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FRANKLIN TEMPLETON FUNDS

Report of the Authorised Corporate Director

The Company

The Company is registered in the United Kingdom and is an authorised open-ended investment company with variable capital.
It has an umbrella structure and as at 31 March 2021 offered shares in 13 Funds: Franklin Mutual Shares Fund (no longer
available for investment), Franklin Sterling Corporate Bond Fund, Franklin UK Equity Income Fund, Franklin UK Gilt Fund,
Franklin UK Managers’ Focus Fund, Franklin UK Mid Cap Fund, Franklin UK Opportunities Fund, Franklin UK Rising Dividends
Fund, Franklin UK Smaller Companies Fund, Franklin US Opportunities Fund, Templeton Global Emerging Markets Fund,
Templeton Global Total Return Bond Fund and Templeton Growth Fund.

The Company’s registered number is SI000002 and the address of its Head Office is Cannon Place, 78 Cannon Street,
London, EC4N 6HL.

The Company’s Shareholders are not liable for its debts beyond the amount subscribed. The Funds are “ring-fenced”, thus
each Fund is treated as a separate entity and only those assets can be used to meet the liabilities attributable to that Fund.
Each Fund has investment powers equivalent to those of a securities company.

Franklin Templeton Fund Management Limited (“FTFML”), the Authorised Corporate Director (“ACD”), is authorized and
regulated by the Financial Conduct Authority (“FCA”). The ACD may authorise the creation of additional Funds in the future
with different investment objectives, subject to amendment of the Prospectus and FCA approval. The ACD’s principal activity is
investment management.

This Annual Report includes statements which show the financial positions of each Fund individually. Separate investment
reviews are provided for each Fund.

Franklin Advisers, Inc. (“FAI”) is Investment Adviser to Franklin US Opportunities Fund and Templeton Global Total Return
Bond Fund.

Franklin Mutual Advisers, LLC (“FMA”) is Investment Adviser to Franklin Mutual Shares Fund.

Franklin Templeton Fund Management Limited (“FTFML”) is Investment Adviser to Franklin UK Equity Income Fund, Franklin
UK Managers’ Focus Fund, Franklin UK Mid Cap Fund, Franklin UK Opportunities Fund, Franklin UK Rising Dividends Fund
and Franklin UK Smaller Companies Fund.

Franklin Templeton Investment Management Limited (“FTIML”) is Investment Adviser to Franklin Sterling Corporate Bond Fund
and Franklin UK Gilt Fund.

Templeton Asset Management Limited (“TAML”) and FTIML are Co Investment Advisers to Templeton Global Emerging
Markets Fund.

TAML, Templeton Investment Counsel, LLC (“TIC LLC”) and Templeton Global Advisors Limited (“TGAL”) are Co-Investment
Advisers to Templeton Growth Fund.

FAI, FMA and TIC LLC are regulated by the United States Securities and Exchange Commission.
FTIML is authorised and regulated by the FCA.

TGAL is a company organised in the Bahamas with its registered office at P.O. Box N-7759, Lyford Cay, Nassau, Bahamas. Its
principal activity is investment management.

TAML is regulated by the United States Securities and Exchange Commission, the Hong Kong Securities and Futures
Commission and the Monetary Authority of Singapore.

The Investment Advisers’ principal activity is investment management, and TAML also markets and distributes collective
investment schemes in Singapore. The agreements between the Company, the ACD and the Investment Advisers may be
terminated at any time on the giving of three months’ notice. The Investment Advisers are associates of the ACD by virtue of
being a body corporate in a group in which the ACD is a member.

The investment objectives and policies of each Fund can be found in the further information section on pages 231-242.
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FRANKLIN TEMPLETON FUNDS
REPORT OF THE AUTHORISED CORPORATE DIRECTOR

REMUNERATION POLICY

Following the implementation of EU Directive 2014/91/EU amending the Undertaking for Collective Investment in Transferable
Securities Directive (EU Directive 2009/65/EC (“UCITS V”) on 18 March 2016, the ACD has been subject to the UCITS
Remuneration Code.

PURPOSE AND SCOPE OFTHE REMUNERATION POLICY

The Remuneration Policy of FTFML has been designed to align the personal objectives of staff with the long term interests of
FTFML and the funds under its management. It aims to mitigate incentive practices that may encourage employees to take
unnecessary risk.

The Policy applies to a certain category of staff called the Code Staff which includes the Board of Directors, members of
control functions, risk takers, and any employee with remuneration that takes them into the same bracket as risk takers, whose
activities have a material impact on the risk profiles of FTFML or the funds it manages.

There are defined procedures in place for the creation, update, review and approval of the Policy as well as for communication
and implementation of the Policy. Senior Management, Human Resources, Compliance and other functions are all involved

in this process and the Policy is approved by Senior Management and the ACD. There have been no material changes to the
Policy for the year ended 30 September 2020.

