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FRANKLIN TEMPLETON SMACS: SERIES E
FUND SUMMARY

Franklin Templeton SMACS: Series E

Investment Goal

To seek to maximize income while maintaining prospects for capital appreciation.

Fees and Expenses of the Fund

The table describes the fees and expenses that you may pay if you buy, hold and
sell shares of the Fund.

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

Management fees' None
Distribution and service (12b-1) fees None
Other expenses 0.10%
Acquired fund fees and expenses 0.01%
Total annual Fund operating expenses? 0.11%
Fee waiver and/or expense reimbursement® -0.11%

Total annual Fund operating expenses after fee waiver and/or expense
reimbursement 0.00%

' The investment manager does not charge the Fund a fee for its investment management services. The Fund is part of a wrap
fee program or other program advised or sub-advised by the investment manager or its affiliates, clients of which often pay a single
aggregate fee to the program sponsor for all costs and expenses of the program (including investment management and custody
fees). You are strongly encouraged to read carefully the wrap fee brochure or other disclosures provided to you in connection with
the program account.

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

% The investment manager has agreed to waive fees and/or reimburse operating expenses (excluding certain non-routine
expenses or costs, such as those relating to litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.00% until December 31, 2025. During the term, the fee waiver and
expense reimbursement agreement may not be terminated or amended without approval of the board of trustees except to add
series or classes, to reflect the extension of the termination date or to lower the waiver and expense limitation.

Example

This Example is intended to help you compare the cost of investing in the Fund
with the cost of investing in other mutual funds. The Example assumes that you
invest $10,000 in the Fund for the time periods indicated and then redeem all of
your shares at the end of the period. The Example also assumes that your
investment has a 5% return each year and that the Fund's operating expenses
remain the same. The Example reflects adjustments made to the Fund's operating
expenses due to the fee waivers and/or expense reimbursements by management
for the 1 Year numbers only. The Example does not include the fees and expenses
(including investment management fees) paid in the wrap programs or certain other
programs advised or sub-advised by the investment manager or its affiliates.
Although your actual costs may be higher or lower, based on these assumptions
your costs would be:
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1 Year 3 Years 5 Years 10 Years

Franklin Templeton SMACS:

Series E $0 $24 $51 $130

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or "turns over" its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund's performance. During the most recent
fiscal year, the Fund's portfolio turnover rate was 93.40% of the average value of
its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests predominantly in equity
securities, which consist primarily of common stocks. The Fund may invest in
securities from any capitalization range, primarily large cap securities. The Fund
may also invest in securities that are convertible into common stock. The Fund may
also invest up to 25% of its assets in foreign securities, either directly or through
depositary receipts.

The Fund is a “non-diversified” fund, which means that it generally invests a greater
proportion of its assets in the securities of one or more issuers and invests overall
in a smaller number of issuers than a diversified fund. The Fund maintains the
flexibility to invest in securities of companies from a variety of sectors, but from time
to time, based on economic conditions, the Fund may have significant investments
in particular sectors.

The Fund regularly uses a variety of equity-related derivatives and complex equity
securities, which may include purchasing or selling call and put options on equity
securities and equity security indices, futures on equity securities and equity
indexes, options on equity index futures and equity-linked notes, for various
purposes including enhancing Fund returns, increasing liquidity, gaining exposure
to particular instruments in more efficient or less expensive ways and/or hedging
risks relating to changes in certain equity markets. The use of such derivative
transactions may allow the Fund to obtain net long (i.e., the Fund would benefit if
the price of the investment increases) or net short exposures (i.e., the Fund would
benefit if the price of the investment decreases) to selected markets or countries.

The Fund seeks income by selecting stocks with dividend yields the investment
manager believes are attractive. The Fund’s investment manager searches for
undervalued or out-of-favor securities it believes offer opportunities for income
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today and significant growth tomorrow. In analyzing securities, the investment
manager considers a variety of factors, including:

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

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

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

o the company’s sensitivity to changes in interest rates and business conditions;
and

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

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

Principal Risks

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

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.

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

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

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

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

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

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

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

Foreign Securities (non-U.S.): Investing in foreign securities typically involves
more risks than investing in U.S. securities, including risks related to currency
exchange rates and policies, country or government specific issues, less favorable
trading practices or regulation and greater price volatility. Certain of these risks also
may apply to securities of U.S. companies with significant foreign operations. The
risks of investing in foreign securities are typically greater in less developed or
emerging market countries.
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Non-Diversification: Because the Fund is non-diversified, it may be more
sensitive to economic, business, political or other changes affecting individual
issuers or investments than a diversified fund, which may negatively impact the
Fund's performance and result in greater fluctuation in the value of the Fund’s
shares.

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

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

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

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

Performance

The following bar chart and table provide some indication of the risks of investing in
the Fund. The bar chart shows changes in the Fund's performance from year to
year. The table shows how the Fund's average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with characteristics
relevant to the Fund. The Fund's past performance is not necessarily an indication
of how the Fund will perform in the future. You can obtain updated performance
information at www.franklintempleton.com or by calling (800) DIAL BEN/342-5236.

Performance information does not include the fees and expenses (including
investment management fees) paid in the wrap programs or certain other programs
advised or sub-advised by the investment manager or its affiliates.
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Annual Total Returns

25.44%

11.58%

-0.92%

2020 2021 2022 2023

Year
Best Quarter: 2020, Q2 15.17%
Worst Quarter: 2020, Q1 -23.18%
As of September 30, 2024, the Fund’s year-to-date return was 14.40%.
Average Annual Total Returns
For periods ended December 31, 2023
Since
1Year Inception

Franklin Templeton SMACS: Series E

Return before taxes 11.58% 11.81%

Return after taxes on distributions 8.94% 9.27%"

Return after taxes on distributions and sale of Fund shares 7.12% 8.49%"
Russell 3000° Index (index reflects no deduction for fees, expenses or taxes) 25.96% 14.11%"
MSCI USA High Dividend Yield Index (index reflects no deduction for fees, expenses 6.83% 8.71%"

or taxes)

*-Since inception June 3, 2019.

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

The after-tax returns presented in the table are calculated using the historical
highest individual federal marginal income tax rates and do not reflect the impact of
state and local taxes. Actual after-tax returns depend on an investor's tax situation
and may differ from those shown.

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

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Edward D. Perks, CFA
President and Director of Advisers and portfolio manager of the Fund since
inception (2019).

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

Todd Brighton, CFA
Senior Vice President of Advisers and portfolio manager of the Fund since
inception (2019).

Purchase and Sale of Fund Shares

Shares of the Fund are used exclusively for separately managed accounts advised
or sub-advised by Advisers or its affiliates and decisions as to whether to purchase
or redeem shares of the Fund for a separately managed account will be made by
the investment manager of the separately managed account. Shares of the Fund
may be redeemed on any business day that the New York Stock Exchange is
open. In addition, shares will be redeemed when you terminate your managed
account. There is no minimum investment for purchases.

Taxes

The Fund’s distributions are generally taxable to you as ordinary income, capital
gains, or some combination of both, unless you are investing through a tax-
advantaged arrangement, such as a 401(k) plan or an individual retirement
account, in which case your distributions would generally be taxed when withdrawn
from the tax-advantaged account.

www.franklintempleton.com Prospectus | 9
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Investment Goal

To seek to maximize income while maintaining prospects for capital appreciation.

Fees and Expenses of the Fund

The table describes the fees and expenses that you may pay if you buy, hold and
sell shares of the Fund.

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

Management fees' None
Distribution and service (12b-1) fees None
Other expenses 0.08%
Acquired fund fees and expenses 0.01%
Total annual Fund operating expenses? 0.09%
Fee waiver and/or expense reimbursement® -0.09%

Total annual Fund operating expenses after fee waiver and/or expense
reimbursement 0.00%

' The investment manager does not charge the Fund a fee for its investment management services. The Fund is part of a wrap
fee program or other program advised or sub-advised by the investment manager or its affiliates, clients of which often pay a single
aggregate fee to the program sponsor for all costs and expenses of the program (including investment management and custody
fees). You are strongly encouraged to read carefully the wrap fee brochure or other disclosures provided to you in connection with
the program account.

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

% The investment manager has agreed to waive fees and/or reimburse operating expenses (excluding certain non-routine
expenses or costs, such as those relating to litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.00% until December 31, 2025. During the term, the fee waiver and
expense reimbursement agreement may not be terminated or amended without approval of the board of trustees except to add
series or classes, to reflect the extension of the termination date or to lower the waiver and expense limitation.

Example

This Example is intended to help you compare the cost of investing in the Fund
with the cost of investing in other mutual funds. The Example assumes that you
invest $10,000 in the Fund for the time periods indicated and then redeem all of
your shares at the end of the period. The Example also assumes that your
investment has a 5% return each year and that the Fund's operating expenses
remain the same. The Example reflects adjustments made to the Fund's operating
expenses due to the fee waivers and/or expense reimbursements by management
for the 1 Year numbers only. The Example does not include the fees and expenses
(including investment management fees) paid in the wrap programs or certain other
programs advised or sub-advised by the investment manager or its affiliates.
Although your actual costs may be higher or lower, based on these assumptions
your costs would be:
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1 Year 3 Years 5 Years 10 Years

Franklin Templeton SMACS:

Series | $0 $20 $42 $107

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or "turns over" its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund's performance. During the most recent
fiscal year, the Fund's portfolio turnover rate was 16.69% of the average value of
its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests predominantly in debt securities.
The debt securities in which the Fund invests include all varieties of fixed, floating
and variable rate instruments, including secured and unsecured bonds, bonds
convertible into common stock, senior floating rate and term loans, mortgage-
backed securities and other asset-backed securities, debentures, and shorter-term
instruments. The Fund seeks income by selecting investments such as corporate,
agency, securitized, foreign and U.S. Treasury bonds that the investment manager
believes are attractive. The Fund may invest up to 100% of its total assets in debt
securities that are rated below investment grade (also known as “junk bonds”),
including a portion in defaulted securities. Debt securities may include convertible
securities. Convertible securities generally are debt securities or preferred stock
that may be converted into common stock after certain time periods or under
certain circumstances. The Fund maintains the flexibility to invest in securities from
a variety of sectors, but from time to time, based on economic conditions, the Fund
may have significant investments in particular sectors. The Fund may also invest
up to 25% of its assets in foreign securities. The Fund may invest in securities of
any maturity or duration.

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

The Fund regularly uses interest rate derivatives, including interest rate swaps and
interest rate and/or bond futures contracts (including U.S. Treasury futures
contracts) for various purposes including enhancing Fund returns, increasing
liquidity, gaining exposure to particular instruments in more efficient or less
expensive ways and/or hedging risks relating to changes in interest rates. The
Fund also regularly uses credit-related derivatives, such as credit default swaps
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and options on credit default swaps, to hedge (protect) against credit risks. The use
of such derivative transactions may allow the Fund to obtain net long (i.e., the Fund
would benefit if the price of the investment increases) or net short exposures (i.e.,
the Fund would benefit if the price of the investment decreases) to selected
markets, interest rates, countries or durations. The Fund also regularly uses
complex securities, which may include equity-linked notes, for various purposes
including enhancing Fund returns, increasing liquidity, gaining exposure to
particular instruments in more efficient or less expensive ways and/or hedging risks
relating to changes in certain markets.

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

Principal Risks

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

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

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

If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
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Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

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

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

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

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.

Mortgage Securities and Asset-Backed Securities: Mortgage securities differ
from conventional debt securities because principal is paid back periodically over
the life of the security rather than at maturity. The Fund may receive unscheduled
payments of principal due to voluntary prepayments, refinancings or foreclosures
on the underlying mortgage loans. Because of prepayments, mortgage securities
may be less effective than some other types of debt securities as a means of
"locking in" long-term interest rates and may have less potential for capital
appreciation during periods of falling interest rates. A reduction in the anticipated
rate of principal prepayments, especially during periods of rising interest rates, may
increase or extend the effective maturity and duration of mortgage securities,
making them more sensitive to interest rate changes, subject to greater price
volatility, and more susceptible than some other debt securities to a decline in
market value when interest rates rise. Mortgage securities purchased on a delayed
delivery or forward commitment basis through the TBA (to-be-announced) market
are subject to the risk that the actual securities received by the Fund may be less
favorable than anticipated, or that a counterparty will fail to deliver the security.
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Issuers of asset-backed securities may have limited ability to enforce the security
interest in the underlying assets, and credit enhancements provided to support the
securities, if any, may be inadequate to protect investors in the event of default.
Like mortgage securities, asset-backed securities are subject to prepayment and
extension risks.

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

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

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

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

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

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

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

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

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

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

Performance

The following bar chart and table provide some indication of the risks of investing in
the Fund. The bar chart shows changes in the Fund's performance from year to
year. The table shows how the Fund's average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with characteristics
relevant to the Fund. The Fund's past performance is not necessarily an indication
of how the Fund will perform in the future. You can obtain updated performance
information at www.franklintempleton.com or by calling (800) DIAL BEN/342-5236.

Performance information does not include the fees and expenses (including
investment management fees) paid in the wrap programs or certain other programs
advised or sub-advised by the investment manager or its affiliates.
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Annual Total Returns

13.43%
8.51%

3.68%

-14.40%

2020 2021 2022 2023
Year
Best Quarter: 2020, Q4 9.57%
Worst Quarter: 2020, Q1 -15.36%
As of September 30, 2024, the Fund’s year-to-date return was 9.10%.

Average Annual Total Returns
For periods ended December 31, 2023
Since
1Year Inception

Franklin Templeton SMACS: Series |

Return before taxes 13.43% 2.55%

Return after taxes on distributions 9.86% -0.51%"

Return after taxes on distributions and sale of Fund shares 7.81% 0.62%
gsggberg US Aggregate Index (index reflects no deduction for fees, expenses or 5.53% 0.11%"
Bloomberg High Yield Very Liquid Index (index reflects no deduction for fees, 13.76% 3.77%"
expenses or taxes)

50% Bloomberg High Yield Very Liquid Index and 50% Bloomberg US Corporate

0, 0/ 1
Index (index reflects no deduction for fees, expenses or taxes) 11.16% 2.55%

*-Since inception June 3, 2019.

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

The after-tax returns presented in the table are calculated using the historical
highest individual federal marginal income tax rates and do not reflect the impact of
state and local taxes. Actual after-tax returns depend on an investor's tax situation
and may differ from those shown.
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Important data provider notices and terms are available at
www.franklintempletondatasources.com. All data is subject to change.

Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Edward D. Perks, CFA
President and Director of Advisers and portfolio manager of the Fund since
inception (2019).

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

Todd Brighton, CFA
Senior Vice President of Advisers and portfolio manager of the Fund since
inception (2019).

Purchase and Sale of Fund Shares

Shares of the Fund are used exclusively for separately managed accounts advised
or sub-advised by Advisers or its affiliates and decisions as to whether to purchase
or redeem shares of the Fund for a separately managed account will be made by
the investment manager of the separately managed account. Shares of the Fund
may be redeemed on any business day that the New York Stock Exchange is
open. In addition, shares will be redeemed when you terminate your managed
account. There is no minimum investment for purchases.

Taxes

The Fund’s distributions are generally taxable to you as ordinary income, capital
gains, or some combination of both, unless you are investing through a tax-
advantaged arrangement, such as a 401(k) plan or an individual retirement
account, in which case your distributions would generally be taxed when withdrawn
from the tax-advantaged account.
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Investment Goal

To seek to provide investors with a high level of income exempt from federal and
California personal income taxes with capital appreciation as a secondary goal.

Fees and Expenses of the Fund

The table describes the fees and expenses that you may pay if you buy, hold and
sell shares of the Fund.

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

Management fees' None
Distribution and service (12b-1) fees None
Other expenses 0.50%
Total annual Fund operating expenses 0.50%
Fee waiver and/or expense reimbursement? -0.50%
Total annual Fund operating expenses after fee waiver and/or expense

reimbursement 0.00%

I The investment manager does not charge the Fund a fee for its investment management services. The Fund is part of a wrap
fee program or other program advised or sub-advised by the investment manager or its affiliates, clients of which often pay a single
aggregate fee to the program sponsor for all costs and expenses of the program (including investment management and custody
fees). You are strongly encouraged to read carefully the wrap fee brochure or other disclosures provided to you in connection with
the program account.

2 The investment manager has agreed to waive fees and/or reimburse operating expenses (excluding certain non-routine
expenses or costs, such as those relating to litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.00% until December 31, 2025. During the term, the fee waiver and
expense reimbursement agreement may not be terminated or amended without approval of the board of trustees except to add
series or classes, to reflect the extension of the termination date or to lower the waiver and expense limitation.

Example

This Example is intended to help you compare the cost of investing in the Fund
with the cost of investing in other mutual funds. The Example assumes that you
invest $10,000 in the Fund for the time periods indicated and then redeem all of
your shares at the end of the period. The Example also assumes that your
investment has a 5% return each year and that the Fund's operating expenses
remain the same. The Example reflects adjustments made to the Fund's operating
expenses due to the fee waivers and/or expense reimbursements by management
for the 1 Year numbers only. The Example does not include the fees and expenses
(including investment management fees) paid in the wrap programs or certain other
programs advised or sub-advised by the investment manager or its affiliates.
Although your actual costs may be higher or lower, based on these assumptions
your costs would be:
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1 Year 3 Years 5 Years 10 Years

Franklin Templeton SMACS:

Series CH $0 $110 $230 $580

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or "turns over" its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund's performance. During the most recent
fiscal year, the Fund's portfolio turnover rate was 38.97% of the average value of
its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests substantially all of its net assets
in municipal securities whose interest is free from regular federal income taxes and
from California personal income taxes. Although the Fund attempts to invest all of
its assets in securities whose interest is free from regular federal and California
personal income taxes, it is possible, although not anticipated, that a portion of its
net assets may be in securities that pay interest subject to federal or state income
taxes. The Fund also may have up to 100% of its assets in securities that pay
interest subject to the federal alternative minimum tax.

The Fund may invest in municipal securities rated in any rating category (or
unrated or short-term rated securities of comparable credit quality), including
municipal securities rated A or lower by one or more U.S. nationally recognized
rating services (or unrated or short-term rated securities of comparable credit
quality), below investment grade securities (or "junk bonds") and defaulted
securities.

The Fund also may invest up to 15% of its total assets in municipal securities
issued by U.S. territories.

The Fund may invest in securities of any maturity or duration. The Fund may also
invest in municipal securities that are covered by insurance policies that guarantee
the timely payment of principal and interest.

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

Although the investment manager searches for investments across a large number
of municipal securities that finance different types of projects, from time to time,
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based on economic conditions, the Fund may have significant positions in
municipal securities that finance similar types of projects.

The investment manager selects securities that it believes will provide the best
balance between risk and return within the Fund’s range of allowable investments
and typically invests with a long-term time horizon. This means it generally holds
securities in the Fund’s portfolio for income purposes, although the investment
manager may sell a security at any time if it believes it could help the Fund meet its
goal. With a focus on income, individual securities are considered for purchase or
sale based on various factors and considerations, including credit profile, risk,
structure, pricing, portfolio impact, duration management, restructuring,
opportunistic trading and tax loss harvesting opportunities.

When selecting securities for the Fund’s portfolio, the investment manager may
consider existing market conditions, the availability of lower-rated securities, and
whether the difference in yields between higher and lower-rated securities justifies
the higher risk of lower-rated securities.

Principal Risks

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

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

Credit: An issuer of debt securities may fail to make interest payments or repay
principal when due, in whole or in part. Changes in an issuer's financial strength or
in a security's or government's credit rating may affect a security's value. A change
in the credit rating of a municipal bond insurer that insures securities in the Fund’s
portfolio may affect the value of the securities it insures, the Fund’s share price and
Fund performance. The Fund might also be adversely impacted by the inability of
an insurer to meet its insurance obligations.

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

Tax Legislative and Political Changes: The municipal securities market could be
significantly affected by adverse political and legislative changes or litigation at the
federal or state level. The value of municipal bonds is closely tied to the benefits of
tax-exempt income to investors. Significant revisions of federal income tax laws or
regulations revising income tax rates or the tax-exempt character of municipal
bonds, or even proposed changes and deliberations on this topic by the federal
government, could cause municipal bond prices to fall. For example, lower federal
income tax rates would reduce certain relative advantages of owning municipal
bonds, and lower state income tax rates could have similar effects. In addition, the
application of corporate minimum tax rates to financial statement income may have
the effect of reducing demand for municipal bonds among corporate investors,
which may in turn impact municipal bond prices.

Tax-Exempt Securities: Failure of a municipal security issuer to comply with
applicable tax requirements may make income paid thereon taxable, resulting in a
decline in the security’s value. In addition, there could be changes in applicable tax
laws or tax treatments that reduce or eliminate the current federal income tax
exemption on municipal securities or otherwise adversely affect the current federal
or state tax status of municipal securities.

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.