DESCRIPTION OFTHE STRUCTURE OF REMUNERATION

Fixed remuneration is defined as base salary plus material company provided benefits which may include company cars and
company pension contributions. Levels of fixed remuneration are set with reference to job complexity, level of responsibility,
performance and market benchmarking data. These levels are reviewed on a regular basis.

Variable remuneration is defined as annual bonuses, long term awards in the form of performance, share grants or sales bonus
payments. Levels of variable remuneration are set with reference to overall corporate and business unit performance as well
as individual performance.

Details of the Remuneration Policy are available from the ACD’s website at:
http://www.franklintempleton.co.uk/en_GB/investor/company/regulatory-information#remuneration

A paper copy of the remuneration information available on the ACD’s website is also available free of charge on request from
the ACD.

Total amount of fixed remuneration paid by FTFML during year ended 30 September 2020* £ 1,085,120
Total amount of variable remuneration paid by FTFML during year ended 30 September 2020 £ 1,983,279
Number of FTFML staff as at 30 September 2020 8
Total amount of compensation paid by FTFML to Senior Managers during year ended 30 September 2020* £ 1,380,139
Total amount paid by FTFML to other members of staff who have a material impact on the risk profile of the UCITS

during year ended 30 September 2020* £ 3,590,964

*The total amount of compensation paid by FTFML has been allocated to each UCITS [as ACD/Investment Manager] based on their pro rata share of the
average month end total net assets of FTFML for the year ended 30 September 2020, which is the year end of FTFML.

SIGNIFICANT EVENTS

For the period 1st April 2020 — 1st April 2021 the following significant changes were made to the Prospectus and Instrument of
Incorporation (where applicable):

» Franklin European Opportunities Fund was terminated (closed to investors on 31 January 2020), effective 5 June 2020.
* Anew W(inc) share class was launched for Franklin UK Managers’ Focus Fund, effective 21 June 2020.

» Certain fund administration services were delegated by Franklin Templeton Fund Management Limited to JP Morgan
Chase Bank N.A London, effective 22 June 2020.
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FRANKLIN TEMPLETON FUNDS
REPORT OF THE AUTHORISED CORPORATE DIRECTOR

» The annual management charge for the Templeton Global Emerging Markets Fund W share class was reduced from
1.00% to 0.90%, effective 1 July 2020.

» Franklin Templeton Investment Management Limited and Franklin Templeton Investments Corp were removed and
Templeton Asset Management Limited, Templeton Investment Counsel, LLC and Templeton Global Advisors Limited
were appointed as Investment Advisors to the Templeton Growth Fund, effective 15 September 2020.

» Changes were made to the Investment Policy of Franklin UK Rising Dividends Fund, effective 23 November 2020.
* Closure of Franklin Absolute Return Bond Fund, effective 27 January 2021.
» Change of name of Templeton Growth Fund to Templeton Global Leaders Fund, effective 1 April 2021.

» Templeton Growth Fund repositioning and management fee reduction, change of Benchmark (included in the
investment objective as a target) from gross to net dividends, effective 1 April 2021.

» Franklin Global Emerging Market Fund - change of Benchmark (included in the investment objective as a target) from
gross to net dividends, effective 1 April 2021.

* Franklin US Opportunities Fund — Change to the Investment Objective to remove the target Benchmark, non-
material changes to remove reference to the Benchmark in the Investment Policy and addition of S&P 500 Index as a
comparator benchmark, effective 1 April 2021.

ACD’s AUTHORISATION

This Annual Report has been approved by the ACD for issue to Shareholders and has been signed in accordance with the
requirements of the FCA’s Collective Investment Schemes Sourcebook (“COLL”").

William Jackson
Director, Franklin Templeton Fund Management Limited, Authorised Corporate Director
1 July 2021
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FRANKLIN TEMPLETON FUNDS

Statement of Authorised Corporate Director’s Responsibilities

The Open-Ended Investment Companies Regulations 2001 and COLL require the Authorised Corporate Director to prepare
financial statements for each accounting period which give a true and fair view of the financial position of the Company and
of net income/expenditure and the net gains/losses on the property of the Company for the period. In preparing the financial
statements the Authorised Corporate Director is required to:

select suitable accounting policies and then apply them consistently;
make adjustments and estimates that are reasonable and prudent;

conform with the disclosure requirements of the Statement of Recommended Practice of Authorised Funds issued by
the Investment Management Association in May 2014;

comply with the disclosure requirements of the Prospectus and Instrument of Incorporation;
follow generally accepted accounting principles and applicable accounting standards;

prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Company will
continue in business;

keep proper accounting records which enable it to demonstrate that the financial statements, as prepared, comply with
the above requirements; and

take reasonable steps for the prevention and detection of fraud and non-compliance with law or regulations.

The Authorised Corporate Director is responsible for the management of the Company in accordance with its Prospectus.