High-Yield Debt Instruments: Issuers of lower-rated or “high-yield” debt
instruments (also known as “junk bonds”) are not as strong financially as those
issuing higher credit quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the applicable rating agencies
as their issuers are more likely to encounter financial difficulties because they may
be more highly leveraged, or because of other considerations. In addition, high
yield debt instruments generally are more vulnerable to changes in the relevant
economy, such as a recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal payments when due. The
prices of high-yield debt instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more illiquid (harder to sell)
and harder to value.
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If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

California: The Fund invests predominantly in California municipal securities.
Therefore, events in California are likely to affect the Fund’s investments and its
performance. These events may include economic or political policy changes, tax
base erosion, unfunded pension and healthcare liabilities, constitutional limits on
tax increases, budget deficits and other financial difficulties, and changes in the
credit ratings assigned to municipal issuers of California. The same is true of
events in other states or U.S. territories, to the extent that the Fund has exposure
to any other state or territory at any given time.

Focus: The Fund may invest more than 25% of its assets in municipal securities
that finance similar types of projects, such as utilities, hospitals, higher education
and transportation. A change that affects one project, such as proposed legislation
on the financing of the project, a shortage of the materials needed for the project,
or a declining need for the project, would likely affect all similar projects, thereby
increasing market risk.

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

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

Bond Insurers: Market conditions or changes to ratings criteria could adversely
impact the ratings of municipal bond insurance companies. Downgrades and
withdrawal of ratings from municipal bond insurers have substantially limited the
availability of insurance sought by municipal bond issuers thereby reducing the
supply of insured municipal securities.

Because of the consolidation among municipal bond insurers the Fund is subject to
additional risks including the risk that credit risk may be concentrated among fewer
insurers and the risk that events involving one or more municipal bond insurers
could have a significant adverse effect on the value of the securities insured by an
insurer and on the municipal markets as a whole.
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Unrated Debt Securities: Unrated debt securities determined by the investment
manager to be of comparable credit quality to rated securities which the Fund may
purchase may pay a higher interest rate than such rated debt securities and be
subject to a greater risk of illiquidity or price changes. Less public information and
independent credit analysis are typically available about unrated securities or
issuers, and therefore they may be subject to greater risk of default.

Real Estate: Municipal securities that finance real estate projects are subject to
the risks of the real estate industry. Real estate values rise and fall in response to a
variety of factors, including local, regional and national economic conditions,
interest rates and tax considerations. When economic growth is slow, demand for
property decreases and prices may decline. Property values may decrease
because of overbuilding, increases in property taxes and operating expenses,
changes in zoning laws, environmental regulations or hazards, insurance or
condemnation losses, or a general decline in neighborhood values.

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

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

Cybersecurity: Cybersecurity incidents, both intentional and unintentional, may
allow an unauthorized party to gain access to Fund assets, Fund or customer data
(including private shareholder information), or proprietary information, cause the
Fund, the investment manager, and/or their service providers (including, but not
limited to, Fund accountants, custodians, sub-custodians, transfer agents and
financial intermediaries) to suffer data breaches, data corruption or loss of
operational functionality or prevent Fund investors from purchasing, redeeming or
exchanging shares or receiving distributions. The investment manager has limited
ability to prevent or mitigate cybersecurity incidents affecting third party service
providers, and such third party service providers may have limited indemnification
obligations to the Fund or the investment manager. Cybersecurity incidents may
result in financial losses to the Fund and its shareholders, and substantial costs
may be incurred in an effort to prevent or mitigate future cybersecurity incidents.
Issuers of securities in which the Fund invests are also subject to cybersecurity
risks, and the value of these securities could decline if the issuers experience
cybersecurity incidents.
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Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

Performance

The following bar chart and table provide some indication of the risks of investing in
the Fund. The bar chart shows changes in the Fund's performance from year to
year. The table shows how the Fund's average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with characteristics
relevant to the Fund. The Fund's past performance is not necessarily an indication
of how the Fund will perform in the future. You can obtain updated performance
information at www.franklintempleton.com or by calling (800) DIAL BEN/342-5236.

Performance information does not include the fees and expenses (including
investment management fees) paid in the wrap programs or certain other programs
advised or sub-advised by the investment manager or its affiliates.

Annual Total Returns

5.97% 5.73%
4.27%

13.97%

2020 2021 2022 2023
Year
Best Quarter: 2023, Q4 7.53%
Worst Quarter: 2022, Q2 -8.03%
As of September 30, 2024, the Fund’s year-to-date return was 8.96%.
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Average Annual Total Returns
For periods ended December 31, 2023
Since
1 Year Inception

Franklin Templeton SMACS: Series CH

Return before taxes 5.73% 0.92%
Return after taxes on distributions 5.72% 0.81%"
Return after taxes on distributions and sale of Fund shares 5.35% 1.54%
legg)lberg Municipal Bond Index (index reflects no deduction for fees, expenses or 6.40% 1429

Bloomberg Municipal Bond California Exempt Index (index reflects no deduction for

0, 0/ 1
fees, expenses or taxes) 6.22% 1.40%

*-Since inception June 3, 2019.

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

The after-tax returns presented in the table are calculated using the historical
highest individual federal marginal income tax rates and do not reflect the impact of
state and local taxes. Actual after-tax returns depend on an investor's tax situation
and may differ from those shown.

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

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

John Wiley
Senior Vice President of Advisers and portfolio manager of the Fund since
inception (2019).

Christopher Sperry, CFA
Vice President of Advisers and portfolio manager of the Fund since inception
(2019).

John Bonelli
Vice President of Advisers and portfolio manager of the Fund since 2020.

Michael Conn
Vice President of Advisers and portfolio manager of the Fund since 2020.
Purchase and Sale of Fund Shares

Shares of the Fund are used exclusively for separately managed accounts advised
or sub-advised by Advisers or its affiliates and decisions as to whether to purchase
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or redeem shares of the Fund for a separately managed account will be made by
the investment manager of the separately managed account. Shares of the Fund
may be redeemed on any business day that the New York Stock Exchange is
open. In addition, shares will be redeemed when you terminate your managed
account. There is no minimum investment for purchases.

Taxes

The Fund’s distributions are primarily exempt from regular federal and state income
tax for individual residents of California. A portion of these distributions, however,
may be subject to the federal alternative minimum tax. The Fund may also make
distributions that are taxable to you as ordinary income or capital gains.
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Investment Goal

To seek to provide investors with a high current yield exempt from federal income
taxes. Its secondary goal is capital appreciation to the extent possible and
consistent with the Fund's principal investment goal.

Fees and Expenses of the Fund

The table describes the fees and expenses that you may pay if you buy, hold and
sell shares of the Fund.

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

Management fees' None
Distribution and service (12b-1) fees None
Other expenses 0.85%
Acquired fund fees and expenses 0.02%
Total annual Fund operating expenses? 0.87%
Fee waiver and/or expense reimbursement® -0.87%
Total annual Fund operating expenses after fee waiver and/or expense

reimbursement 0.00%

' The investment manager does not charge the Fund a fee for its investment management services. The Fund is part of a wrap
fee program or other program advised or sub-advised by the investment manager or its affiliates, clients of which often pay a single
aggregate fee to the program sponsor for all costs and expenses of the program (including investment management and custody
fees). You are strongly encouraged to read carefully the wrap fee brochure or other disclosures provided to you in connection with
the program account.

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

% The investment manager has agreed to waive fees and/or reimburse operating expenses (excluding certain non-routine
expenses or costs, such as those relating to litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.00% until December 31, 2025. During the term, the fee waiver and
expense reimbursement agreement may not be terminated or amended without approval of the board of trustees except to add
series or classes, to reflect the extension of the termination date or to lower the waiver and expense limitation.

Example

This Example is intended to help you compare the cost of investing in the Fund
with the cost of investing in other mutual funds. The Example assumes that you
invest $10,000 in the Fund for the time periods indicated and then redeem all of
your shares at the end of the period. The Example also assumes that your
investment has a 5% return each year and that the Fund's operating expenses
remain the same. The Example reflects adjustments made to the Fund's operating
expenses due to the fee waivers and/or expense reimbursements by management
for the 1 Year numbers only. The Example does not include the fees and expenses
(including investment management fees) paid in the wrap programs or certain other
programs advised or sub-advised by the investment manager or its affiliates.
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Although your actual costs may be higher or lower, based on these assumptions
your costs would be:

1 Year 3 Years 5 Years 10 Years

Franklin Templeton SMACS:

Series H $0 $190 $396 $992

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or "turns over" its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund's performance. During the most recent
fiscal year, the Fund's portfolio turnover rate was 42.17% of the average value of
its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests substantially all of its net assets
in securities whose interest is free from federal income taxes, including the federal
alternative minimum tax. Although the Fund attempts to invest all of its assets in
tax-free securities, it is possible that a portion of the Fund’s net assets may be
invested in securities that pay interest that may be subject to the federal alternative
minimum tax and in securities that pay interest subject to other federal or state
income taxes.

The Fund may invest in municipal securities rated in any rating category (or
unrated or short-term rated securities of comparable credit quality), including
municipal securities rated A or lower by one or more U.S. nationally recognized
rating services (or unrated or short-term rated securities of comparable credit
quality), below investment grade securities (or "junk bonds") and defaulted
securities. The Fund may invest in securities of any maturity or duration.

The Fund does not necessarily focus its investments in a particular state or territory
and will not invest more than 30% of its total assets in municipal securities of any
one state or territory. The Fund may invest up to 15% of its total assets in municipal
securities issued by U.S. territories.

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

Although the investment manager searches for investments across a large number
of municipal securities that finance different types of projects, from time to time,
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based on economic conditions, the Fund may have significant positions in
municipal securities that finance similar types of projects.

The investment manager selects securities that it believes will provide the best
balance between risk and return within the Fund’s range of allowable investments
and typically invests with a long-term time horizon. This means it generally holds
securities in the Fund’s portfolio for income purposes, although the investment
manager may sell a security at any time if it believes it could help the Fund meet its
goal. With a focus on income, individual securities are considered for purchase or
sale based on various factors and considerations, including credit profile, risk,
structure, pricing, portfolio impact, duration management, restructuring,
opportunistic trading and tax loss harvesting opportunities.

When selecting securities for the Fund’s portfolio, the investment manager may
consider existing market conditions, the availability of lower-rated securities, and
whether the difference in yields between higher and lower-rated securities justifies
the higher risk of lower-rated securities.

Principal Risks

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

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

Credit: An issuer of debt securities may fail to make interest payments or repay
principal when due, in whole or in part. Changes in an issuer's financial strength or
in a security's or government's credit rating may affect a security's value. A change
in the credit rating of a municipal bond insurer that insures securities in the Fund’s
portfolio may affect the value of the securities it insures, the Fund’s share price and
Fund performance. The Fund might also be adversely impacted by the inability of
an insurer to meet its insurance obligations.

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

Tax Legislative and Political Changes: The municipal securities market could be
significantly affected by adverse political and legislative changes or litigation at the
federal or state level. The value of municipal bonds is closely tied to the benefits of
tax-exempt income to investors. Significant revisions of federal income tax laws or
regulations revising income tax rates or the tax-exempt character of municipal
bonds, or even proposed changes and deliberations on this topic by the federal
government, could cause municipal bond prices to fall. For example, lower federal
income tax rates would reduce certain relative advantages of owning municipal
bonds, and lower state income tax rates could have similar effects. In addition, the
application of corporate minimum tax rates to financial statement income may have
the effect of reducing demand for municipal bonds among corporate investors,
which may in turn impact municipal bond prices.

Tax-Exempt Securities: Failure of a municipal security issuer to comply with
applicable tax requirements may make income paid thereon taxable, resulting in a
decline in the security’s value. In addition, there could be changes in applicable tax
laws or tax treatments that reduce or eliminate the current federal income tax
exemption on municipal securities or otherwise adversely affect the current federal
or state tax status of municipal securities.

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.

High-Yield Debt Instruments: Issuers of lower-rated or “high-yield” debt
instruments (also known as “junk bonds”) are not as strong financially as those
issuing higher credit quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the applicable rating agencies
as their issuers are more likely to encounter financial difficulties because they may
be more highly leveraged, or because of other considerations. In addition, high
yield debt instruments generally are more vulnerable to changes in the relevant
economy, such as a recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal payments when due. The
prices of high-yield debt instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more illiquid (harder to sell)
and harder to value.
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If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

States: The Fund’s portfolio is generally widely diversified among issuers of
municipal securities. However, to the extent that the Fund has exposure from time
to time to the municipal securities of a particular state, events in that state may
affect the Fund’s investments and performance. These events may include
economic or political policy changes, tax base erosion, unfunded pension and
healthcare liabilities, constitutional limits on tax increases, budget deficits and other
financial difficulties, and changes in the credit ratings assigned to municipal issuers
of the state. The same is true of events in U.S. territories, to the extent that the
Fund has exposure to any particular territory at any given time.

Focus: The Fund may invest more than 25% of its assets in municipal securities
that finance similar types of projects, such as utilities, hospitals, higher education
and transportation. A change that affects one project, such as proposed legislation
on the financing of the project, a shortage of the materials needed for the project,
or a declining need for the project, would likely affect all similar projects, thereby
increasing market risk.

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

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

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

Management: The Fund is subject to management risk because it is an actively
managed investment portfolio. The Fund's investment manager applies investment
techniques and risk analyses in making investment decisions for the Fund, but
there can be no guarantee that these decisions will produce the desired results.
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Cybersecurity: Cybersecurity incidents, both intentional and unintentional, may
allow an unauthorized party to gain access to Fund assets, Fund or customer data
(including private shareholder information), or proprietary information, cause the
Fund, the investment manager, and/or their service providers (including, but not
limited to, Fund accountants, custodians, sub-custodians, transfer agents and
financial intermediaries) to suffer data breaches, data corruption or loss of
operational functionality or prevent Fund investors from purchasing, redeeming or
exchanging shares or receiving distributions. The investment manager has limited
ability to prevent or mitigate cybersecurity incidents affecting third party service
providers, and such third party service providers may have limited indemnification
obligations to the Fund or the investment manager. Cybersecurity incidents may
result in financial losses to the Fund and its shareholders, and substantial costs
may be incurred in an effort to prevent or mitigate future cybersecurity incidents.
Issuers of securities in which the Fund invests are also subject to cybersecurity
risks, and the value of these securities could decline if the issuers experience
cybersecurity incidents.

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

Performance

The following bar chart and table provide some indication of the risks of investing in
the Fund. The bar chart shows changes in the Fund's performance from year to
year. The table shows how the Fund's average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad
measure of market performance. The Fund's past performance is not necessarily
an indication of how the Fund will perform in the future. You can obtain updated
performance information at www.franklintempleton.com or by calling (800) DIAL
BEN/342-5236.

Performance information does not include the fees and expenses (including
investment management fees) paid in the wrap programs or certain other programs
advised or sub-advised by the investment manager or its affiliates.
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Annual Total Returns

9.70%

4.93% 6.01%
. 0

-14.02%

2020 2021 2022 2023
Year
Best Quarter: 2023, Q4 8.61%
Worst Quarter: 2022, Q2 -7.34%
As of September 30, 2024, the Fund’s year-to-date return was 8.85%.

Average Annual Total Returns
For periods ended December 31, 2023
Since
1Year Inception

Franklin Templeton SMACS: Series H

Return before taxes 9.70% 1.41%’
Return after taxes on distributions 9.67% 1.41%’
Return after taxes on distributions and sale of Fund shares 7.63% 1.88%'
gsggberg Municipal Bond Index (index reflects no deduction for fees, expenses or 6.40% 1.42%

*-Since inception June 3, 2019.

The after-tax returns presented in the table are calculated using the historical
highest individual federal marginal income tax rates and do not reflect the impact of
state and local taxes. Actual after-tax returns depend on an investor's tax situation
and may differ from those shown.

Important data provider notices and terms are available at
www.franklintempletondatasources.com. All data is subject to change.

Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)
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Portfolio Managers

Ben Barber, CFA
Senior Vice President of Advisers and portfolio manager of the Fund since 2020.

Daniel Workman, CFA
Vice President of Advisers and portfolio manager of the Fund since inception
(2019).

Francisco Rivera
Vice President of Advisers and portfolio manager of the Fund since inception
(2019).

James Conn, CFA
Senior Vice President of Advisers and portfolio manager of the Fund since 2020.

Purchase and Sale of Fund Shares

Shares of the Fund are used exclusively for separately managed accounts advised
or sub-advised by Advisers or its affiliates and decisions as to whether to purchase
or redeem shares of the Fund for a separately managed account will be made by
the investment manager of the separately managed account. Shares of the Fund
may be redeemed on any business day that the New York Stock Exchange is
open. In addition, shares will be redeemed when you terminate your managed
account. There is no minimum investment for purchases.

Taxes

The Fund's distributions are primarily exempt from regular federal income tax. A
portion of these distributions, however, may be subject to federal alternative
minimum tax and state and local taxes. The Fund may also make distributions that
are taxable to you as ordinary income or capital gains.
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Investment Goal

The Fund's investment goal is to seek to maximize income while maintaining
prospects for capital appreciation. The Fund's investment goal is non-fundamental
and therefore may be changed by the Trust's board of trustees without shareholder
approval. Shareholders will be given at least 60 days' advance notice of any
change to the Fund's investment goal.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests predominantly in equity
securities, which consist primarily of common stocks. The Fund may invest in
securities from any capitalization range, primarily large cap securities.

An equity security represents a proportionate share, or right to acquire a
proportionate share, of the ownership of a company; its value is based on the
success or failure of the company’s business, any income paid to stockholders, the
value of its assets and general market conditions. Common stocks and securities
convertible into common stocks, are examples of equity securities. Convertible
securities generally are debt securities or preferred stock that may be converted
into common stock after certain time periods or under certain circumstances. The
Fund may invest in convertible securities without regard to the ratings assigned by
the rating agencies.

The Fund may invest up to 25% of its assets in foreign securities, either directly or
through depositary receipts, which are certificates typically issued by a bank or
trust company that give their holders the right to receive securities issued by a
foreign or a domestic company. In its search for growth opportunities, the Fund
maintains the flexibility, based on economic conditions, to invest in common stocks
of companies from a variety of industries but from time to time, based on economic
conditions, the Fund may have significant investments in certain sectors.

The Fund may invest up to 10% of its assets in corporate debt securities.

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

The Fund regularly uses a variety of equity-related derivatives and complex equity
securities, which may include purchasing or selling call and put options on equity
securities and equity security indices, futures on equity securities and equity
indexes, options on equity index futures and equity-linked notes, for various
purposes including enhancing Fund returns, increasing liquidity, gaining exposure
to particular instruments in more efficient or less expensive ways and/or hedging
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risks relating to changes in certain equity markets. The use of such derivative
transactions may allow the Fund to obtain net long (i.e., the Fund would benefit if
the price of the investment increases) or net short exposures (i.e., the Fund would
benefit if the price of the investment decreases) to selected markets or countries.

A futures contract is a standard binding agreement to buy or sell a specified
quantity of an underlying instrument or asset, such as a specific stock or group of
stocks at a specified price at a specified later date that trade on an exchange.

A call option gives the purchaser of the option, upon payment of a premium, the
right to buy, and the seller the obligation to sell, the underlying instrument at the
exercise price. Conversely, a put option gives the purchaser of the option, upon
payment of a premium, the right to sell, and the seller of the option the obligation to
buy, the underlying instrument at the exercise price. For example, when the
investment manager expects the price of a stock held by the Fund to decline in
value, the Fund may purchase put options that are expected to increase in value as
the market price of the stock declines to hedge against such anticipated decline in
value.

Equity-linked notes (ELNs) are hybrid derivative-type instruments that are specially
designed to combine the characteristics of one or more reference securities
(usually a single stock, a stock index or a basket of stocks (underlying securities))
and a related equity derivative, such as a put or call option, in a single note form.
The Fund may engage in all types of ELNs, including those that: (1) provide for
protection of the Fund’s principal in exchange for limited participation in the
appreciation of the underlying securities, and (2) do not provide for such protection
and subject the Fund to the risk of loss of the Fund’s principal investment. ELNs
can provide the Fund with an efficient investment tool that may be less expensive
than investing directly in the underlying securities and the related equity derivative.

The Fund seeks income by selecting stocks with dividend yields the investment
manager believes are attractive. The Fund’s investment manager searches for
undervalued or out-of-favor securities it believes offer opportunities for income
today and significant growth tomorrow. In analyzing securities, the investment
manager considers a variety of factors, including:

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

e the experience and strength of the company’s management;

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

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

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

Exclusion of Investment Manager from Commodity Pool Operator
Definition

With respect to the Fund, the investment manager has claimed an exclusion from
the definition of “commodity pool operator” (CPO) under the Commaodity Exchange
Act (CEA) and the rules of the Commodity Futures Trading Commission (CFTC)
and, therefore, is not subject to CFTC registration or regulation as a CPO. In
addition, with respect to the Fund, the investment manager is relying upon a related
exclusion from the definition of “commodity trading advisor” (CTA) under the CEA
and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among other things, to adhere to
certain limits on its investments in commaodity futures, commodity options and
swaps, which in turn include non-deliverable currency forward contracts, as further
described in the Fund's Statement of Additional Information (SAIl). Because the
investment manager and the Fund intend to comply with the terms of the CPO
exclusion, the Fund may, in the future, need to adjust its investment strategies,
consistent with its investment goal, to limit its investments in these types of
instruments. The Fund is not intended as a vehicle for trading in the commodity
futures, commodity options, or swaps markets. The CFTC has neither reviewed nor
approved the investment manager’s reliance on these exclusions, or the Fund, its
investment strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic conditions are
unfavorable for investors, the investment manager may invest up to 100% of the
Fund’s assets in a temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high quality short-term
investments. Temporary defensive investments generally may include short-term
U.S. government securities, high grade commercial paper, bank obligations,
repurchase agreements, money market fund shares (including shares of an
affiliated money market fund), and other money market instruments. The
investment manager also may invest in these types of securities or hold cash while
looking for suitable investment opportunities or to maintain liquidity. In these
circumstances, the Fund may be unable to achieve its investment goal.
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Principal Risks

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual issuers (such as the results
of supply and demand), or sectors within the securities markets. The value of a
security or other investment also may go up or down due to general market
conditions that are not specifically related to a particular issuer, such as real or
perceived adverse economic conditions, changes in interest rates or exchange
rates, or adverse investor sentiment generally. Furthermore, events involving
limited liquidity, defaults, non-performance or other adverse developments that
affect one industry, such as the financial services industry, or concerns or rumors
about any events of these kinds, have in the past and may in the future lead to
market-wide liquidity problems, may spread to other industries, and could
negatively affect the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread of diseases; natural,
environmental or man-made disasters; financial, political or social disruptions;
terrorism and war; and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economies of many companies, sectors,
nations, regions and the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities markets, multiple asset
classes may decline in value. When markets perform well, there can be no
assurance that securities or other investments held by the Fund will participate in or
otherwise benefit from the advance.

The long-term impact of the COVID-19 pandemic and its subsequent variants on
economies, markets, industries and individual issuers is not known. The U.S.
government and the Federal Reserve, as well as certain foreign governments and
central banks, took extraordinary actions to support local and global economies
and the financial markets in response to the COVID-19 pandemic. This and other
government intervention into the economy and financial markets have resulted in a
large expansion of government deficits and debt, the long-term consequences of
which are not known.

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

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

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

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

Convertible Securities: A convertible security is generally a debt obligation,
preferred stock or other security that pays interest or dividends and may be
converted by the holder within a specified period of time into common stock. The
value of convertible securities may rise and fall with the market value of the
underlying stock or, like a debt security, vary with changes in interest rates and the
credit quality of the issuer. A convertible security tends to perform more like a stock
when the underlying stock price is high relative to the conversion price (because
more of the security's value resides in the option to convert) and more like a debt
security when the underlying stock price is low relative to the conversion price
(because the option to convert is less valuable). Because its value can be
influenced by many different factors, a convertible security is not as sensitive to
interest rate changes as a similar non-convertible debt security, and generally has
less potential for gain or loss than the underlying stock.

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

Management: The Fund is actively managed and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made for
the Fund's portfolio prove to be incorrect. The Fund could also experience losses if
there are imperfections, errors or limitations in the models, tools, and data used by
the investment manager or if the investment manager’s techniques or investment
decisions do not produce the desired results. Additionally, legislative, regulatory, or
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tax developments may affect the investment techniques available to the investment
manager in connection with managing the Fund and may also adversely affect the
ability of the Fund to achieve its investment goal.

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

Currency exchange rates: Foreign securities may be issued and traded in foreign
currencies. As a result, their market values in U.S. dollars may be affected by
changes in exchange rates between such foreign currencies and the U.S. dollar, as
well as between currencies of countries other than the U.S. For example, if the
value of the U.S. dollar goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because it will be worth fewer
U.S. dollars. The Fund accrues additional expenses when engaging in currency
exchange transactions, and valuation of the Fund's foreign securities may be
subject to greater risk because both the currency (relative to the U.S. dollar) and
the security must be considered.

Political and economic developments: The political, economic and social policies
or structures of some foreign countries may be less stable and more volatile than
those in the United States. Investments in these countries may be subject to
greater risks of internal and external conflicts, expropriation, nationalization of
assets, foreign exchange controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of assets, political or social
instability, military action or unrest, diplomatic developments, currency
devaluations, foreign ownership limitations, and substantial, punitive or confiscatory
tax increases. It is possible that a government may take over the assets or
operations of a company or impose restrictions on the exchange or export of
currency or other assets. Some countries also may have different legal systems
that may make it difficult or expensive for the Fund to vote proxies, exercise
shareholder rights, and pursue legal remedies with respect to its foreign
investments. Diplomatic and political developments could affect the economies,
industries, and securities and currency markets of the countries in which the Fund
is invested. These developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the United States, other
nations or other governmental entities, including supranational entities; terrorism;
and war. In addition, such developments could contribute to the devaluation of a
country’s currency, a downgrade in the credit ratings of issuers in such country, or
a decline in the value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions impacting, certain
issuers in a country could result in (i) an immediate freeze of that issuer’s
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securities, impairing the ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund'’s ability to invest or hold such
securities. These factors would affect the value of the Fund’s investments and are
extremely difficult, if not impossible, to predict and take into account with respect to
the Fund's investments.

Trading practices: Brokerage commissions, withholding taxes, custodial fees, and
other fees generally are higher in foreign markets. The policies and procedures
followed by foreign stock exchanges, currency markets, trading systems and
brokers may differ from those applicable in the United States, with possibly
negative consequences to the Fund. The procedures and rules governing foreign
trading, settlement and custody (holding of the Fund's assets) also may result in
losses or delays in payment, delivery or recovery of money or other property.
Foreign government supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different from government
supervision in the United States, and may increase the Fund's regulatory and
compliance burden and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be subject to the same
disclosure, accounting, auditing and financial reporting standards and practices as
U.S. issuers. Thus, there may be less information publicly available about foreign
issuers than about most U.S. issuers. In addition, information provided by foreign
issuers may be less timely or less reliable than information provided by U.S.
issuers.

Limited markets: Certain foreign securities may be less liquid (harder to sell) and
their prices may be more volatile than many U.S. securities. llliquidity tends to be
greater, and valuation of the Fund's foreign securities may be more difficult, due to
the infrequent trading and/or delayed reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country can adversely affect
securities of issuers in other countries whose economies appear to be unrelated.
To the extent that the Fund invests a significant portion of its assets in a specific
geographic region or a particular country, the Fund will generally have more
exposure to the risks affecting that specific geographic region or country. In the
event of economic or political turmoil or a deterioration of diplomatic relations in a
region or country where a substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in the value of the Fund’s
investments.

Non-Diversification: The Fund is a "non-diversified" fund. A "non-diversified" fund
generally invests a greater portion of its assets in the securities of one or more
issuers and invests overall in a smaller number of issuers than a diversified fund.
The Fund may be more sensitive to a single economic, business, political,
regulatory or other occurrence than a more diversified fund might be, which may
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negatively impact the Fund’s performance and result in greater fluctuation in the
value of the Fund's shares and a greater risk of loss.

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

Derivative Instruments: The performance of derivative instruments depends
largely on the performance of an underlying instrument, such as a currency,
security, interest rate or index, and such instruments often have risks similar to the
underlying instrument, in addition to other risks. Derivative instruments involve
costs and can create economic leverage in the Fund's portfolio, which may result in
significant volatility and cause the Fund to participate in losses (as well as gains) in
an amount that significantly exceeds the Fund's initial investment. Other risks
include illiquidity, mispricing or improper valuation of the derivative instrument, and
imperfect correlation between the value of the derivative and the underlying
instrument so that the Fund may not realize the intended benefits. Their successful
use will usually depend on the investment manager’s ability to accurately forecast
movements in the market relating to the underlying instrument. Should a market or
markets, or prices of particular classes of investments move in an unexpected
manner, especially in unusual or extreme market conditions, the Fund may not
achieve the anticipated benefits of the transaction, and it may realize losses, which
could be significant. If the investment manager is not successful in using such
derivative instruments, the Fund’s performance may be worse than if the
investment manager did not use such derivative instruments at all. When a
derivative is used for hedging, the change in value of the derivative instrument also
may not correlate specifically with the currency, security, interest rate, index or
other risk being hedged. There is also the risk, especially under extreme market
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conditions, that an instrument, which usually would operate as a hedge, provides
no hedging benefits at all.

Use of these instruments could also result in a loss if the counterparty to the
transaction (particularly with respect to OTC instruments) does not perform as
promised, including because of such counterparty’s bankruptcy or insolvency. This
risk may be heightened during volatile market conditions. Other risks include the
inability to close out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of counterparties becomes
limited for a period of time. In addition, the presence of speculators in a particular
market could lead to price distortions. To the extent that the Fund is unable to close
out a position because of market illiquidity, the Fund may not be able to prevent
further losses of value in its derivatives holdings and the Fund’s liquidity may be
impaired to the extent that it has a substantial portion of its otherwise liquid assets
marked as segregated to cover its obligations under such derivative instruments.
The Fund may also be required to take or make delivery of an underlying
instrument that the investment manager would otherwise have attempted to avoid.
Some derivatives can be particularly sensitive to changes in interest rates or other
market prices. Investors should bear in mind that, while the Fund may use
derivative strategies from time to time, it is not obligated to actively engage in these
transactions, generally or in any particular kind of derivative, if the investment
manager elects not to do so due to availability, cost or other factors.

The use of derivative strategies may also have a tax impact on the Fund. The
timing and character of income, gains or losses from these strategies could impair
the ability of the investment manager to use derivatives when it wishes to do so.

Credit: The Fund could lose money on a debt security if the issuer or borrower is
unable or fails to meet its obligations, including failing to make interest payments
and/or to repay principal when due. Changes in an issuer's financial strength, the
market's perception of the issuer's financial strength or an issuer's or security's
credit rating, which reflects a third party's assessment of the credit risk presented
by a particular issuer or security, may affect debt securities' values. The Fund may
incur substantial losses on debt securities that are inaccurately perceived to
present a different amount of credit risk by the market, the investment manager or
the rating agencies than such securities actually do.

High-Yield Debt Instruments: High-yield debt instruments (including loans) and
unrated instruments of similar credit quality (high-yield debt instruments or junk
bonds) involve greater risk of a complete loss of the Fund's investment, or delays
of interest and principal payments, than higher-quality debt instruments or loans.
Issuers of high-yield debt instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt instruments are generally
considered predominantly speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties because they may be more
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highly leveraged, or because of other considerations. In addition, high yield debt
instruments generally are more vulnerable to changes in the relevant economy,
such as a recession or a sustained period of rising interest rates, that could affect
their ability to make interest and principal payments when due. If an issuer stops
making interest and/or principal payments, payments on the securities may never
resume. These instruments may be worthless and the Fund could lose its entire
investment.

The prices of high-yield debt instruments generally fluctuate more than higher-
quality securities. Prices are especially sensitive to developments affecting the
issuer's business or operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can experience sudden and
sharp price swings due to changes in economic conditions, stock market activity,
large sustained sales by major investors, a high-profile default, or other factors.
Prices of corporate high-yield debt instruments often are closely linked with the
company's stock prices and typically rise and fall in response to factors that affect
stock prices.

High-yield debt instruments are generally less liquid than higher-quality securities.
Many of these instruments are not registered for sale under the federal securities
laws and/or do not trade frequently. When they do trade, their prices may be
significantly higher or lower than expected. At times, it may be difficult to sell these
securities promptly at an acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to meet redemption requests.
As a result, certain high-yield debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt instruments can dramatically
increase the yield of such instruments. The decline in market prices generally
reflects an expectation that the issuer(s) may be at greater risk of defaulting on the
obligation to pay interest and principal when due. Therefore, substantial increases
in yield may reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income from the higher yield that
the debt instrument may pay to the Fund on its investment.

Interest Rate: Interest rate changes can be sudden and unpredictable, and are
influenced by a number of factors, including government policy, monetary policy,
inflation expectations, perceptions of risk, and supply of and demand for bonds.
Changes in government or central bank policy, including changes in tax policy or
changes in a central bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no guarantee that any particular
government or central bank policy will be continued, discontinued or changed, nor
that any such policy will have the desired effect on interest rates. Debt securities
generally tend to lose market value when interest rates rise and increase in value
when interest rates fall. A rise in interest rates also has the potential to cause
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investors to rapidly sell fixed income securities. A substantial increase in interest
rates may also have an adverse impact on the liquidity of a debt security, especially
those with longer maturities or durations. Securities with longer maturities or
durations or lower coupons or that make little (or no) interest payments before
maturity tend to be more sensitive to interest rate changes.

Prepayment: Debt securities are subject to prepayment risk when the issuer can
"call" the security, or repay principal, in whole or in part, prior to the security's
maturity. When the Fund reinvests the prepayments of principal it receives, it may
receive a rate of interest that is lower than the rate on the existing security,
potentially lowering the Fund's income, yield and its distributions to shareholders.
Securities subject to partial or complete prepayment(s) may offer less potential for
gains during a declining interest rate environment and have greater price volatility.
Prepayment risk is greater in periods of falling interest rates for fixed-rate
investments, and for floating or variable rate securities, rising interest rates
generally increase the risk of refinancings or prepayments.

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

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

More detailed information about the Fund and its policies and risks can be found in
the Fund's Statement of Additional Information (SAl).
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A description of the Fund's policies and procedures regarding the release of
portfolio holdings information is also available in the Fund's SAI. Portfolio holdings
information can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers or investment manager), One Franklin Parkway,
San Mateo, CA 94403-1906, is the Fund’s investment manager. Advisers is a
wholly-owned subsidiary of Franklin Resources, Inc. (Resources). Together,
Advisers and its affiliates manage, as of November 30, 2024, approximately $1.65
trillion in assets, and have been in the investment management business since
1947.

The Fund is managed by a team of dedicated professionals focused on
investments in equity securities. The portfolio managers of the team are as follows:

Edward D. Perks, CFA President and Director of Advisers
Mr. Perks has been a lead portfolio manager of the Fund since its inception (2019).
He joined Franklin Templeton in 1992.

Brendan Circle, CFA Senior Vice President of Advisers
Mr. Circle has been a co-lead portfolio manager of the Fund since its inception
(2019). He joined Franklin Templeton in 2014.

Todd Brighton, CFA Senior Vice President of Advisers
Mr. Brighton has been a portfolio manager of the Fund since inception (2019). He
joined Franklin Templeton in 2000.

The portfolio managers of the Fund are jointly and primarily responsible for the day-
to-day management of the Fund's portfolio. They have equal authority over all
aspects of the Fund's investment portfolio, including, but not limited to, purchases
and sales of individual securities, portfolio risk assessment, and the management
of daily cash balances in accordance with anticipated investment management
requirements. The degree to which each portfolio manager may perform these
functions, and the nature of these functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about portfolio manager
compensation, other accounts that they manage and their ownership of Fund
shares.

The Fund does not pay Advisers a fee for managing the Fund’s assets, although
investors in the Fund will pay a fee to their separately managed account program
sponsor. Advisers and its affiliates receive compensation from separately managed
account clients or program sponsors in connection with their management of client
accounts and participation in investment programs through which shares of the
Fund are made available.
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Advisers has agreed to waive fees and/or reimburse operating expenses (excluding
certain non-routine expenses or costs, such as those relating to litigation,
indemnification, reorganizations and liquidations) for the Fund so that the ratio of
total annual fund operating expenses will not exceed 0.00% until December 31,
2025. During the term, the fee waiver and expense reimbursement agreement may
not be terminated or amended without approval of the board of trustees except to
add series or classes, to reflect the extension of the termination date or to lower the
waiver and expense limitation.

A discussion regarding the basis for the board of trustees’ approval of the Fund’s
investment management agreement is available in the Fund’s report on Form N-
CSR for the period ended August 31, 2024.

Manager of Managers Structure

The investment manager and the Trust have received an exemptive order from the
SEC that allows the Fund to operate in a “manager of managers” structure whereby
the investment manager can appoint and replace both wholly-owned and
unaffiliated sub-advisors, and enter into, amend and terminate sub-advisory
agreements with such sub-advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers Structure). The Fund
will, however, inform shareholders of the hiring of any new sub-advisor within 90
days after the hiring. The SEC exemptive order provides the Fund with greater
flexibility and efficiency and alleviates the need for the Fund to incur the expense
and delays associated with obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect to the Fund is subject
to certain conditions that are set forth in the SEC exemptive order. Under the
Manager of Managers Structure, the investment manager has the ultimate
responsibility, subject to oversight by the Fund's board of trustees, to oversee sub-
advisors and recommend their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the Fund's board of
trustees: set the Fund's overall investment strategy; evaluate, select and
recommend sub-advisors to manage all or a portion of the Fund's assets; and
implement procedures reasonably designed to ensure that each sub-advisor
complies with the Fund's investment goal, policies and restrictions. Subject to
review by the Fund's board of trustees, the investment manager will allocate and,
when appropriate, reallocate the Fund's assets among sub-advisors and monitor
and evaluate the sub-advisors’ performance.

Financial Highlights

The Financial Highlights present the Fund's financial performance for the past five
years or since its inception. Certain information reflects financial results for a single
Fund share. The total returns represent the rate that an investor would have earned
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or lost on an investment in the Fund assuming reinvestment of dividends and
capital gains. This information has been audited by PricewaterhouseCoopers LLP,
an independent registered public accounting firm, whose report, along with the
Fund's financial statements, are available on the Fund's website and are included
in the Form N-CSR filed with the SEC, which is available upon request.
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Year Ended August 31,
2024 2023 2022 2021 2020

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $11.56 $11.29 $12.77 $10.15 $10.69
Income from investment operations?:

Net investment income® 0.37 0.42 0.37 0.35 0.36

Net realized and unrealized gains (losses) 1.60 0.75 (0.31) 2.72 (0.19)
Total from investment operations 1.97 117 0.06 3.07 0.17
Less distributions from:

Net investment income (0.76) (0.72) (0.83) (0.45) (0.49)

Net realized gains — (0.18) (0.71) — (0.22)

Tax return of capital — (—)° — — —
Total distributions (0.76) (0.90) (1.54) (0.45) (0.71)
Net asset value, end of year $12.77 $11.56 $11.29 $12.77 $10.15
Total return 17.78%  10.81% 0.38%  30.95% 1.77%
Ratios to average net assets
Expenses before waiver and payments by
affiliates 0.10% 0.27% 1.36% 2.19% 2.85%
Expenses net of waiver and payments by
affiliates —% —%¢ —% —%¢ —%¢
Net investment income 3.12% 3.70% 3.11% 3.05% 3.48%
Supplemental data
Net assets, end of year (000's) $217,932  $61,992  $12,863 $5,155 $3,847
Portfolio turnover rate 93.40% 123.80% 117.70%  49.90%  58.50%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the
period due to the timing of sales and repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of
the investments of the Fund.

b. Based on average daily shares outstanding.

¢. Amount rounds to less than $0.01 per share.

d. Benefit of expense reduction rounds to less than 0.01%.
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Investment Goal

The Fund's investment goal is to seek to maximize income while maintaining
prospects for capital appreciation. The Fund's investment goal is non-fundamental
and therefore may be changed by the Trust's board of trustees without shareholder
approval. Shareholders will be given at least 60 days' advance notice of any
change to the Fund's investment goal.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests predominantly in debt securities.
Debt securities obligate the issuer to repay a loan of money at a future date and
generally provide for the payment of interest on the amount borrowed to the bond
or note holders. Debt securities include all varieties of fixed, floating and variable
rate instruments including secured and unsecured bonds, bonds convertible into
common stock, senior floating rate and term loans, mortgage-backed securities and
other asset-backed securities, debentures, zero coupon bonds, notes, and short-
term debt instruments. Debt securities tend to increase in value when interest rates
decline and decrease in value when interest rates rise. Generally, lower-rated
securities pay higher yields than more highly rated securities to compensate
investors for the greater risk of default or of price fluctuations due to changes in the
issuer's creditworthiness. Debt securities may include convertible securities.
Convertible securities generally are debt securities or preferred stock that may be
converted into common stock after certain time periods or under certain
circumstances. The Fund may invest in convertible securities without regard to the
ratings assigned by the rating agencies.

The Fund seeks income by selecting investments such as corporate, agency,
securitized, foreign and U.S. Treasury bonds that the investment manager believes
are attractive. The Fund maintains the flexibility to invest in securities from a variety
of sectors, but from time to time, based on economic conditions, the Fund may
have significant investments in particular sectors. The Fund may invest up to 25%
of its assets in foreign securities.

The Fund may invest up to 100% of total assets in debt securities that are rated
below investment grade (also known as "junk bonds"), including a portion in
defaulted securities. Securities rated in the top four ratings categories by at least
one independent rating agency such as S&P® Global Ratings (S&P®) and Moody's
Investors Service (Moody's) are considered investment grade. Securities rated Ba
or lower by Moody's or BB or lower by S&P, or that are unrated but determined to
be of comparable quality, are considered to be below investment grade. If,
subsequent to its purchase a security is downgraded in rating or goes into default,
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the Fund will consider such events in its evaluation of the overall investment merits
of that security but will not necessarily dispose of the security immediately.

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

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

A futures contract is a standard binding agreement to buy or sell a specified
quantity of an underlying instrument or asset, such as a specific bond, at a
specified price at a specified later date that trade on an exchange.

Swap agreements, such as interest rate and credit default swaps, are contracts
between the Fund and another party (the swap counterparty) involving the
exchange of payments on specified terms over periods ranging from a few days to
multiple years. A swap agreement may be negotiated bilaterally and traded over-
the-counter (OTC) between two parties (for an uncleared swap) or, in some
instances, must be transacted through a futures commission merchant (FCM) and
cleared through a clearinghouse that serves as a central counterparty (for a cleared
swap). In a basic swap transaction, the Fund agrees with the swap counterparty to
exchange the returns (or differentials in rates of return) and/or cash flows earned or
realized on a particular “notional amount” of underlying instruments. The notional
amount is the set amount selected by the parties as the basis on which to calculate
the obligations that they have agreed to exchange. The parties typically do not
actually exchange the notional amount. Instead, they agree to exchange the
returns that would be earned or realized if the notional amount were invested in
given instruments or at given interest rates.

For credit default swaps, the “buyer” of the credit default swap agreement is
obligated to pay the “seller” a periodic stream of payments over the term of the
agreement in return for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying reference debt obligation.
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The buyer of the credit default swap is purchasing the obligation of its counterparty
to offset losses the buyer could experience if there was such a credit event.
Generally, a credit event means bankruptcy, failure to timely pay interest or
principal, obligation acceleration or default, or repudiation or restructuring of the
reference debt obligation. The contingent payment by the seller generally is either
the face amount of the reference debt obligation in exchange for the physical
delivery of the reference debt obligation or a cash payment equal to the decrease
in market value of the reference debt obligation following the occurrence of the
credit event.

An interest rate swap is an agreement between two parties to exchange interest
rate payment obligations. Typically, one rate is based on an interest rate fixed to
maturity while the other is based on an interest rate that changes in accordance
with changes in a designated benchmark (for example, LIBOR, prime, commercial
paper, or other benchmarks).

A call option gives the purchaser of the option, upon payment of a premium, the
right to buy, and the seller the obligation to sell, the underlying instrument at the
exercise price. Conversely, a put option gives the purchaser of the option, upon
payment of a premium, the right to sell, and the seller of the option the obligation to
buy, the underlying instrument at the exercise price. For example, when the
investment manager expects the price of a credit default swap to decline in value,
the Fund may purchase put options that are expected to increase in value as the
price of the swap declines to hedge against such anticipated decline in value.

Equity-linked notes (ELNs) are hybrid derivative-type instruments that are specially
designed to combine the characteristics of one or more reference securities
(usually a single stock, a stock index or a basket of stocks (underlying securities))
and a related equity derivative, such as a put or call option, in a single note form.
The Fund may engage in all types of ELNs, including those that: (1) provide for
protection of the Fund’s principal in exchange for limited participation in the
appreciation of the underlying securities, and (2) do not provide for such protection
and subject the Fund to the risk of loss of the Fund’s principal investment. ELNs
can provide the Fund with an efficient investment tool that may be less expensive
than investing directly in the underlying securities and the related equity derivative.

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

With respect to the Fund, the investment manager has claimed an exclusion from
the definition of “commodity pool operator” (CPO) under the Commaodity Exchange
Act (CEA) and the rules of the Commodity Futures Trading Commission (CFTC)
and, therefore, is not subject to CFTC registration or regulation as a CPO. In
addition, with respect to the Fund, the investment manager is relying upon a related
exclusion from the definition of “commodity trading advisor” (CTA) under the CEA
and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among other things, to adhere to
certain limits on its investments in commaodity futures, commodity options and
swaps, which in turn include non-deliverable currency forward contracts, as further
described in the Fund's Statement of Additional Information (SAIl). Because the
investment manager and the Fund intend to comply with the terms of the CPO
exclusion, the Fund may, in the future, need to adjust its investment strategies,
consistent with its investment goal, to limit its investments in these types of
instruments. The Fund is not intended as a vehicle for trading in the commodity
futures, commodity options, or swaps markets. The CFTC has neither reviewed nor
approved the investment manager’s reliance on these exclusions, or the Fund, its
investment strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic conditions are
unfavorable for investors, the investment manager may invest up to 100% of the
Fund’s assets in a temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high quality short-term
investments. Temporary defensive investments generally may include short-term
U.S. government securities, high grade commercial paper, bank obligations,
repurchase agreements, money market fund shares (including shares of an
affiliated money market fund), and other money market instruments. The
investment manager also may invest in these types of securities or hold cash while
looking for suitable investment opportunities or to maintain liquidity. In these
circumstances, the Fund may be unable to achieve its investment goal.

Principal Risks

Credit: The Fund could lose money on a debt security if the issuer or borrower is
unable or fails to meet its obligations, including failing to make interest payments
and/or to repay principal when due. Changes in an issuer's financial strength, the
market's perception of the issuer's financial strength or an issuer's or security's
credit rating, which reflects a third party's assessment of the credit risk presented
by a particular issuer or security, may affect debt securities' values. The Fund may
incur substantial losses on debt securities that are inaccurately perceived to
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present a different amount of credit risk by the market, the investment manager or
the rating agencies than such securities actually do.

High-Yield Debt Instruments: High-yield debt instruments (including loans) and
unrated instruments of similar credit quality (high-yield debt instruments or junk
bonds) involve greater risk of a complete loss of the Fund's investment, or delays
of interest and principal payments, than higher-quality debt instruments or loans.
Issuers of high-yield debt instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt instruments are generally
considered predominantly speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In addition, high yield debt
instruments generally are more vulnerable to changes in the relevant economy,
such as a recession or a sustained period of rising interest rates, that could affect
their ability to make interest and principal payments when due. If an issuer stops
making interest and/or principal payments, payments on the securities may never
resume. These instruments may be worthless and the Fund could lose its entire
investment.

The prices of high-yield debt instruments generally fluctuate more than higher-
quality securities. Prices are especially sensitive to developments affecting the
issuer's business or operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can experience sudden and
sharp price swings due to changes in economic conditions, stock market activity,
large sustained sales by major investors, a high-profile default, or other factors.
Prices of corporate high-yield debt instruments often are closely linked with the
company's stock prices and typically rise and fall in response to factors that affect
stock prices.

High-yield debt instruments are generally less liquid than higher-quality securities.
Many of these instruments are not registered for sale under the federal securities
laws and/or do not trade frequently. When they do trade, their prices may be
significantly higher or lower than expected. At times, it may be difficult to sell these
securities promptly at an acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to meet redemption requests.
As a result, certain high-yield debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt instruments can dramatically
increase the yield of such instruments. The decline in market prices generally
reflects an expectation that the issuer(s) may be at greater risk of defaulting on the
obligation to pay interest and principal when due. Therefore, substantial increases
in yield may reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income from the higher yield that
the debt instrument may pay to the Fund on its investment.
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If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

Interest Rate: Interest rate changes can be sudden and unpredictable, and are
influenced by a number of factors, including government policy, monetary policy,
inflation expectations, perceptions of risk, and supply of and demand for bonds.
Changes in government or central bank policy, including changes in tax policy or
changes in a central bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no guarantee that any particular
government or central bank policy will be continued, discontinued or changed, nor
that any such policy will have the desired effect on interest rates. Debt securities
generally tend to lose market value when interest rates rise and increase in value
when interest rates fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial increase in interest
rates may also have an adverse impact on the liquidity of a debt security, especially
those with longer maturities or durations. Securities with longer maturities or
durations or lower coupons or that make little (or no) interest payments before
maturity tend to be more sensitive to interest rate changes.

Income: The Fund's distributions to shareholders may decline when prevailing
interest rates fall, when the Fund experiences defaults on debt securities it holds or
when the Fund realizes a loss upon the sale of a debt security. The Fund's income
generally declines during periods of falling benchmark interest rates because the
Fund must reinvest the proceeds it receives from existing investments (upon their
maturity, prepayment, amortization, sale, call, or buy-back) at a lower rate of
interest or return.

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

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual issuers (such as the results
of supply and demand), or sectors within the securities markets. The value of a
security or other investment also may go up or down due to general market
conditions that are not specifically related to a particular issuer, such as real or
perceived adverse economic conditions, changes in interest rates or exchange
rates, or adverse investor sentiment generally. Furthermore, events involving
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limited liquidity, defaults, non-performance or other adverse developments that
affect one industry, such as the financial services industry, or concerns or rumors
about any events of these kinds, have in the past and may in the future lead to
market-wide liquidity problems, may spread to other industries, and could
negatively affect the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread of diseases; natural,
environmental or man-made disasters; financial, political or social disruptions;
terrorism and war; and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economies of many companies, sectors,
nations, regions and the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities markets, multiple asset
classes may decline in value. When markets perform well, there can be no
assurance that securities or other investments held by the Fund will participate in or
otherwise benefit from the advance.

The long-term impact of the COVID-19 pandemic and its subsequent variants on
economies, markets, industries and individual issuers is not known. The U.S.
government and the Federal Reserve, as well as certain foreign governments and
central banks, took extraordinary actions to support local and global economies
and the financial markets in response to the COVID-19 pandemic. This and other
government intervention into the economy and financial markets have resulted in a
large expansion of government deficits and debt, the long-term consequences of
which are not known.

Mortgage Securities and Asset-Backed Securities: Mortgage securities differ
from conventional debt securities because principal is paid back over the life of the
security rather than at maturity. The Fund may receive unscheduled prepayments
of principal due to voluntary prepayments, refinancing or foreclosure on the
underlying mortgage loans. To the Fund this means a loss of anticipated interest,
and a portion of its principal investment represented by any premium the Fund may
have paid. Mortgage prepayments generally increase when interest rates fall.
Because of prepayments, mortgage securities may be less effective than some
other types of debt securities as a means of "locking in" long-term interest rates
and may have less potential for capital appreciation during periods of falling interest
rates. When the Fund reinvests the prepayments of principal it receives, it may
receive a rate of interest that is lower than the rate on the existing security.

Mortgage securities also are subject to extension risk. An unexpected rise in
interest rates could reduce the rate of prepayments on mortgage securities and
extend their life. This could cause the price of the mortgage securities and the
Fund's share price to fall and would make the mortgage securities more sensitive
to interest rate changes.

Since September 2008, the Federal Housing Finance Agency (FHFA), an agency
of the U.S. government, has acted as the conservator to operate Fannie Mae and
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Freddie Mac until they are stabilized. It is unclear how long the conservatorship will
last or what effect this conservatorship will have on the securities issued or
guaranteed by Fannie Mae or Freddie Mac for the long-term.

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

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

Non-Diversification: A "non-diversified" fund generally invests a greater portion of
its assets in the securities of one or more issuers and invests overall in a smaller
number of issuers than a diversified fund. The Fund may be more sensitive to a
single economic, business, political, regulatory or other occurrence than a more
diversified fund might be, which may negatively impact the Fund’s performance and
result in greater fluctuation in the value of the Fund's shares and a greater risk of
loss.

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

Currency exchange rates: Foreign securities may be issued and traded in foreign
currencies. As a result, their market values in U.S. dollars may be affected by
changes in exchange rates between such foreign currencies and the U.S. dollar, as
well as between currencies of countries other than the U.S. For example, if the
value of the U.S. dollar goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because it will be worth fewer
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U.S. dollars. The Fund accrues additional expenses when engaging in currency
exchange transactions, and valuation of the Fund's foreign securities may be
subject to greater risk because both the currency (relative to the U.S. dollar) and
the security must be considered.

Political and economic developments: The political, economic and social policies
or structures of some foreign countries may be less stable and more volatile than
those in the United States. Investments in these countries may be subject to
greater risks of internal and external conflicts, expropriation, nationalization of
assets, foreign exchange controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of assets, political or social
instability, military action or unrest, diplomatic developments, currency
devaluations, foreign ownership limitations, and substantial, punitive or confiscatory
tax increases. It is possible that a government may take over the assets or
operations of a company or impose restrictions on the exchange or export of
currency or other assets. Some countries also may have different legal systems
that may make it difficult or expensive for the Fund to vote proxies, exercise
shareholder rights, and pursue legal remedies with respect to its foreign
investments. Diplomatic and political developments could affect the economies,
industries, and securities and currency markets of the countries in which the Fund
is invested. These developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the United States, other
nations or other governmental entities, including supranational entities; terrorism;
and war. In addition, such developments could contribute to the devaluation of a
country’s currency, a downgrade in the credit ratings of issuers in such country, or
a decline in the value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions impacting, certain
issuers in a country could result in (i) an immediate freeze of that issuer’s
securities, impairing the ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to invest or hold such
securities. These factors would affect the value of the Fund’s investments and are
extremely difficult, if not impossible, to predict and take into account with respect to
the Fund's investments.

Trading practices: Brokerage commissions, withholding taxes, custodial fees, and
other fees generally are higher in foreign markets. The policies and procedures
followed by foreign stock exchanges, currency markets, trading systems and
brokers may differ from those applicable in the United States, with possibly
negative consequences to the Fund. The procedures and rules governing foreign
trading, settlement and custody (holding of the Fund's assets) also may result in
losses or delays in payment, delivery or recovery of money or other property.
Foreign government supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different from government
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supervision in the United States, and may increase the Fund's regulatory and
compliance burden and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be subject to the same
disclosure, accounting, auditing and financial reporting standards and practices as
U.S. issuers. Thus, there may be less information publicly available about foreign
issuers than about most U.S. issuers. In addition, information provided by foreign
issuers may be less timely or less reliable than information provided by U.S.
issuers.

Limited markets: Certain foreign securities may be less liquid (harder to sell) and
their prices may be more volatile than many U.S. securities. llliquidity tends to be
greater, and valuation of the Fund's foreign securities may be more difficult, due to
the infrequent trading and/or delayed reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country can adversely affect
securities of issuers in other countries whose economies appear to be unrelated.
To the extent that the Fund invests a significant portion of its assets in a specific
geographic region or a particular country, the Fund will generally have more
exposure to the risks affecting that specific geographic region or country. In the
event of economic or political turmoil or a deterioration of diplomatic relations in a
region or country where a substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in the value of the Fund’s
investments.

Prepayment: Debt securities are subject to prepayment risk when the issuer can
"call" the security, or repay principal, in whole or in part, prior to the security's
maturity. When the Fund reinvests the prepayments of principal it receives, it may
receive a rate of interest that is lower than the rate on the existing security,
potentially lowering the Fund's income, yield and its distributions to shareholders.
Securities subject to partial or complete prepayment(s) may offer less potential for
gains during a declining interest rate environment and have greater price volatility.
Prepayment risk is greater in periods of falling interest rates for fixed-rate
investments, and for floating or variable rate securities, rising interest rates
generally increase the risk of refinancings or prepayments.

Derivative Instruments: The performance of derivative instruments depends
largely on the performance of an underlying instrument, such as a currency,
security, interest rate or index, and such instruments often have risks similar to the
underlying instrument, in addition to other risks. Derivative instruments involve
costs and can create economic leverage in the Fund's portfolio, which may result in
significant volatility and cause the Fund to participate in losses (as well as gains) in
an amount that significantly exceeds the Fund's initial investment. Other risks
include illiquidity, mispricing or improper valuation of the derivative instrument, and
imperfect correlation between the value of the derivative and the underlying
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instrument so that the Fund may not realize the intended benefits. Their successful
use will usually depend on the investment manager’s ability to accurately forecast
movements in the market relating to the underlying instrument. Should a market or
markets, or prices of particular classes of investments move in an unexpected
manner, especially in unusual or extreme market conditions, the Fund may not
achieve the anticipated benefits of the transaction, and it may realize losses, which
could be significant. If the investment manager is not successful in using such
derivative instruments, the Fund’s performance may be worse than if the
investment manager did not use such derivative instruments at all. When a
derivative is used for hedging, the change in value of the derivative instrument also
may not correlate specifically with the currency, security, interest rate, index or
other risk being hedged. There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate as a hedge, provides
no hedging benefits at all.

Use of these instruments could also result in a loss if the counterparty to the
transaction (particularly with respect to OTC instruments) does not perform as
promised, including because of such counterparty’s bankruptcy or insolvency. This
risk may be heightened during volatile market conditions. Other risks include the
inability to close out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of counterparties becomes
limited for a period of time. In addition, the presence of speculators in a particular
market could lead to price distortions. To the extent that the Fund is unable to close
out a position because of market illiquidity, the Fund may not be able to prevent
further losses of value in its derivatives holdings and the Fund’s liquidity may be
impaired to the extent that it has a substantial portion of its otherwise liquid assets
marked as segregated to cover its obligations under such derivative instruments.
The Fund may also be required to take or make delivery of an underlying
instrument that the investment manager would otherwise have attempted to avoid.
Some derivatives can be particularly sensitive to changes in interest rates or other
market prices. Investors should bear in mind that, while the Fund may use
derivative strategies from time to time, it is not obligated to actively engage in these
transactions, generally or in any particular kind of derivative, if the investment
manager elects not to do so due to availability, cost or other factors.

The use of derivative strategies may also have a tax impact on the Fund. The
timing and character of income, gains or losses from these strategies could impair
the ability of the investment manager to use derivatives when it wishes to do so.

Convertible Securities: A convertible security is generally a debt obligation,
preferred stock or other security that pays interest or dividends and may be
converted by the holder within a specified period of time into common stock. The
value of convertible securities may rise and fall with the market value of the
underlying stock or, like a debt security, vary with changes in interest rates and the
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credit quality of the issuer. A convertible security tends to perform more like a stock
when the underlying stock price is high relative to the conversion price (because
more of the security's value resides in the option to convert) and more like a debt
security when the underlying stock price is low relative to the conversion price
(because the option to convert is less valuable). Because its value can be
influenced by many different factors, a convertible security is not as sensitive to
interest rate changes as a similar non-convertible debt security, and generally has
less potential for gain or loss than the underlying stock.

Liquidity: Liquidity risk exists when the markets for particular securities or types of
securities or other investments are or become relatively illiquid so that the Fund is
unable, or it becomes more difficult for the Fund, to sell the security or other
investment at the price at which the Fund has valued the security. llliquidity may
result from political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market'’s size or structure, including the number
of participants; or overall market disruptions. Securities or other investments with
reduced liquidity or that become illiquid may involve greater risk than securities with
more liquid markets. Market prices or quotations for illiquid securities may be
volatile, and there may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and the Fund's ability to sell
particular securities when necessary to meet the Fund's liquidity needs, which may
arise or increase in response to a specific economic event or because the
investment manager wishes to purchase particular investments or believes that a
higher level of liquidity would be advantageous. An investment may become illiquid
if the Fund and its affiliates receive material non-public information about the issuer
or the investment. To the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may be subject to greater
liquidity risk than if the issuer's securities were more widely held.

Management: The Fund is actively managed and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made for
the Fund's portfolio prove to be incorrect. The Fund could also experience losses if
there are imperfections, errors or limitations in the models, tools, and data used by
the investment manager or if the investment manager’s techniques or investment
decisions do not produce the desired results. Additionally, legislative, regulatory, or
tax developments may affect the investment techniques available to the investment
manager in connection with managing the Fund and may also adversely affect the
ability of the Fund to achieve its investment goal.

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

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

More detailed information about the Fund and its policies and risks can be found in
the Fund's Statement of Additional Information (SAl).

A description of the Fund's policies and procedures regarding the release of
portfolio holdings information is also available in the Fund's SAl. Portfolio holdings
information can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers or investment manager), One Franklin Parkway,
San Mateo, CA 94403-1906, is the Fund’s investment manager. Advisers is a
wholly-owned subsidiary of Franklin Resources, Inc. (Resources). Together,
Advisers and its affiliates manage, as of November 30, 2024, approximately $1.65
trillion in assets, and have been in the investment management business since
1947.

The Fund is managed by a team of dedicated professionals focused on
investments in debt securities. The portfolio managers of the team are as follows:

Edward D. Perks, CFA President and Director of Advisers
Mr. Perks has been a portfolio manager of the Fund since its inception (2019). He
joined Franklin Templeton in 1992.

Brendan Circle, CFA Senior Vice President of Advisers
Mr. Circle has been a portfolio manager of the Fund since its inception (2019). He
joined Franklin Templeton in 2014.
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Todd Brighton, CFA Senior Vice President of Advisers
Mr. Brighton has been a portfolio manager of the Fund since its inception (2019).
He joined Franklin Templeton in 2000.

The portfolio managers of the Fund are jointly and primarily responsible for the day-
to-day management of the Fund's portfolio. They have equal authority over all
aspects of the Fund's investment portfolio, including, but not limited to, purchases
and sales of individual securities, portfolio risk assessment, and the management
of daily cash balances in accordance with anticipated investment management
requirements. The degree to which each portfolio manager may perform these
functions, and the nature of these functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about portfolio manager
compensation, other accounts that they manage and their ownership of Fund
shares.

The Fund does not pay Advisers a fee for managing the Fund’s assets, although
investors in the Fund will pay a fee to their separately managed account program
sponsor. Advisers and its affiliates receive compensation from separately managed
account clients or program sponsors in connection with their management of client
accounts and participation in investment programs through which shares of the
Fund are made available.

Advisers has agreed to waive fees and/or reimburse operating expenses (excluding
certain non-routine expenses or costs, such as those relating to litigation,
indemnification, reorganizations and liquidations) for the Fund so that the ratio of
total annual fund operating expenses will not exceed 0.00% until December 31,
2025. During the term, the fee waiver and expense reimbursement agreement may
not be terminated or amended without approval of the board of trustees except to
add series or classes, to reflect the extension of the termination date or to lower the
waiver and expense limitation.

A discussion regarding the basis for the board of trustees’ approval of the Fund’s
investment management agreement is available in the Fund’s report on Form N-
CSR for the period ended August 31, 2024.

Manager of Managers Structure

The investment manager and the Trust have received an exemptive order from the
SEC that allows the Fund to operate in a “manager of managers” structure whereby
the investment manager can appoint and replace both wholly-owned and
unaffiliated sub-advisors, and enter into, amend and terminate sub-advisory
agreements with such sub-advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers Structure). The Fund
will, however, inform shareholders of the hiring of any new sub-advisor within 90
days after the hiring. The SEC exemptive order provides the Fund with greater
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flexibility and efficiency and alleviates the need for the Fund to incur the expense
and delays associated with obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect to the Fund is subject
to certain conditions that are set forth in the SEC exemptive order. Under the
Manager of Managers Structure, the investment manager has the ultimate
responsibility, subject to oversight by the Fund's board of trustees, to oversee sub-
advisors and recommend their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the Fund's board of
trustees: set the Fund's overall investment strategy; evaluate, select and
recommend sub-advisors to manage all or a portion of the Fund's assets; and
implement procedures reasonably designed to ensure that each sub-advisor
complies with the Fund's investment goal, policies and restrictions. Subject to
review by the Fund's board of trustees, the investment manager will allocate and,
when appropriate, reallocate the Fund's assets among sub-advisors and monitor
and evaluate the sub-advisors’ performance.

Financial Highlights

The Financial Highlights present the Fund's financial performance for the past five
years or since its inception. Certain information reflects financial results for a single
Fund share. The total returns represent the rate that an investor would have earned
or lost on an investment in the Fund assuming reinvestment of dividends and
capital gains. This information has been audited by PricewaterhouseCoopers LLP,
an independent registered public accounting firm, whose report, along with the
Fund's financial statements, are available on the Fund's website and are included
in the Form N-CSR filed with the SEC, which is available upon request.
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Year Ended August 31,
2024 2023 2022 2021 2020

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $7.78 $7.83 $9.73 $8.95 $10.12
Income from investment operations?:

Net investment income® 0.61 0.64 0.65 0.66 0.64

Net realized and unrealized gains (losses) 0.33 (0.07) (1.85) 0.78 (1.10)
Total from investment operations 0.94 0.57 (1.20) 1.44 (0.46)
Less distributions from:

Net investment income (0.61) (0.62) (0.70) (0.66) (0.71)

Tax return of capital — (—)e (—)° — —
Total distributions (0.61) (0.62) (0.70) (0.66) (0.71)
Net asset value, end of year $8.11 $7.78 $7.83 $9.73 $8.95
Total return 12.71% 757% (1287)%  16.48%  (4.51)%
Ratios to average net assets
Expenses before waiver and payments by
affiliates 0.08% 0.20% 1.27% 3.10% 3.55%
Expenses net of waiver and payments by
affiliates —% —%¢ —% —%¢ —%°
Net investment income 7.81% 8.24% 7.72% 7.01% 6.98%
Supplemental data
Net assets, end of year (000’s) $373,874  $109,051  $19,910 $3,699 $3,506
Portfolio turnover rate 16.69%  27.73%  30.22%  3250%  43.24%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the
period due to the timing of sales and repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of
the investments of the Fund.

b. Based on average daily shares outstanding.
¢. Amount rounds to less than $0.01 per share.
d. Benefit of expense reduction rounds to less than 0.01%.
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Investment Goal

The Fund's investment goal is to seek to provide investors with a high level of
income exempt from federal and California personal income taxes with capital
appreciation as a secondary goal. The Fund's investment goals are non-
fundamental and therefore may be changed by the Trust's board of trustees without
shareholder approval. Shareholders will be given at least 60 days' advance notice
of any change to the Fund's investment goals.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests substantially all of its net assets
in municipal securities whose interest is free from regular federal income taxes and
from California personal income taxes. Although the Fund attempts to invest all of
its assets in securities whose interest is free from regular federal and California
personal income taxes, it is possible, although not anticipated, that a portion of its
net assets may be in securities that pay interest subject to federal or state income
taxes. The Fund also may have up to 100% of its assets in securities that pay
interest subject to the federal alternative minimum tax.

The Fund may invest in municipal securities rated in any rating category (or
unrated or short-term rated securities of comparable credit quality), including
municipal securities rated A or lower by one or more U.S. nationally recognized
rating services (or unrated or short-term rated securities of comparable credit
quality) and securities of issuers that are, or are about to be, involved in
reorganizations, financial restructurings, or bankruptcy. Such investments typically
involve the purchase of lower-rated or defaulted debt securities, comparable
unrated debt securities, or other indebtedness (or participations in the
indebtedness) of such issuers.

Municipal securities are issued by state and local governments, their agencies and
authorities, as well as by the District of Columbia and U.S. territories and
possessions, such as Puerto Rico, Guam and the U.S. Virgin Islands, to borrow
money for various public and private projects. Municipal securities generally pay a
fixed, floating or variable rate of interest, and require that the amount borrowed
(principal) be repaid at maturity.

The Fund may invest in insured municipal securities, which are covered by
insurance policies that guarantee the timely payment of principal and interest. The
Fund generally purchases bonds that have insurance in place so it does not pay
insurance premiums directly. The premium costs, however, are reflected in a lower
yield and/or higher price for the insured bond. When beneficial, the Fund may
purchase insurance for an uninsured bond directly from a qualified municipal bond
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insurer, in which case the Fund pays the insurance premium directly to the
insurance company. The investment manager may also consider the cost of
insurance when selecting securities for the Fund. It is important to note that
insurance does not guarantee the market value of an insured security, or the
Fund's share price or distributions, and shares of the Fund are not insured.

The Fund may invest in securities of any maturity or duration. The Fund also may
invest up to 15% of its total assets in municipal securities issued by U.S. territories.

The Fund may invest in variable and floating rate securities, primarily variable rate
demand notes, the interest rates of which change either at specific intervals or
whenever a benchmark rate changes. While this feature helps protect against a
decline in the security’s market price when interest rates rise, it lowers the Fund’s
income when interest rates fall.

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

Although the investment manager searches for investments across a large number
of municipal securities that finance different types of projects, from time to time,
based on economic conditions, the Fund may have significant positions in
municipal securities that finance similar types of projects.

The investment manager selects securities that it believes will provide the best
balance between risk and return within the Fund’s range of allowable investments
and typically invests with a long-term time horizon. This means it generally holds
securities in the Fund’s portfolio for income purposes, although the investment
manager may sell a security at any time if it believes it could help the Fund meet its
goal. With a focus on income, individual securities are considered for purchase or
sale based on various factors and considerations, including credit profile, risk,
structure, pricing, portfolio impact, duration management, restructuring,
opportunistic trading and tax loss harvesting opportunities.

When selecting securities for the Fund’s portfolio, the investment manager may
consider existing market conditions, the availability of lower-rated securities, and
whether the difference in yields between higher and lower-rated securities justifies
the higher risk of lower-rated securities.

In addition to the Principal Strategies above, other investments in which the Fund
may invest include municipal lease obligations, zero coupon securities and
deferred interest securities. Municipal lease obligations generally are issued to
support a government's infrastructure by financing or refinancing equipment or
property acquisitions or the construction, expansion or rehabilitation of public
facilities. In such transactions, equipment or property is leased to a state or local
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government, which, in turn, pays lease payments to the lessor consisting of interest
and principal payments on the obligations.

Temporary Investments

When the investment manager believes market or economic conditions are unusual
or unfavorable for investors, the investment manager may invest up to 100% of the
Fund’s assets in a temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high quality short-term
investments, such as variable rate demand notes. Temporary defensive
investments generally may include securities that pay taxable interest. The
investment manager may also invest in these types of securities or hold cash when
securities meeting a Fund’s investment criteria are unavailable or to maintain
liquidity. In these circumstances, a Fund may be unable to achieve its investment
goal.

Principal Risks

Interest Rate: Interest rate changes can be sudden and unpredictable, and are
influenced by a number of factors, including government policy, monetary policy,
inflation expectations, perceptions of risk, and supply of and demand for bonds.
Changes in government or central bank policy, including changes in tax policy or
changes in a central bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no guarantee that any particular
government or central bank policy will be continued, discontinued or changed, nor
that any such policy will have the desired effect on interest rates. Debt securities
generally tend to lose market value when interest rates rise and increase in value
when interest rates fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial increase in interest
rates may also have an adverse impact on the liquidity of a debt security, especially
those with longer maturities or durations. Securities with longer maturities or
durations or lower coupons or that make little (or no) interest payments before
maturity tend to be more sensitive to interest rate changes.

Credit: The Fund could lose money on a debt security if the issuer or borrower is
unable or fails to meet its obligations, including failing to make interest payments
and/or to repay principal when due. Changes in an issuer's financial strength, the
market's perception of the issuer's financial strength or an issuer's or security's
credit rating, which reflects a third party's assessment of the credit risk presented
by a particular issuer or security, may affect debt securities' values. The Fund may
incur substantial losses on debt securities that are inaccurately perceived to
present a different amount of credit risk by the market, the investment manager or
the rating agencies than such securities actually do.
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The Fund’s portfolio securities may be supported by credit enhancements provided
by an insurance company, bank, or other foreign or domestic entity. For example,
some municipal securities are insured by a policy that guarantees the timely
payment of principal and interest. Other municipal securities may be backed by
letters of credit, guarantees, or escrow or trust accounts containing high quality
securities, including securities backed by the full faith and credit of the U.S.
government, to secure the payment of principal and interest. Securities supported
by credit enhancements have the credit risk of the entity providing the credit
support. To the extent the Fund holds these securities, a change in the credit rating
of the entity providing credit support may affect the value of the securities it
supports, the Fund’s share price and Fund performance. The Fund might also be
adversely impacted by the inability of an entity providing credit support to meet its
obligations.

Liquidity: Liquidity risk exists when the markets for particular securities or types of
securities or other investments are or become relatively illiquid so that the Fund is
unable, or it becomes more difficult for the Fund, to sell the security or other
investment at the price at which the Fund has valued the security. llliquidity may
result from political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market'’s size or structure, including the number
of participants; or overall market disruptions. Securities or other investments with
reduced liquidity or that become illiquid may involve greater risk than securities with
more liquid markets. Market prices or quotations for illiquid securities may be
volatile, and there may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and the Fund's ability to sell
particular securities when necessary to meet the Fund's liquidity needs, which may
arise or increase in response to a specific economic event or because the
investment manager wishes to purchase particular investments or believes that a
higher level of liquidity would be advantageous. An investment may become illiquid
if the Fund and its affiliates receive material non-public information about the issuer
or the investment. To the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may be subject to greater
liquidity risk than if the issuer's securities were more widely held.

Tax Legislative and Political Changes: The municipal securities market could be
significantly affected by adverse political and legislative changes or litigation at the
federal or state level. The value of municipal bonds is closely tied to the benefits of
tax-exempt income to investors. Significant revisions of federal income tax laws or
regulations revising income tax rates or the tax-exempt character of municipal
bonds, or even proposed changes and deliberations on this topic by the federal
government, could cause municipal bond prices to fall. For example, lower federal
income tax rates would reduce certain relative advantages of owning municipal
bonds, and lower state income tax rates could have similar effects. In addition, the
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application of corporate minimum tax rates to financial statement income may have
the effect of reducing demand for municipal bonds among corporate investors,
which may in turn impact municipal bond prices.

Tax-Exempt Securities: While the Fund endeavors to purchase only bona fide
tax-exempt securities (i.e., a security issued as paying tax-exempt interest income),
there are risks that: (a) a tax-exempt security may be reclassified by the Internal
Revenue Service (IRS), or a state tax authority, as paying taxable interest income
instead and/or (b) future legislative, administrative or court actions could adversely
impact the qualification of income from a tax-exempt security as tax-free. Such
reclassifications or actions could cause interest from a security to become taxable,
possibly retroactively, subjecting you to increased tax liability. In addition, such
reclassifications or actions could cause the value of the security, and therefore the
value of the Fund’s shares, to decline.

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual issuers (such as the results
of supply and demand), or sectors within the securities markets. The value of a
security or other investment also may go up or down due to general market
conditions that are not specifically related to a particular issuer, such as real or
perceived adverse economic conditions, changes in interest rates or exchange
rates, or adverse investor sentiment generally. Furthermore, events involving
limited liquidity, defaults, non-performance or other adverse developments that
affect one industry, such as the financial services industry, or concerns or rumors
about any events of these kinds, have in the past and may in the future lead to
market-wide liquidity problems, may spread to other industries, and could
negatively affect the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread of diseases; natural,
environmental or man-made disasters; financial, political or social disruptions;
terrorism and war; and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economies of many companies, sectors,
nations, regions and the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities markets, multiple asset
classes may decline in value. When markets perform well, there can be no
assurance that securities or other investments held by the Fund will participate in or
otherwise benefit from the advance.

The long-term impact of the COVID-19 pandemic and its subsequent variants on
economies, markets, industries and individual issuers is not known. The U.S.
government and the Federal Reserve, as well as certain foreign governments and
central banks, took extraordinary actions to support local and global economies
and the financial markets in response to the COVID-19 pandemic. This and other
government intervention into the economy and financial markets have resulted in a
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large expansion of government deficits and debt, the long-term consequences of
which are not known.

High-Yield Debt Instruments: High-yield debt instruments (including loans) and
unrated instruments of similar credit quality (high-yield debt instruments or junk
bonds) involve greater risk of a complete loss of the Fund's investment, or delays
of interest and principal payments, than higher-quality debt instruments or loans.
Issuers of high-yield debt instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt instruments are generally
considered predominantly speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In addition, high yield debt
instruments generally are more vulnerable to changes in the relevant economy,
such as a recession or a sustained period of rising interest rates, that could affect
their ability to make interest and principal payments when due. If an issuer stops
making interest and/or principal payments, payments on the securities may never
resume. These instruments may be worthless and the Fund could lose its entire
investment.

The prices of high-yield debt instruments generally fluctuate more than higher-
quality securities. Prices are especially sensitive to developments affecting the
issuer's business or operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can experience sudden and
sharp price swings due to changes in economic conditions, stock market activity,
large sustained sales by major investors, a high-profile default, or other factors.

High-yield debt instruments are generally less liquid than higher-quality securities.
Many of these instruments are not registered for sale under the federal securities
laws and/or do not trade frequently. When they do trade, their prices may be
significantly higher or lower than expected. At times, it may be difficult to sell these
securities promptly at an acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to meet redemption requests.
As a result, certain high-yield debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt instruments can dramatically
increase the yield of such instruments. The decline in market prices generally
reflects an expectation that the issuer(s) may be at greater risk of defaulting on the
obligation to pay interest and principal when due. Therefore, substantial increases
in yield may reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income from the higher yield that
the debt instrument may pay to the Fund on its investment.

If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
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Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

California: Investment in the Fund may involve more risk than an investment in a
fund that does not focus on securities of a single state. Because the Fund invests
predominantly in California municipal securities, events in California are likely to
affect the Fund’s investments and its performance. These events may include
economic or political policy changes, man-made or natural disasters, tax base
erosion, unfunded pension and healthcare liabilities, state constitutional limits on
tax increases, budget deficits and other financial difficulties, and changes in the
credit ratings assigned to California’s municipal issuers. Economic, budget and
other conditions within California can be unpredictable and can change at any time.
A negative change in any one of these or other areas could affect the ability of
California municipal issuers to meet their obligations. In addition, any downgrade to
the credit rating of the securities issued by the U.S. government may result in a
downgrade of securities issued by California.

As with California municipal securities, economic or political policy changes, tax
base erosion, constitutional limits on tax increases, budget deficits and other
financial difficulties in any of the U.S. territories in which the Fund invests, such as
Puerto Rico, Guam and the U.S. Virgin Islands, may affect the Fund’s investments
and its performance.

The discussion above does not include all relevant facts or economic or political
conditions that may affect the ability of municipal issuers to meet their debt
obligations, and is subject to change without notice. The information provided is
based on data as of December 1, 2024, from historically reliable sources, but the
investment manager has not independently verified it. This information could
change quickly and without notice and is generally only updated annually.

Focus: The Fund may invest more than 25% of its assets in municipal securities
that finance similar types of projects, such as utilities, hospitals, higher education
and transportation. A change that affects one project, such as proposed legislation
on the financing of the project, a shortage of the materials needed for the project,
or a declining need for the project, would likely affect all similar projects, thereby
increasing market risk.

Income: The Fund's distributions to shareholders may decline when prevailing
interest rates fall, when the Fund experiences defaults on debt securities it holds or
when the Fund realizes a loss upon the sale of a debt security. The Fund's income
generally declines during periods of falling benchmark interest rates because the
Fund must reinvest the proceeds it receives from existing investments (upon their
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maturity, prepayment, amortization, sale, call, or buy-back) at a lower rate of
interest or return.

Prepayment: Debt securities are subject to prepayment risk when the issuer can
"call" the security, or repay principal, in whole or in part, prior to the security's
maturity. When the Fund reinvests the prepayments of principal it receives, it may
receive a rate of interest that is lower than the rate on the existing security,
potentially lowering the Fund's income, yield and its distributions to shareholders.
Securities subject to partial or complete prepayment(s) may offer less potential for
gains during a declining interest rate environment and have greater price volatility.
Prepayment risk is greater in periods of falling interest rates for fixed-rate
investments, and for floating or variable rate securities, rising interest rates
generally increase the risk of refinancings or prepayments.

Bond Insurers: Market conditions or changes to ratings criteria could adversely
impact the ratings of municipal bond insurance companies. Rating agencies have
lowered their ratings and withdrawn ratings on some municipal bond insurers. In
such cases the insurance may be providing little or no enhancement of credit or
resale value to the municipal security and the security rating will reflect the higher
of the insurer rating or the rating of the underlying security.

Additional downgrades and withdrawal of ratings from municipal bond insurers
would further limit the availability of insurance sought by municipal bond issuers
thereby reducing the supply of insured municipal securities and potentially
increasing the amount of unrated securities held by the Fund.

Market conditions have weakened the municipal bond insurance industry leading
state regulators from time to time to require municipal bond insurers to suspend
claims payments on outstanding insurance. Certain municipal bond insurers have
withdrawn from the market. These circumstances have led to a consolidation
among municipal bond insurers which have led to a decrease in the supply of
insured municipal securities and a concentration of the insurance company credit
risk on the securities in the Fund's portfolio amongst fewer municipal bond insurers.
Due to this consolidation, events involving one or more municipal bond insurers
could have a significant adverse effect on the value of the securities insured by an
insurer and on the municipal markets as a whole.

Unrated Debt Securities: Unrated debt securities determined by the investment
manager to be of comparable credit quality to rated securities which the Fund may
purchase may pay a higher interest rate than such rated debt securities and be
subject to a greater risk of illiquidity or price changes. Less public information and
independent credit analysis are typically available about unrated securities or
issuers, and therefore they may be subject to greater risk of default.

Real Estate: Municipal securities that finance real estate projects are subject to
the risks of the real estate industry. Real estate values rise and fall in response to a
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variety of factors, including local, regional and national economic conditions,
interest rates and tax considerations. When economic growth is slow, demand for
property decreases and prices may decline. Property values may decrease
because of overbuilding, increases in property taxes and operating expenses,
changes in zoning laws, environmental regulations or hazards, insurance or
condemnation losses, or a general decline in neighborhood values.

Inflation: The market price of debt securities generally falls as inflation increases
because the purchasing power of the future income and repaid principal is
expected to be worth less when received by the Fund. Debt securities that pay a
fixed rather than variable interest rate are especially vulnerable to inflation risk
because variable-rate debt securities may be able to participate, over the long
term, in rising interest rates which have historically corresponded with long-term
inflationary trends.

Non-Diversification: The Fund is a "non-diversified" fund. A "non-diversified" fund
generally invests a greater portion of its assets in the securities of one or more
issuers and invests overall in a smaller number of issuers than a diversified fund.
The Fund may be more sensitive to a single economic, business, political,
regulatory or other occurrence than a more diversified fund might be, which may
negatively impact the Fund’s performance and result in greater fluctuation in the
value of the Fund's shares and a greater risk of loss.

Municipal Lease Obligations: Municipal lease obligations differ from other
municipal securities because the relevant legislative body must appropriate the
money each year to make the lease payments. If the money is not appropriated,
the lease may be cancelled without penalty and investors who own the lease
obligations may not be paid.

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

llliquid Securities: Certain securities are illiquid due to a limited trading market,
financial weakness of the issuer, legal or contractual restrictions on resale or
transfer, or are otherwise illiquid in the sense that they cannot be sold within seven
days at approximately the price at which the Fund values them. Securities that are
illiquid involve greater risk than securities with more liquid markets. Market
quotations for such securities may be volatile and/or subject to large spreads
between bid and ask prices. llliquidity may have an adverse impact on market price
and the Fund's ability to sell particular securities when necessary to meet the
Fund's liquidity needs or in response to a specific economic event.
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Zero Coupon and Deferred Interest Securities: These bonds tend to react more
sharply to changes in interest rates than traditional bonds. The original discount on
zero coupon or delayed interest bonds approximates the total amount of interest
the bonds will accumulate over the period until maturity or the first cash payment
date and compounds at a rate of interest reflecting the market rate of the security at
the time of issuance. The discount varies depending on the time remaining until
maturity or the cash payment date, as well as prevailing interest rates, liquidity of
the market for the security, and the perceived credit quality of the issuer. The
discount typically increases as interest rates rise, the market becomes less liquid or
the creditworthiness of the issuer deteriorates. Because investors receive no cash
prior to the maturity or cash payment date, an investment in debt securities issued
at a discount generally has a greater potential for complete loss of principal and/or
return than an investment in debt securities that make periodic interest payments.
Such investments are more vulnerable to the creditworthiness of the issuer and any
other parties upon which performance relies.

Management: The Fund is actively managed and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made for
the Fund's portfolio prove to be incorrect. The Fund could also experience losses if
there are imperfections, errors or limitations in the models, tools, and data used by
the investment manager or if the investment manager’s techniques or investment
decisions do not produce the desired results. Additionally, legislative, regulatory, or
tax developments may affect the investment techniques available to the investment
manager in connection with managing the Fund and may also adversely affect the
ability of the Fund to achieve its investment goal.

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

76 | Prospectus www.franklintempleton.com



FRANKLIN TEMPLETON SMACS: SERIES CH
FUND DETAILS

Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

More detailed information about the Fund and its policies and risks can be found in
the Fund's Statement of Additional Information (SAl).

A description of the Fund's policies and procedures regarding the release of
portfolio holdings information is also available in the Fund's SAl. Portfolio holdings
information can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers or investment manager), One Franklin Parkway,
San Mateo, CA 94403-1906, is the Fund’s investment manager. Advisers is a
wholly-owned subsidiary of Franklin Resources, Inc. (Resources). Together,
Advisers and its affiliates manage, as of November 30, 2024, approximately $1.65
trillion in assets, and have been in the investment management business since
1947.

The Fund is managed by a team of dedicated professionals focused on
investments in municipal securities. The portfolio managers of the team are as
follows:

John Wiley Senior Vice President of Advisers
Mr. Wiley has been a portfolio manager of the Fund since its inception (2019). He
joined Franklin Templeton in 1989.

Christopher Sperry, CFA Vice President of Advisers
Mr. Sperry has been a portfolio manager of the Fund since its inception (2019). He
joined Franklin Templeton in 1996.

John Bonelli Vice President of Advisers
Mr. Bonelli has been a portfolio manager of the Fund since 2020. He joined
Franklin Templeton in 2010.

Michael Conn Vice President of Advisers
Mr. Conn has been a portfolio manager of the Fund since 2020. He joined Franklin
Templeton in 2001.

The portfolio managers of the Fund are jointly and primarily responsible for the day-
to-day management of the Fund's portfolio. They have equal authority over all
aspects of the Fund's investment portfolio, including, but not limited to, purchases
and sales of individual securities, portfolio risk assessment, and the management
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of daily cash balances in accordance with anticipated investment management
requirements. The degree to which each portfolio manager may perform these
functions, and the nature of these functions, may change from time to time.
CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about portfolio manager
compensation, other accounts that they manage and their ownership of Fund
shares.

The Fund does not pay Advisers a fee for managing the Fund’s assets, although
investors in the Fund will pay a fee to their separately managed account program
sponsor. Advisers and its affiliates receive compensation from separately managed
account clients or program sponsors in connection with their management of client
accounts and participation in investment programs through which shares of the
Fund are made available.

Advisers has agreed to waive fees and/or reimburse operating expenses (excluding
certain non-routine expenses or costs, such as those relating to litigation,
indemnification, reorganizations and liquidations) for the Fund so that the ratio of
total annual fund operating expenses will not exceed 0.00% until December 31,
2025. During the term, the fee waiver and expense reimbursement agreement may
not be terminated or amended without approval of the board of trustees except to
add series or classes, to reflect the extension of the termination date or to lower the
waiver and expense limitation.

A discussion regarding the basis for the board of trustees’ approval of the Fund’s
investment management agreement is available in the Fund’s report on Form N-
CSR for the period ended August 31, 2024.

Manager of Managers Structure

The investment manager and the Trust have received an exemptive order from the
SEC that allows the Fund to operate in a “manager of managers” structure whereby
the investment manager can appoint and replace both wholly-owned and
unaffiliated sub-advisors, and enter into, amend and terminate sub-advisory
agreements with such sub-advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers Structure). The Fund
will, however, inform shareholders of the hiring of any new sub-advisor within 90
days after the hiring. The SEC exemptive order provides the Fund with greater
flexibility and efficiency and alleviates the need for the Fund to incur the expense
and delays associated with obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect to the Fund is subject
to certain conditions that are set forth in the SEC exemptive order. Under the
Manager of Managers Structure, the investment manager has the ultimate
responsibility, subject to oversight by the Fund's board of trustees, to oversee sub-
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advisors and recommend their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the Fund's board of
trustees: set the Fund's overall investment strategy; evaluate, select and
recommend sub-advisors to manage all or a portion of the Fund's assets; and
implement procedures reasonably designed to ensure that each sub-advisor
complies with the Fund's investment goal, policies and restrictions. Subject to
review by the Fund's board of trustees, the investment manager will allocate and,
when appropriate, reallocate the Fund's assets among sub-advisors and monitor
and evaluate the sub-advisors’ performance.

Financial Highlights

The Financial Highlights present the Fund's financial performance for the past five
years or since its inception. Certain information reflects financial results for a single
Fund share. The total returns represent the rate that an investor would have earned
or lost on an investment in the Fund assuming reinvestment of dividends and
capital gains. This information has been audited by PricewaterhouseCoopers LLP,
an independent registered public accounting firm, whose report, along with the
Fund's financial statements, are available on the Fund's website and are included
in the Form N-CSR filed with the SEC, which is available upon request.
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Year Ended August 31,
2024 2023 2022 2021 2020

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $8.52 $8.85 $10.51 $9.82 $10.26
Income from investment operations?:

Net investment income® 0.45 0.39 0.36 0.35 0.33

Net realized and unrealized gains (losses) 0.43 (0.32) (1.66) 0.69 (0.31)
Total from investment operations 0.88 0.07 (1.30) 1.04 0.02
Less distributions from:

Net investment income (0.44) (0.40) (0.36) (0.35) (0.33)

Net realized gains — — — — (0.13)
Total distributions (0.44) (0.40) (0.36) (0.35) (0.46)
Net asset value, end of year $8.96 $8.52 $8.85 $10.51 $9.82
Total return 10.75% 0.85%  (12.61)% 10.75% 0.25%
Ratios to average net assets
Expenses before waiver and payments by
affiliates 0.50% 2.48% 2.37% 3.11% 4.23%
Expenses net of waiver and payments by
affiliates® —% —% —% —% —%
Net investment income 5.27% 4.56% 3.71% 3.44% 3.38%
Supplemental data
Net assets, end of year (000's) $22,910 $3,898 $2,957 $3,512 $2,986
Portfolio turnover rate 38.97% 45.25% 5.65% 2.74% 51.23%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the
period due to the timing of sales and repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of
the investments of the Fund.

b. Based on average daily shares outstanding.

c. Benefit of expense reduction rounds to less than 0.01%.
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Investment Goal

The Fund's investment goal is to seek to provide investors with a high level of
income exempt from federal income taxes with capital appreciation as a secondary
goal. The Fund's investment goals are non-fundamental and therefore may be
changed by the Trust's board of trustees without shareholder approval.
Shareholders will be given at least 60 days' advance notice of any change to the
Fund's investment goals.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests substantially all of its net assets
in securities whose interest is free from federal income taxes, including the federal
alternative minimum tax. Although the Fund attempts to invest all of its assets in
tax-free securities, it is possible that a portion of the Fund’s net assets may be
invested in securities that pay interest that may be subject to the federal alternative
minimum tax and in securities that pay interest subject to other federal or state
income taxes.

The Fund may invest in municipal securities rated in any rating category (or
unrated or short-term rated securities of comparable credit quality), including
municipal securities rated A or lower by one or more U.S. nationally recognized
rating services (or unrated or short-term rated securities of comparable credit
quality) and securities of issuers that are, or are about to be, involved in
reorganizations, financial restructurings, or bankruptcy. Such investments typically
involve the purchase of lower-rated or defaulted debt securities, comparable
unrated debt securities, or other indebtedness (or participations in the
indebtedness) of such issuers.

The Fund also may invest up to 15% of its total assets in municipal securities
issued by U.S. territories. The Fund does not necessarily focus its investments in a
particular state or territory and will not invest more than 30% of its total assets in
municipal securities of any one state or territory.

Municipal securities are issued by state and local governments, their agencies and
authorities, as well as by the District of Columbia and U.S. territories and
possessions, such as Puerto Rico, Guam and the U.S. Virgin Islands, to borrow
money for various public and private projects. Municipal securities generally pay a
fixed, floating or variable rate of interest, and require that the amount borrowed
(principal) be repaid at maturity.

The Fund may invest in insured municipal securities, which are covered by
insurance policies that guarantee the timely payment of principal and interest. The
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Fund generally purchases bonds that have insurance in place so it does not pay
insurance premiums directly. The premium costs, however, are reflected in a lower
yield and/or higher price for the insured bond. When beneficial, the Fund may
purchase insurance for an uninsured bond directly from a qualified municipal bond
insurer, in which case the Fund pays the insurance premium directly to the
insurance company. The investment manager may also consider the cost of
insurance when selecting securities for the Fund. It is important to note that
insurance does not guarantee the market value of an insured security, or the
Fund's share price or distributions, and shares of the Fund are not insured.

The Fund also may invest in municipal lease obligations. Municipal lease
obligations generally are issued to support a government’s infrastructure by
financing or refinancing equipment or property acquisitions or the construction,
expansion or rehabilitation of public facilities. In such transactions, equipment or
property is leased to a state or local government, which, in turn, pays lease
payments to the lessor consisting of interest and principal payments on the
obligations.

The Fund may invest in variable and floating rate securities, primarily variable rate
demand notes, the interest rates of which change either at specific intervals or
whenever a benchmark rate changes. While this feature helps protect against a
decline in the security’s market price when interest rates rise, it lowers the Fund’s
income when interest rates fall. The Fund may also invest in zero coupon and
deferred interest securities.

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

Although the investment manager searches for investments across a large number
of municipal securities that finance different types of projects, from time to time,
based on economic conditions, the Fund may have significant positions in
municipal securities that finance similar types of projects.

The investment manager selects securities that it believes will provide the best
balance between risk and return within the Fund’s range of allowable investments
and typically invests with a long-term time horizon. This means it generally holds
securities in the Fund’s portfolio for income purposes, although the investment
manager may sell a security at any time if it believes it could help the Fund meet its
goal. With a focus on income, individual securities are considered for purchase or
sale based on various factors and considerations, including credit profile, risk,
structure, pricing, portfolio impact, duration management, restructuring,
opportunistic trading and tax loss harvesting opportunities. The investment
manager selects securities that it believes will provide the best balance between
risk and return within the Fund’s range of allowable investments and typically
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invests with a long-term time horizon. This means it generally holds securities in
the Fund’s portfolio for income purposes, although the investment manager may
sell a security at any time if it believes it could help the Fund meet its goal. With a
focus on income, individual securities are considered for purchase or sale based on
various factors and considerations, including credit profile, risk, structure, pricing,
portfolio impact, duration management, restructuring, opportunistic trading and tax
loss harvesting opportunities.

Temporary Investments

When the investment manager believes market or economic conditions are unusual
or unfavorable for investors, the investment manager may invest up to 100% of the
Fund’s assets in a temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high quality short-term
investments, such as variable rate demand notes. Temporary defensive
investments generally may include securities that pay taxable interest. The
investment manager may also invest in these types of securities or hold cash when
securities meeting a Fund’s investment criteria are unavailable or to maintain
liquidity. In these circumstances, a Fund may be unable to achieve its investment
goal.

Principal Risks

Interest Rate: Interest rate changes can be sudden and unpredictable, and are
influenced by a number of factors, including government policy, monetary policy,
inflation expectations, perceptions of risk, and supply of and demand for bonds.
Changes in government or central bank policy, including changes in tax policy or
changes in a central bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no guarantee that any particular
government or central bank policy will be continued, discontinued or changed, nor
that any such policy will have the desired effect on interest rates. Debt securities
generally tend to lose market value when interest rates rise and increase in value
when interest rates fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial increase in interest
rates may also have an adverse impact on the liquidity of a debt security, especially
those with longer maturities or durations. Securities with longer maturities or
durations or lower coupons or that make little (or no) interest payments before
maturity tend to be more sensitive to interest rate changes.

Credit: The Fund could lose money on a debt security if the issuer or borrower is
unable or fails to meet its obligations, including failing to make interest payments
and/or to repay principal when due. Changes in an issuer's financial strength, the
market's perception of the issuer's financial strength or an issuer's or security's
credit rating, which reflects a third party's assessment of the credit risk presented
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by a particular issuer or security, may affect debt securities' values. The Fund may
incur substantial losses on debt securities that are inaccurately perceived to
present a different amount of credit risk by the market, the investment manager or
the rating agencies than such securities actually do.

The Fund’s portfolio securities may be supported by credit enhancements provided
by an insurance company, bank, or other foreign or domestic entity. For example,
some municipal securities are insured by a policy that guarantees the timely
payment of principal and interest. Other municipal securities may be backed by
letters of credit, guarantees, or escrow or trust accounts containing high quality
securities, including securities backed by the full faith and credit of the U.S.
government, to secure the payment of principal and interest. Securities supported
by credit enhancements have the credit risk of the entity providing the credit
support. To the extent the Fund holds these securities, a change in the credit rating
of the entity providing credit support may affect the value of the securities it
supports, the Fund’s share price and Fund performance. The Fund might also be
adversely impacted by the inability of an entity providing credit support to meet its
obligations.

Liquidity: Liquidity risk exists when the markets for particular securities or types of
securities or other investments are or become relatively illiquid so that the Fund is
unable, or it becomes more difficult for the Fund, to sell the security or other
investment at the price at which the Fund has valued the security. llliquidity may
result from political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure, including the number
of participants; or overall market disruptions. Securities or other investments with
reduced liquidity or that become illiquid may involve greater risk than securities with
more liquid markets. Market prices or quotations for illiquid securities may be
volatile, and there may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and the Fund's ability to sell
particular securities when necessary to meet the Fund's liquidity needs, which may
arise or increase in response to a specific economic event or because the
investment manager wishes to purchase particular investments or believes that a
higher level of liquidity would be advantageous. An investment may become illiquid
if the Fund and its affiliates receive material non-public information about the issuer
or the investment. To the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may be subject to greater
liquidity risk than if the issuer's securities were more widely held.

Tax Legislative and Political Changes: The municipal securities market could be
significantly affected by adverse political and legislative changes or litigation at the
federal or state level. The value of municipal bonds is closely tied to the benefits of
tax-exempt income to investors. Significant revisions of federal income tax laws or
regulations revising income tax rates or the tax-exempt character of municipal
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bonds, or even proposed changes and deliberations on this topic by the federal
government, could cause municipal bond prices to fall. For example, lower federal
income tax rates would reduce certain relative advantages of owning municipal
bonds, and lower state income tax rates could have similar effects. In addition, the
application of corporate minimum tax rates to financial statement income may have
the effect of reducing demand for municipal bonds among corporate investors,
which may in turn impact municipal bond prices.

Tax-Exempt Securities: While the Fund endeavors to purchase only bona fide
tax-exempt securities (i.e., a security issued as paying tax-exempt interest income),
there are risks that: (a) a tax-exempt security may be reclassified by the Internal
Revenue Service (IRS), or a state tax authority, as paying taxable interest income
instead and/or (b) future legislative, administrative or court actions could adversely
impact the qualification of income from a tax-exempt security as tax-free. Such
reclassifications or actions could cause interest from a security to become taxable,
possibly retroactively, subjecting you to increased tax liability. In addition, such
reclassifications or actions could cause the value of the security, and therefore the
value of the Fund’s shares, to decline.

Market: The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual issuers (such as the results
of supply and demand), or sectors within the securities markets. The value of a
security or other investment also may go up or down due to general market
conditions that are not specifically related to a particular issuer, such as real or
perceived adverse economic conditions, changes in interest rates or exchange
rates, or adverse investor sentiment generally. Furthermore, events involving
limited liquidity, defaults, non-performance or other adverse developments that
affect one industry, such as the financial services industry, or concerns or rumors
about any events of these kinds, have in the past and may in the future lead to
market-wide liquidity problems, may spread to other industries, and could
negatively affect the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread of diseases; natural,
environmental or man-made disasters; financial, political or social disruptions;
terrorism and war; and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economies of many companies, sectors,
nations, regions and the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities markets, multiple asset
classes may decline in value. When markets perform well, there can be no
assurance that securities or other investments held by the Fund will participate in or
otherwise benefit from the advance.

The long-term impact of the COVID-19 pandemic and its subsequent variants on
economies, markets, industries and individual issuers is not known. The U.S.
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government and the Federal Reserve, as well as certain foreign governments and
central banks, took extraordinary actions to support local and global economies
and the financial markets in response to the COVID-19 pandemic. This and other
government intervention into the economy and financial markets have resulted in a
large expansion of government deficits and debt, the long-term consequences of
which are not known.

High-Yield Debt Instruments: High-yield debt instruments (including loans) and
unrated instruments of similar credit quality (high-yield debt instruments or junk
bonds) involve greater risk of a complete loss of the Fund's investment, or delays
of interest and principal payments, than higher-quality debt instruments or loans.
Issuers of high-yield debt instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt instruments are generally
considered predominantly speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In addition, high yield debt
instruments generally are more vulnerable to changes in the relevant economy,
such as a recession or a sustained period of rising interest rates, that could affect
their ability to make interest and principal payments when due. If an issuer stops
making interest and/or principal payments, payments on the securities may never
resume. These instruments may be worthless and the Fund could lose its entire
investment.

The prices of high-yield debt instruments generally fluctuate more than higher-
quality securities. Prices are especially sensitive to developments affecting the
issuer's business or operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can experience sudden and
sharp price swings due to changes in economic conditions, stock market activity,
large sustained sales by major investors, a high-profile default, or other factors.

High-yield debt instruments are generally less liquid than higher-quality securities.
Many of these instruments are not registered for sale under the federal securities
laws and/or do not trade frequently. When they do trade, their prices may be
significantly higher or lower than expected. At times, it may be difficult to sell these
securities promptly at an acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to meet redemption requests.
As a result, certain high-yield debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt instruments can dramatically
increase the yield of such instruments. The decline in market prices generally
reflects an expectation that the issuer(s) may be at greater risk of defaulting on the
obligation to pay interest and principal when due. Therefore, substantial increases
in yield may reflect a greater risk by the Fund of losing some or part of its
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investment rather than reflecting any increase in income from the higher yield that
the debt instrument may pay to the Fund on its investment.

If the issuer of a debt security in the Fund's portfolio defaults, the Fund may have
unrealized losses on the security, which may lower the Fund's net asset value.
Defaulted securities tend to lose much of their value before they default. Thus, the
Fund's net asset value may be adversely affected before an issuer defaults. An
investment in defaulted debt securities is generally considered speculative and may
expose the Fund to similar risks as an investment in high-yield debt.

State and U.S. Territories: Because each state Fund invests predominantly in
municipal securities of its state, events in that state are likely to affect the Fund's
investments and its performance. These events may include economic or political
policy changes, man-made or natural disasters, tax base erosion, unfunded
pension and healthcare liabilities, state constitutional limits on tax increases,
budget deficits and other financial difficulties, and changes in the credit ratings
assigned to the state's municipal issuers. Any downgrade to the credit rating of the
securities issued by the U.S. government may result in a downgrade of securities
issued by the states or U.S. territories.

A negative change in any one of these or other areas could affect the ability of a
state's municipal issuers to meet their obligations. It is important to remember that
economic, budget and other conditions within a particular state can be
unpredictable and can change at any time. For these reasons, an investment in
each state Fund involves more risk than an investment in a fund that does not
focus on municipal securities of a single state. As with state municipal securities,
events in any of the U.S. territories (e.g. Puerto Rico, Guam, Mariana Islands and
the U.S. Virgin Islands) where the Fund is invested may affect the Fund’s
investments and its performance.

The discussion above does not include all relevant facts or economic or political
conditions that may affect the ability of municipal issuers to meet their debt
obligations, and is subject to change without notice. The information provided is
based on data as of December 1, 2024, from historically reliable sources, but the
investment manager has not independently verified it. This information could
change quickly and without notice and is generally only updated annually.

Focus: The Fund may invest more than 25% of its assets in municipal securities
that finance similar types of projects, such as utilities, hospitals, higher education
and transportation. A change that affects one project, such as proposed legislation
on the financing of the project, a shortage of the materials needed for the project,
or a declining need for the project, would likely affect all similar projects, thereby
increasing market risk.

Income: The Fund's distributions to shareholders may decline when prevailing
interest rates fall, when the Fund experiences defaults on debt securities it holds or
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when the Fund realizes a loss upon the sale of a debt security. The Fund's income
generally declines during periods of falling benchmark interest rates because the
Fund must reinvest the proceeds it receives from existing investments (upon their
maturity, prepayment, amortization, sale, call, or buy-back) at a lower rate of
interest or return.

Prepayment: Debt securities are subject to prepayment risk when the issuer can
"call" the security, or repay principal, in whole or in part, prior to the security's
maturity. When the Fund reinvests the prepayments of principal it receives, it may
receive a rate of interest that is lower than the rate on the existing security,
potentially lowering the Fund's income, yield and its distributions to shareholders.
Securities subject to partial or complete prepayment(s) may offer less potential for
gains during a declining interest rate environment and have greater price volatility.
Prepayment risk is greater in periods of falling interest rates for fixed-rate
investments, and for floating or variable rate securities, rising interest rates
generally increase the risk of refinancings or prepayments.

Inflation: The market price of debt securities generally falls as inflation increases
because the purchasing power of the future income and repaid principal is
expected to be worth less when received by the Fund. Debt securities that pay a
fixed rather than variable interest rate are especially vulnerable to inflation risk
because variable-rate debt securities may be able to participate, over the long
term, in rising interest rates which have historically corresponded with long-term
inflationary trends.

Bond Insurers: Market conditions or changes to ratings criteria could adversely
impact the ratings of municipal bond insurance companies. Rating agencies have
lowered their ratings and withdrawn ratings on some municipal bond insurers. In
such cases the insurance may be providing little or no enhancement of credit or
resale value to the municipal security and the security rating will reflect the higher
of the insurer rating or the rating of the underlying security.

Additional downgrades and withdrawal of ratings from municipal bond insurers
would further limit the availability of insurance sought by municipal bond issuers
thereby reducing the supply of insured municipal securities and potentially
increasing the amount of unrated securities held by the Fund.

Market conditions have weakened the municipal bond insurance industry leading
state regulators from time to time to require municipal bond insurers to suspend
claims payments on outstanding insurance. Certain municipal bond insurers have
withdrawn from the market. These circumstances have led to a consolidation
among municipal bond insurers which have led to a decrease in the supply of
insured municipal securities and a concentration of the insurance company credit
risk on the securities in the Fund's portfolio amongst fewer municipal bond insurers.
Due to this consolidation, events involving one or more municipal bond insurers
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could have a significant adverse effect on the value of the securities insured by an
insurer and on the municipal markets as a whole.

Unrated Debt Securities: Unrated debt securities determined by the investment
manager to be of comparable credit quality to rated securities which the Fund may
purchase may pay a higher interest rate than such rated debt securities and be
subject to a greater risk of illiquidity or price changes. Less public information and
independent credit analysis are typically available about unrated securities or
issuers, and therefore they may be subject to greater risk of default.

Non-Diversification: A "non-diversified" fund generally invests a greater portion of
its assets in the securities of one or more issuers and invests overall in a smaller
number of issuers than a diversified fund. The Fund may be more sensitive to a
single economic, business, political, regulatory or other occurrence than a more
diversified fund might be, which may negatively impact the Fund’s performance and
result in greater fluctuation in the value of the Fund's shares and a greater risk of
loss.

Municipal Lease Obligations: Municipal lease obligations differ from other
municipal securities because the relevant legislative body must appropriate the
money each year to make the lease payments. If the money is not appropriated,
the lease may be cancelled without penalty and investors who own the lease
obligations may not be paid.

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

llliquid Securities: Certain securities are illiquid due to a limited trading market,
financial weakness of the issuer, legal or contractual restrictions on resale or
transfer, or are otherwise illiquid in the sense that they cannot be sold within seven
days at approximately the price at which the Fund values them. Securities that are
illiquid involve greater risk than securities with more liquid markets. Market
quotations for such securities may be volatile and/or subject to large spreads
between bid and ask prices. llliquidity may have an adverse impact on market price
and the Fund's ability to sell particular securities when necessary to meet the
Fund's liquidity needs or in response to a specific economic event.

Zero Coupon and Deferred Interest Securities: These bonds tend to react more
sharply to changes in interest rates than traditional bonds. The original discount on
zero coupon or delayed interest bonds approximates the total amount of interest
the bonds will accumulate over the period until maturity or the first cash payment
date and compounds at a rate of interest reflecting the market rate of the security at
the time of issuance. The discount varies depending on the time remaining until
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maturity or the cash payment date, as well as prevailing interest rates, liquidity of
the market for the security, and the perceived credit quality of the issuer. The
discount typically increases as interest rates rise, the market becomes less liquid or
the creditworthiness of the issuer deteriorates. Because investors receive no cash
prior to the maturity or cash payment date, an investment in debt securities issued
at a discount generally has a greater potential for complete loss of principal and/or
return than an investment in debt securities that make periodic interest payments.
Such investments are more vulnerable to the creditworthiness of the issuer and any
other parties upon which performance relies.

Banking Industry: Because the Fund may invest in obligations for which banks
and other financial institutions may provide liquidity guarantees or credit
enhancements, it may be vulnerable to setbacks in that industry. Banks and other
financial institutions are highly dependent on short-term interest rates and can be
adversely affected by downturns in the U.S. and foreign economies or changes in
banking regulations.

Management: The Fund is actively managed and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made for
the Fund's portfolio prove to be incorrect. The Fund could also experience losses if
there are imperfections, errors or limitations in the models, tools, and data used by
the investment manager or if the investment manager’s techniques or investment
decisions do not produce the desired results. Additionally, legislative, regulatory, or
tax developments may affect the investment techniques available to the investment
manager in connection with managing the Fund and may also adversely affect the
ability of the Fund to achieve its investment goal.

Cybersecurity: Cybersecurity incidents, both intentional and unintentional, may
allow an unauthorized party to gain access to Fund assets, Fund or customer data
(including private shareholder information), or proprietary information, cause the
Fund, the investment manager, and/or their service providers (including, but not
limited to, Fund accountants, custodians, sub-custodians, transfer agents and
financial intermediaries) to suffer data breaches, data corruption or loss of
operational functionality or prevent Fund investors from purchasing, redeeming or
exchanging shares or receiving distributions. The investment manager has limited
ability to prevent or mitigate cybersecurity incidents affecting third party service
providers, and such third party service providers may have limited indemnification
obligations to the Fund or the investment manager. Cybersecurity incidents may
result in financial losses to the Fund and its shareholders, and substantial costs
may be incurred in an effort to prevent or mitigate future cybersecurity incidents.
Issuers of securities in which the Fund invests are also subject to cybersecurity
risks, and the value of these securities could decline if the issuers experience
cybersecurity incidents.
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Because technology is frequently changing, new ways to carry out cyber attacks
are always developing. Therefore, there is a chance that some risks have not been
identified or prepared for, or that an attack may not be detected, which puts
limitations on the Fund's ability to plan for or respond to a cyber attack. Like other
funds and business enterprises, the Fund, the investment manager, and their
service providers are subject to the risk of cyber incidents occurring from time to
time.

More detailed information about the Fund and its policies and risks can be found in
the Fund's Statement of Additional Information (SAl).

A description of the Fund's policies and procedures regarding the release of
portfolio holdings information is also available in the Fund's SAl. Portfolio holdings
information can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers or investment manager), One Franklin Parkway,
San Mateo, CA 94403-1906, is the Fund’s investment manager. Advisers is a
wholly-owned subsidiary of Franklin Resources, Inc. (Resources). Together,
Advisers and its affiliates manage, as of November 30, 2024, approximately $1.65
trillion in assets, and have been in the investment management business since
1947.

The Fund is managed by a team of dedicated professionals focused on
investments in municipal securities. The portfolio managers of the team are as
follows:

Ben Barber, CFA Senior Vice President of Advisers

Mr. Barber has been a portfolio manager of the Fund since 2020. He is the Director
of Franklin's Municipal Bond Department. Prior to joining Franklin Templeton, he
was co-head of municipal bonds at Goldman Sachs Asset Management. He first
joined Franklin Templeton in 1991 and rejoined again in 2020.

Daniel Workman, CFA Vice President of Advisers
Mr. Workman has been a portfolio manager of the Fund since inception (2019). He
joined Franklin Templeton in 2003.

Francisco Rivera Vice President of Advisers
Mr. Rivera has been portfolio manager of the Fund since inception (2019). He
joined Franklin Templeton in 1994.

James Conn, CFA Senior Vice President of Advisers
Mr. Conn has been a portfolio manager of the Fund since 2020. He joined Franklin
Templeton in 1996.

The portfolio managers of the Fund are jointly and primarily responsible for the day-
to-day management of the Fund's portfolio. They have equal authority over all

www.franklintempleton.com Prospectus | 91



FRANKLIN TEMPLETON SMACS: SERIES H
FUND DETAILS

aspects of the Fund's investment portfolio, including, but not limited to, purchases
and sales of individual securities, portfolio risk assessment, and the management
of daily cash balances in accordance with anticipated investment management
requirements. The degree to which each portfolio manager may perform these
functions, and the nature of these functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about portfolio manager
compensation, other accounts that they manage and their ownership of Fund
shares.

The Fund does not pay Advisers a fee for managing the Fund’s assets, although
investors in the Fund will pay a fee to their separately managed account program
sponsor. Advisers and its affiliates receive compensation from separately managed
account clients or program sponsors in connection with their management of client
accounts and participation in investment programs through which shares of the
Fund are made available.

Advisers has agreed to waive fees and/or reimburse operating expenses (excluding
certain non-routine expenses or costs, such as those relating to litigation,
indemnification, reorganizations and liquidations) for the Fund so that the ratio of
total annual fund operating expenses will not exceed 0.00% until December 31,
2025. During the term, the fee waiver and expense reimbursement agreement may
not be terminated or amended without approval of the board of trustees except to
add series or classes, to reflect the extension of the termination date or to lower the
waiver and expense limitation.

A discussion regarding the basis for the board of trustees’ approval of the Fund’s
investment management agreement is available in the Fund’s report on Form N-
CSR for the period ended August 31, 2024.

Manager of Managers Structure

The investment manager and the Trust have received an exemptive order from the
SEC that allows the Fund to operate in a “manager of managers” structure whereby
the investment manager can appoint and replace both wholly-owned and
unaffiliated sub-advisors, and enter into, amend and terminate sub-advisory
agreements with such sub-advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers Structure). The Fund
will, however, inform shareholders of the hiring of any new sub-advisor within 90
days after the hiring. The SEC exemptive order provides the Fund with greater
flexibility and efficiency and alleviates the need for the Fund to incur the expense
and delays associated with obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect to the Fund is subject
to certain conditions that are set forth in the SEC exemptive order. Under the
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Manager of Managers Structure, the investment manager has the ultimate
responsibility, subject to oversight by the Fund's board of trustees, to oversee sub-
advisors and recommend their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the Fund's board of
trustees: set the Fund's overall investment strategy; evaluate, select and
recommend sub-advisors to manage all or a portion of the Fund's assets; and
implement procedures reasonably designed to ensure that each sub-advisor
complies with the Fund's investment goal, policies and restrictions. Subject to
review by the Fund's board of trustees, the investment manager will allocate and,
when appropriate, reallocate the Fund's assets among sub-advisors and monitor
and evaluate the sub-advisors’ performance.

Financial Highlights

The Financial Highlights present the Fund's financial performance for the past five
years or since its inception. Certain information reflects financial results for a single
Fund share. The total returns represent the rate that an investor would have earned
or lost on an investment in the Fund assuming reinvestment of dividends and
capital gains. This information has been audited by PricewaterhouseCoopers LLP,
an independent registered public accounting firm, whose report, along with the
Fund's financial statements, are available on the Fund's website and are included
in the Form N-CSR filed with the SEC, which is available upon request.
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Franklin Templeton SMACS: Series H

Year Ended August 31,
2024 2023 2022 2021 2020
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $8.86 $9.03 $10.57 $9.75 $10.09
Income from investment operations?:

Net investment income® 0.48 0.38 0.31 0.32 0.30

Net realized and unrealized gains (losses) 0.53 (0.18) (1.54) 0.82 (0.34)
Total from investment operations 1.01 0.20 (1.23) 1.14 (0.04)
Less distributions from:

Net investment income (0.46) (0.37) (0.31) (0.32) (0.30)
Net asset value, end of year $9.41 $8.86 $9.03 $10.57 $9.75
Total return 11.79% 2.36%° (11.82)%°c  11.88%°  (0.28)%°
Ratios to average net assets
Expenses before waiver and payments by
affiliates 0.85% 1.88% 2.51% 3.44% 3.91%
Expenses net of waiver and payments by
affiliates —%¢ —% —%¢ %9 —%¢
Net investment income 5.33% 4.34% 3.14% 3.16% 3.10%
Supplemental data
Net assets, end of year (000's) $12,653  $10,059 $3,019 $3,187 $2,941
Portfolio turnover rate 4217%  11.82% 6.89% 5.37% 4.93%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the
period due to the timing of sales and repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of

the investments of the Fund.
b. Based on average daily shares outstanding.

c. Total return excluding payments by Advisers for acquired fund fees and expenses is 2.25% for the year ended August 31, 2023,
(11.90)% for the year ended August 31, 2022, 11.78% for the year ended August 31, 2021 and (0.38)% for the year ended August

31, 2020. See Note 3e.

d. Benefit of expense reduction rounds to less than 0.01%.
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Distributions and Taxes

Income and Capital Gain Distributions

The Fund intends to qualify as a regulated investment company under the Internal
Revenue Code. As a regulated investment company, the Fund generally pays no
federal income tax on the income and gains it distributes to you. Each of Series E
and Series | intend to declare and pay income dividends at least monthly from its
net investment income. Series CH and Series H intend to declare income dividends
from its net investment income each day that its net asset value (NAV) is calculated
and pay them monthly. For Series CH and Series H, your account begins to receive
dividends on the day after the Fund receives your investment and continues to
receive dividends through the day it receives a request to sell your shares. Capital
gains, if any, may be paid at least annually. The Fund may distribute income
dividends and capital gains more frequently, if necessary, in order to reduce or
eliminate federal excise or income taxes on the Fund. The amount of any
distribution will vary, and there is no guarantee the Fund will pay either income
dividends or capital gain distributions. Dividends and capital gain distributions will
be paid in cash into your separately managed account.

Annual statements. After the close of each calendar year, you will receive tax
information from the Fund with respect to the federal income tax treatment of the
Fund’s distributions and any taxable sales of Fund shares occurring during the prior
calendar year. If the Fund finds it necessary to reclassify its distributions or adjust
the cost basis of any covered shares sold after you receive your tax information,
the Fund will send you revised tax information. Distributions declared in October,
November or December to shareholders of record in such month and paid in
January are taxable as if they were paid in December. Additional tax information
about the Fund’s distributions is available at www.franklintempleton.com.

Avoid "buying a dividend." At the time you purchase your Fund shares, the
Fund’s net asset value may reflect undistributed taxable income, undistributed
capital gains, or net unrealized appreciation in the value of the portfolio securities
held by the Fund. For taxable investors, a subsequent distribution to you of such
amounts, although constituting a return of your investment, would be taxable.
Buying shares in the Fund just before it declares a distribution of taxable income or
capital gains is sometimes known as “buying a dividend.”

Tax Considerations

If you are a taxable investor, Fund distributions are generally taxable to you as
ordinary income, capital gains or some combination of both, for Series E and
Series |. Series CH and Series H distributions are primarily exempt from regular
federal income tax. Distributions from Series CH are also generally exempt from
state income tax for individual residents of California. A portion of the distributions
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from Series CH and H, however, may be subject to federal alternative minimum
tax. Series CH and Series H may also make distributions that are taxable to you as
ordinary income or capital gains. This is the case whether you reinvest your
distributions in additional Fund shares or receive them in cash.

Series E and Series | Tax Considerations

Dividend income. Income dividends are generally subject to tax at ordinary rates.
Income dividends reported by the Fund as qualified dividend income may be
subject to tax by individuals at reduced long-term capital gains tax rates provided
certain holding period requirements are met. Because Series | invests primarily in
debt securities, it is expected that either none or only a small portion of the Fund’s
income dividends may be qualified dividends. A return-of-capital distribution is
generally not taxable but will reduce the cost basis of your shares, and will result in
a higher capital gain or a lower capital loss when you later sell your shares.

Capital gains. Fund distributions of short-term capital gains are also subject to tax
at ordinary rates. Fund distributions of long-term capital gains are taxable at the
reduced long-term capital gains rates no matter how long you have owned your
Fund shares. For single individuals with taxable income not in excess of $48,350 in
2025 ($96,700 for married individuals filing jointly), the long-term capital gains tax
rate is 0%. For single individuals and joint filers with taxable income in excess of
these amounts but not more than $533,400 or $600,050, respectively, the long-
term capital gains tax rate is 15%. The rate is 20% for single individuals with
taxable income in excess of $533,400 and married individuals filing jointly with
taxable income in excess of $600,050. An additional 3.8% Medicare tax may also
be imposed as discussed below.

Sales of Fund shares. When you sell your shares in the Fund, you will generally
recognize a taxable capital gain or loss. If you have owned your Fund shares for
more than one year, any net long-term capital gains will qualify for the reduced
rates of taxation on long-term capital gains. An exchange of your shares in one
class of the Fund for shares of another class of the same Fund is not taxable and
no gain or loss will be reported on the transaction.

Cost basis reporting. Contact the managed account advisor through whom you
purchased your Fund shares to obtain information with respect to the available cost
basis reporting methods and elections for your account.

Medicare tax. An additional 3.8% Medicare tax is imposed on certain net
investment income (including ordinary dividends and capital gain distributions
received from the Fund and net gains from redemptions or other taxable
dispositions of Fund shares) of U.S. individuals, estates and trusts to the extent
that such person’s “modified adjusted gross income” (in the case of an individual)
or “adjusted gross income” (in the case of an estate or trust) exceeds a threshold
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amount. Any liability for this additional Medicare tax is reported on, and paid with,
your federal income tax return.

Backup withholding. A shareholder may be subject to backup withholding on any
distributions of income capital gains or proceeds from the sale or exchange of Fund
shares if the shareholder has provided either an incorrect tax identification number
or no number at all, is subject to backup withholding by the IRS for failure to
properly report payments of interest or dividends, has failed to certify that the
shareholder is not subject to backup withholding, or has not certified that the
shareholder is a U.S. person (including a U.S. resident alien). The backup
withholding rate is currently 24%. State backup withholding may also apply.

State and local taxes. Distributions of ordinary income and capital gains, and
gains from the sale of your Fund shares, are generally subject to state and local
taxes.

Non-U.S. investors. Non-U.S. investors may be subject to U.S. withholding tax at
30% or a lower treaty rate on Fund dividends of ordinary income. Non-U.S.
investors may be subject to U.S. estate tax on the value of their shares. They are
subject to special U.S. tax certification requirements to avoid backup withholding,
claim any exemptions from withholding and claim any treaty benefits. Exemptions
from U.S. withholding tax are generally provided for capital gains realized on the
sale of Fund shares, capital gain dividends paid by the Fund from net long-term
capital gains, short-term capital gain dividends paid by the Fund from net short-
term capital gains and interest-related dividends paid by the Fund from its qualified
net interest income from U.S. sources. However, notwithstanding such exemptions
from U.S. withholding tax at source, any such dividends and distributions of income
and capital gains will be subject to backup withholding at a rate of 24% if you fail to
properly certify that you are not a U.S. person.

Other reporting and withholding requirements. Payments to a shareholder that
is either a foreign financial institution or a non-financial foreign entity within the
meaning of the Foreign Account Tax Compliance Act (FATCA) may be subject to a
30% withholding tax on income dividends paid by the Fund. The FATCA
withholding tax generally can be avoided by such foreign entity if it provides the
Fund, and in some cases, the IRS, information concerning the ownership of certain
foreign financial accounts or other appropriate certifications or documentation
concerning its status under FATCA. The Fund may be required to report certain
shareholder account information to the IRS, non-U.S. taxing authorities or other
parties to comply with FATCA.

Other tax information. This discussion of "Distributions and Taxes" is for general
information only and is not tax advice. You should consult your own tax advisor
regarding your particular circumstances, and about any federal, state, local and
foreign tax consequences before making an investment in the Fund. Additional
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information about the tax consequences of investing in the Fund may be found in
the SAL.

Series CH and Series H Tax Considerations

Tax Considerations

Exempt-interest dividends. The Fund’s distributions are a portion of these
distributions, however, may be subject to the federal alternative minimum tax.
Series CH distributions are primarily exempt from state income tax for individual
residents of California. Series H distributions from interest earned on the municipal
securities of a particular state are also generally exempt from state income tax for
individual residents of that state. Because of these tax exemptions, a tax-free fund
may not be a suitable investment for retirement plans or other tax-exempt
investors. The Fund may also make distributions that are taxable to you as
ordinary income or capital gains. This is the case whether you reinvest your
distributions in additional Fund shares or receive them in cash.

Exempt-interest dividends are taken into account when determining the taxable
portion of your social security or railroad retirement benefits.

Capital gains. Fund distributions of capital gains are generally subject to federal
and state income tax. Fund distributions of short-term capital gains are also subject
to tax at ordinary rates. Fund distributions of long-term capital gains are taxable at
the reduced long-term capital gains rates no matter how long you have owned your
Fund shares. For single individuals with taxable income not in excess of $48,350 in
2025 ($96,700 for married individuals filing jointly), the long-term capital gains tax
rate is 0%. For single individuals and joint filers with taxable income in excess of
these amounts but not more than $533,400 or $600,050, respectively, the long-
term capital gains tax rate is 15%. The rate is 20% for single individuals with
taxable income in excess of $533,400 and married individuals filing jointly with
taxable income in excess of $600,050. An additional 3.8% Medicare tax may also
be imposed as discussed below.

Taxable income dividends. The Fund may invest a portion of its assets in
securities that pay income that is not tax-exempt. Distributions from this income, if
any, are generally subject to federal and state income tax at ordinary rates. The
Fund expects that none of its distributions will be qualified dividends subject to
reduced rates of tax to individuals. A return-of-capital distribution is generally not
taxable but will reduce the cost basis of your shares, and will result in a higher
capital gain or a lower capital loss when you later sell your shares.

Reclassification risk. The IRS has announced that holders of tax-exempt
securities (i.e., a security issued as paying tax-exempt interest income) such as the
Fund have certain risks if the securities were issued in connection with abusive
transactions, refinancing irregularities, or the misuse of proceeds from the security
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offering. While the Fund endeavors to purchase bona fide tax-exempt securities
there are risks that: (a) a tax-exempt security may be reclassified by the IRS, or a
state tax authority, as paying taxable interest income instead and/or (b) future
legislative, administrative or court actions could adversely impact the qualification
of income from a tax-exempt security as tax-free. Under 2017 legislation commonly
known as the Tax Cuts and Jobs Act, interest paid on a bond issued after
December 31, 2017 to advance refund another bond is subject to federal income
tax. These events may create taxable income for the Fund and its shareholders
and the Fund may be required to send to you and file with the IRS and state tax
authorities information returns for the current or prior calendar years classifying (or
reclassifying) some of its exempt-interest dividends as taxable dividends. On prior
year dividends, you might need to file amended income tax returns and pay
additional tax and interest to avoid additional penalties and to limit interest charges
on these taxable dividends. In addition, such reclassifications or actions could
cause the value of the security, and therefore the value of the Fund’s shares, to
decline.

Sales of Fund shares. When you sell your shares in the Fund, or exchange them
for shares of a different Franklin Templeton or Legg Mason fund, you will generally
recognize a taxable capital gain or loss for federal and state income tax purposes.
If you have owned your Fund shares for more than one year, any net long-term
capital gains will qualify for the reduced rates of federal income taxation on long-
term capital gains. An exchange of your shares in one class of the Fund for shares
of another class of the same Fund is not taxable and no gain or loss will be
reported on the transaction.

Cost basis reporting. Contact the managed account advisor through whom you
purchased your Fund shares to obtain information with respect to the available cost
basis reporting methods and elections for your account.

Medicare tax. An additional 3.8% Medicare tax is imposed on certain net
investment income (including ordinary dividends and capital gain distributions
received from the Fund and net gains from redemptions or other taxable
dispositions of Fund shares) of U.S. individuals, estates and trusts to the extent
that such person’s “modified adjusted gross income” (in the case of an individual)
or “adjusted gross income” (in the case of an estate or trust) exceeds a threshold
amount. Net investment income does not include exempt-interest dividends. Any
liability for this additional Medicare tax is reported on, and paid with, your federal
income tax return.

Backup withholding. A shareholder may be subject to backup withholding on any
distributions of income (including exempt-interest dividends) capital gains or
proceeds from the sale or exchange of Fund shares if the shareholder has provided
either an incorrect tax identification number or no number at all, is subject to
backup withholding by the IRS for failure to properly report payments of interest or
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dividends, has failed to certify that the shareholder is not subject to backup
withholding, or has not certified that the shareholder is a U.S. person (including a
U.S. resident alien). The backup withholding rate is currently 24%. State backup
withholding may also apply.

State local taxes. Distributions of ordinary income and capital gains, and gains
from the sale of your Fund shares, are generally subject to state and local taxes.

Non-U.S. investors. Non-U.S. investors may be subject to U.S. withholding tax at
30% or a lower treaty rate on Fund dividends of ordinary income. Non-U.S.
investors may be subject to U.S. estate tax on the value of their shares. They are
subject to special U.S. tax certification requirements to avoid backup withholding,
claim any exemptions from withholding and claim any treaty benefits. Exemptions
from U.S. withholding tax are generally provided for capital gains realized on the
sale of Fund shares, exempt-interest dividends, capital gain dividends paid by the
Fund from net long-term capital gains, short-term capital gain dividends paid by the
Fund from net short-term capital gains and interest-related dividends paid by the
Fund from its qualified net interest income from U.S. sources. However,
notwithstanding such exemptions from U.S. withholding tax at source, any such
dividends and distributions of income and capital gains will be subject to backup
withholding at a rate of 24% if you fail to properly certify that you are nota U.S.
person.

Other reporting and withholding requirements. Payments to a shareholder that
is either a foreign financial institution or a non-financial foreign entity within the
meaning of the Foreign Account Tax Compliance Act (FATCA) may be subject to a
30% withholding tax on income dividends (other than exempt-interest dividends)
paid by the Fund. The FATCA withholding tax generally can be avoided by such
foreign entity if it provides the Fund, and in some cases, the IRS, information
concerning the ownership of certain foreign financial accounts or other appropriate
certifications or documentation concerning its status under FATCA. The Fund may
be required to report certain shareholder account information to the IRS, non-U.S.
taxing authorities or other parties to comply with FATCA.

Other tax information. This discussion of "Distributions and Taxes" is for general
information only and is not tax advice. You should consult your own tax advisor
regarding your particular circumstances, and about any federal, state, local and
foreign tax consequences before making an investment in the Fund. Additional
information about the tax consequences of investing in the Fund may be found in
the SAL.
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Your Account

Qualified Investors

Shares of the Fund are used exclusively for separately managed accounts advised
or sub-advised by Advisers or its affiliates and decisions as to whether or not to
invest assets of a managed account in the Fund will be made by the investment
manager of the separately managed accounts. The Fund is intended to be used in
combination with selected individual securities held at the separately managed
account level as components of an investment strategy for the separately managed
account. The Fund is intended to enable certain separately managed account
investors to achieve greater diversification and/or exposure to certain securities or
instruments than smaller managed accounts might otherwise achieve.

Buying Shares

Shares of the Fund have no sales charge and do not pay ongoing Rule 12b-1
distribution or service fees. Shares of the Fund are used exclusively for separately
managed accounts advised or sub-advised by Advisers or its affiliates and
decisions as to whether or not to invest assets of a managed account in the Fund
will be made by the investment manager of the separately managed accounts.
Accordingly, separately managed account clients are unable to directly trade in
shares of the Fund.

There is no minimum investment for purchases. However, the separately managed
accounts through which the Fund is offered typically impose minimum investment
requirements.

To make a same day investment, all orders must be received by 1 p.m. Pacific time
or the regularly scheduled close of the New York Stock Exchange, whichever is
earlier.

Distribution Options

Dividends and capital gain distributions will be paid in cash into your separately
managed account.

Selling Shares

Shares of the Fund may be sold at any time. To make a same day redemption, the
redemption request must be received and accepted by us prior to 1 p.m. Pacific
time or the regularly scheduled close of the New York Stock Exchange, whichever
is earlier. In addition, shares will be redeemed when you terminate your account.
Accordingly, separately managed account clients are unable to directly trade in
shares of the Fund.
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Each investor, by participating in a separately managed account program that
purchases Fund shares, agrees to the redemption of such Fund shares upon
termination of its participation in such program. Shares of the Fund may be held
only by investors participating in an eligible separately managed account program
and cannot be transferred.

Frequent Trading Policy

The Fund is used exclusively for separately managed accounts advised or sub-
advised by Advisers or its affiliates and decisions as to whether or not to invest
assets of a managed account in the Fund will be made by the investment manager
of the separately managed accounts.

The Fund's board of trustees has adopted the following policies and procedures
with respect to frequent trading in Fund shares (Frequent Trading Policy).

The Fund does not intend to accommodate short-term or frequent purchases and
redemptions of Fund shares that may be detrimental to the Fund. For example, this
type of trading activity could interfere with the efficient management of the Fund's
portfolio or materially increase the Fund's transaction costs, administrative costs or
taxes.

Through its transfer agent, the Fund performs ongoing monitoring of shareholder
trading in shares of the Fund and other Franklin Templeton funds in order to try and
identify shareholder trading patterns that suggest an ongoing short-term trading
strategy. If shareholder trading patterns identified by the transfer agent through
monitoring or from other information regarding the shareholder’s trading activity in
non-Franklin Templeton funds leads the transfer agent to reasonably conclude that
such trading may be detrimental to the Fund as described in this Frequent Trading
Policy, the transfer agent, on behalf of the Fund, may temporarily or permanently
bar future purchases into the Fund or, alternatively, may limit the amount, number
or frequency of any future purchases and/or the method by which you may request
future purchases and redemptions.

In considering an investor’s trading patterns, the Fund may consider, among other
factors, the investor’s trading history both directly and, if known, through financial
intermediaries, in the Fund, in other Franklin Templeton funds, in non-Franklin
Templeton mutual funds, or in accounts under common control or ownership. The
transfer agent may also reject any purchase or redemption request, whether or not
it represents part of any ongoing trading pattern, if the Fund's investment manager
or transfer agent reasonably concludes that the amount of the requested
transaction may disrupt or otherwise interfere with the efficient management of the
Fund’s portfolio. In determining what actions should be taken, the Fund's transfer
agent may consider a variety of factors, including the potential impact of such
remedial actions on the Fund and its shareholders.
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Because the Fund is used only as components of “wrap” accounts, the Fund may
be purchased or redeemed on a frequent basis for rebalancing purposes. The
transfer agent does not consider this an ongoing short-term trading strategy that
violates the Fund’s Frequent Trading Policy.
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Account Policies

Calculating Share Price

The value of a mutual fund is determined by deducting the fund’s liabilities from the
total assets of the portfolio. The NAV per share is determined by dividing the total
net asset value of each fund’s share class by the applicable number of shares
outstanding per share class.

The Fund calculates the NAV per share each business day as of 1 p.m. Pacific
time or the regularly scheduled close of the New York Stock Exchange (NYSE),
whichever is earlier. The Fund does not calculate the NAV on days the NYSE is
closed for trading, which include New Year’s Day, Martin Luther King Jr. Day,
President’s Day, Good Friday, Memorial Day, Juneteenth National Independence
Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. If the
NYSE has a scheduled early close, the Fund’s share price would be determined as
of the time of the close of the NYSE. If, due to weather or other special or
unexpected circumstances, the NYSE has an unscheduled early close on a day
that it has opened for business, the Fund reserves the right to consider that day as
a regular business day and accept purchase and redemption orders and calculate
its share price as of the normally scheduled close of regular trading on the NYSE.

The Fund has agreements with certain financial intermediaries that authorize them
to accept orders or designate third parties to accept orders on behalf of the Fund. If
you place your order through these financial intermediaries, the order will be
considered received when they accept the order. Those orders will be priced at the
next NAV calculated after acceptance of the order by the financial intermediary or
its agent. If you place an order through an account at an intermediary, please
consult with the intermediary to determine when your order will be executed, as
some intermediaries may require that they receive orders prior to a specified cut-off
time.

Requests to buy and sell shares are processed at the NAV next calculated after we
or an approved financial intermediary receive your request in proper form.

When determining its NAV, the Fund values cash and receivables at their
realizable amounts, and records interest as accrued and dividends on the ex-
dividend date. The Fund generally utilizes two independent pricing services to
assist in determining a current market value for each security. If market quotations
are readily available for portfolio securities listed on a securities exchange, the
Fund values those securities at the last quoted sale price or the official closing
price of the day, respectively, or, if there is no reported sale, within the range of the
most recent quoted bid and ask prices. The Fund values over-the-counter portfolio
securities within the range of the most recent bid and ask prices. If portfolio
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securities trade both in the over-the-counter market and on a stock exchange, the
Fund values them according to the broadest and most representative market.
Prices received by the Fund for securities may be based on institutional “round lot”
sizes, but the Fund may hold smaller, “odd lot” sizes. Odd lots may trade at lower
prices than round lots.

Generally, trading in corporate bonds, U.S. government securities and money
market instruments is substantially completed each day at various times before 1
p.m. Pacific time. The value of these securities used in computing the NAV is
determined as of such times. Occasionally, events affecting the values of these
securities may occur between the times at which they are determined and 1 p.m.
Pacific time that will not be reflected in the computation of the NAV. The Fund
relies on third-party pricing vendors to provide evaluated prices that reflect current
fair market value at 1 p.m. Pacific time.

Fair Valuation — Individual Securities

The Fund has procedures, approved by the board of trustees, to determine the fair
value of individual securities and other assets for which market prices are not
readily available (such as certain restricted or unlisted securities and private
placements) or which may not be reliably priced (such as in the case of trade
suspensions or halts, price movement limits set by certain foreign markets, and
thinly traded or illiquid securities). Some methods for valuing these securities may
include: fundamental analysis (earnings multiple, etc.), matrix pricing, discounts
from market prices of similar securities, or discounts applied due to the nature and
duration of restrictions on the disposition of the securities. The board of trustees
oversees the application of fair value pricing procedures.

The application of fair value pricing procedures represents a good faith
determination based upon specifically applied procedures. There can be no
assurance that the Fund could obtain the fair value assigned to a security if it were
able to sell the security at approximately the time at which the Fund determines its
NAV per share.

Security Valuation — Pass-Through Securities, CMO, ABS, MBS
(Series 1)

Mortgage pass-through securities (such as Ginnie Mae, Fannie Mae and Freddie
Mac), other mortgage-backed securities (MBS), collateralized mortgage obligations
(CMOs) and asset-backed securities (ABS) generally trade in the over-the-counter
market rather than on a securities exchange. The Fund may value these portfolio
securities by utilizing quotations from bond dealers, information with respect to
bond and note transactions and may rely on independent pricing services. The
Fund’s pricing services use valuation models or matrix pricing to determine current
value. In general, they use information with respect to comparable bond and note
transactions, quotations from bond dealers or by reference to other securities that
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are considered comparable in such characteristics as rating, interest rate, maturity
date, option adjusted spread models, prepayment projections, interest rate spreads
and yield curves. Matrix pricing is considered a form of fair value pricing.

Security Valuation — Corporate Debt Securities (Series I)

Corporate debt securities generally trade in the over-the-counter market rather than
on a securities exchange. The Fund may value these portfolio securities by utilizing
quotations from bond dealers, information with respect to bond and note
transactions and may rely on independent pricing services to assist in determining
a current market value for each security. The Fund’s pricing services may utilize
independent quotations from bond dealers and bond market activity to determine
current value.

Security Valuation — Options (Series E)

The Fund values traded call options at their market price as determined above. The
current market value of any option the Fund holds is its last sale price on the
relevant exchange before the Fund values its assets. If there are no sales that day
or if the last sale price is outside the bid and ask prices, the Fund values options
within the range of the current closing bid and ask prices if the Fund believes the
valuation fairly reflects the contract’'s market value.

Security Valuation — Foreign Securities — Computation of U.S.
Equivalent Value (Series E and Series 1)

The Fund generally determines the value of a foreign security as of the close of
trading on the foreign stock exchange on which the security is primarily traded, or
as of 1 p.m. Pacific time. The value is then converted into its U.S. dollar equivalent
at the foreign exchange rate in effect at 1 p.m. Pacific time on the day that the
value of the foreign security is determined. If no sale is reported at that time, the
foreign security will be valued within the range of the most recent quoted bid and
ask prices. Occasionally events (such as repatriation limits or restrictions) 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 of
trustees.

Security Valuation — Municipal Securities — Matrix Pricing (Fair
Valuation) (Series I, Series CH and Series H)

Municipal securities generally trade in the over-the-counter market rather than on a
securities exchange. The Fund'’s pricing services use valuation models or matrix
pricing to determine current value. In general, they use information with respect to
comparable bond and note transactions, quotations from bond dealers or by
reference to other securities that are considered comparable in such characteristics
as rating, interest rate and maturity date. Matrix pricing is considered a form of fair
value pricing.
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Redemptions

Typically, the Fund uses cash and cash equivalents held in its portfolio or sells
portfolio assets to meet all redemption needs. In unusual circumstances or under
stressed market conditions, the Fund may use other methods to meet redemptions,
such as the use of lines of credit or interfund lending in reliance on exemptive relief
from the SEC. Also, see “Account Policies — Redemptions in Kind” for further
information regarding redemption requests.

Redemptions in Kind

If your redemption requests during any 90-day period exceed $250,000 (or 1% of
the value of the Fund’s net assets, if less), the Fund reserves the right to make
payments in whole or in part in securities or other assets of the Fund. You should
expect to incur transaction costs upon the disposition of the securities received in
the distribution. In addition, you will bear the market risk of the securities you hold
until the securities are sold.

Redemptions by Large Shareholders

At times, the Fund may experience adverse effects when certain large
shareholders redeem large amounts of shares of the Fund. Large redemptions may
cause the Fund to sell portfolio securities at times when it would not otherwise do
so. In addition, these transactions may also accelerate the realization of taxable
income to shareholders if such sales of investments resulted in gains, and may
also increase transaction costs and/or increase in the Fund's expense ratio. When
experiencing a redemption by a large shareholder, the Fund may delay payment of
the redemption request up to seven days to provide the investment manager with
time to determine if the Fund can redeem the request in-kind or to consider other
alternatives to lessen the harm to remaining shareholders. Under certain
circumstances, however, the Fund may be unable to delay a redemption request,
which could result in the automatic processing of a large redemption that is
detrimental to the Fund and its remaining shareholders.

Joint Accounts

Unless you specify a different registration, shares issued to two or more owners are
registered as "joint tenants with rights of survivorship" (shown as "Jt Ten" on your
account statement). To make any ownership changes to jointly owned shares, or to
sever a joint tenancy in jointly owned shares, all owners must agree in writing.

Additional Policies
Please note that the Fund maintains additional policies and reserves certain rights,
including:

e The Fund may restrict, reject or cancel any purchase orders.

e Typically, redemptions are processed by the next business day provided the
redemption request is received in proper form and good order, but may take up
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to seven days to be processed if making immediate payment would adversely
affect the Fund or there is another cause for delay (for example, if you sell
shares recently purchased, proceeds may be delayed until your check, draft or
wire/electronic funds transfer has cleared). In certain circumstances, however,
the Fund may not have the ability to delay a redemption request or may not
have the time to determine whether a particular redemption would have an
adverse effect on the Fund before the redemption request is paid.

e The Fund may stop offering shares completely or may offer shares only on a
limited basis, for a period of time or permanently.

e Inunusual circumstances, we may temporarily suspend redemptions or
postpone the payment of proceeds, as allowed by federal securities laws.

o For redemptions over a certain amount, the Fund may, but is not required to,
pay redemption proceeds in securities or other assets rather than cash (also
known as a redemption in-kind) if the investment manager determines it is in
the best interest of the Fund, consistent with applicable law. The investment
manager will, in its sole discretion, determine whether a redemption in-kind will
be considered for a particular redemption request or type of redemption
request. In certain circumstances, however, the investment manager may not
have the ability to determine whether a particular redemption could be paid in-
kind before the redemption request is paid. If a redemption request is
redeemed in-kind, investors should expect to incur transaction costs upon the
disposition of the securities received in the distribution.

e You may only buy shares of a fund eligible for sale in your state or jurisdiction.

e To permit investors to obtain the current price, dealers are responsible for
transmitting all orders to the Fund promptly.

e Exchanges into and out of the Fund are not permitted.

e Financial intermediaries may receive shareholder servicing fees for servicing
investors who indirectly hold Franklin Templeton fund shares through
intermediary-maintained accounts as more fully described under "Shareholder
servicing and transfer agent" of the "Management and Other Services" section
in the SAI. These fees are paid by the Fund's transfer agent from payments it
receives under its agreement with the Fund.
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If you have any questions about the Fund or your account, you can write to us at
P.O. Box 33030, St. Petersburg, FL 33733. You also can call us at one of the
following numbers. For your protection and to help ensure we provide you with
quality service, all calls may be monitored or recorded.

Department Name

Telephone Number

Shareholder Services (800) 632-2301
Fund Information (800) DIAL BEN
(800) 342-5236
Retirement Services (800) 527-2020
Advisor Services (800) 524-4040

Hearing Impaired Assistance

For hearing impaired assistance,
please contact us via a Relay Service.

Automated Telephone System

(800) 632-2301
(800) 524-4040
(800) 527-2020

www.franklintempleton.com
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For More Information

You can learn more about the Fund in the following documents:

Annual/Semiannual Report to Shareholders and Form N-CSR Filed
with the SEC

Contain additional information about the Fund’s investments. The Fund’s annual
report also discusses the market conditions and investment strategies that
significantly affected the Fund’s performance during its last fiscal year. In Form N-
CSR, you will find the Fund's annual and semi-annual financial statements.

Statement of Additional Information (SAIl)
Contains more information about the Fund, its investments and policies. It is
incorporated by reference (is legally a part of this prospectus).

For a free copy of the current annual/semiannual report, financial statements or the
SAl, please contact your investment representative or call us at the number below.
You also can view the current annual/semiannual report, financial statements and
the SAl online through www.franklintempleton.com.

Reports and other information about the Fund are available on the EDGAR
Database on the SEC's Website at http://www.sec.gov, and copies of this
information may be obtained, after paying a duplicating fee, by electronic request at
the following email address: publicinfo@sec.gov.

FRANKLIN One Franklin Parkway For hearing impaired
2 TEMPLETON San Mateo, CA 94403-1906 assistance, please contact us

(800) DIAL BEN®/342-5236 via a Relay Service.
www.franklintempleton.com
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