In accordance with rules of the Financial Conduct Authority, the Authorised Corporate Director has performed a detailed
assessment of whether the Funds provide value to investors. The outcome of this assessment is included in a separate
composite report to be published no later than 31 July 2021. The report will be published to our website and clearly signposted.
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FRANKLIN TEMPLETON FUNDS

Statement of the Depositary’s Responsibilities

Statement of the Depositary’s Responsibilities in Respect of the Scheme and Report of the Depositary to the Shareholders of
the Franklin Templeton Funds (“the Company”) for the year ended 31 March 2021

The Depositary must ensure that the Company is managed in accordance with the Financial Conduct Authority’s Collective
Investment Schemes Sourcebook, the Open-Ended Investment Companies Regulations 2001 (SI 2001/1228), as amended,
the Financial Services and Markets Act 2000, as amended, (together “the Regulations”), the Company’s Instrument of
Incorporation and Prospectus (together “the Scheme documents”) as detailed below.

The Depositary must in the context of its role act honestly, fairly, professionally, independently and in the interests of the
Company and its investors.

The Depositary is responsible for the safekeeping of all custodial assets and maintaining a record of all other assets of the
Company in accordance with the Regulations.

The Depositary must ensure that:

» the Company’s cash flows are properly monitored and that cash of the Company is booked into the cash accounts in
accordance with the Regulations;

« the sale, issue, repurchase and cancellation of shares are carried out in accordance with the Regulations;

+ the value of shares of the Company are calculated in accordance with the Regulations;

» any consideration relating to transactions in the Company’s assets is remitted to the Company within the usual time limits;
» the Company’s income is applied in accordance with the Regulations; and

« the instructions of the Authorised Fund Manager (“the AFM”), which is the UCITS Management Company, are carried out
(unless they conflict with the Regulations).

The Depositary also has a duty to take reasonable care to ensure that the Company is managed in accordance with the
Regulations and Scheme documents in relation to the investment and borrowing powers applicable to the Company.

Having carried out such procedures as we consider necessary to discharge our responsibilities as depositary of the Company,
it is our opinion, based on the information available to us and the explanations provided, that in all material respects the
Company, acting through the AFM:

i. has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Company’s shares and the
application of the Company’s income in accordance with the Regulations and the Scheme documents of the Company; and

ii. has observed the investment and borrowing powers and restrictions applicable to the Company.

For and on behalf of

The Bank of New York Mellon (International) Limited,
One Canada Square,

London E14 5AL

Manager
1 July 2021
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FRANKLIN TEMPLETON FUNDS

Independent auditors’ report to the Shareholders

Report on the audit of the financial statements

Opinion
In our opinion, the financial statements of Franklin Templeton Funds (the “Company”):

» give a true and fair view of the financial position of the Company and each of the sub-funds as at 31 March 2021 and
of the net revenue/expenses and the net capital gains/losses on the scheme property of the Company and each of the
sub-funds for the year then ended; and

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law), the Statement of Recommended Practice for UK Authorised Funds, the
Collective Investment Schemes sourcebook and the Instrument of Incorporation.

Franklin Templeton Funds is an Open Ended Investment Company (‘OEIC’) with 13 sub-funds. The financial statements of
the Company comprise the financial statements of each of the sub-funds. We have audited the financial statements, included
within the Annual Report & Audited Financial Statements (the “Annual Report”), which comprise: the balance sheets as at 31
March 2021; the statements of total return, and the statements of change in net assets attributable to shareholders for the
year then ended; the distribution tables; the accounting policies; and the notes to the financial statements.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Emphasis of matter - financial statements prepared on a basis other than going concern

In forming our opinion on the financial statements, which is not modified, we draw attention to note 1(a) to the financial
statements which describes the Authorised Corporate Director’s reasons why the financial statements of Franklin Mutual
Shares Fund have been prepared on a basis other than going concern. All other sub-funds in these financial statements have
been prepared on a going concern basis.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the Company'’s or any sub-funds’ ability to continue as a going concern
for a period of at least twelve months from the date on which the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the Authorised Corporate Director’s use of the going concern
basis of accounting in the preparation of the financial statements is appropriate (excluding the sub-fund referred to in the
Emphasis of Matter above where the financial statements are prepared on a basis other than going concern).

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the Company’s
or any sub-funds’ ability to continue as a going concern.



FRANKLIN TEMPLETON FUNDS
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Our responsibilities and the responsibilities of the Authorised Corporate Director with respect to going concern are described in
the relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The Authorised Corporate Director is responsible for the other information. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained

in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report based
on these responsibilities.

Report of the Authorised Corporate Director

In our opinion, the information given in the Report of the Authorised Corporate Director for the financial year for which the
financial statements are prepared is consistent with the financial statements.

Responsibilities for the financial statements and the audit
Responsibilities of the Authorised Corporate Director for the financial statements

As explained more fully in the Statement of Authorised Corporate Director’s Responsibilities, the Authorised Corporate Director
is responsible for the preparation of the financial statements in accordance with the applicable framework and for being
satisfied that they give a true and fair view. The Authorised Corporate Director is also responsible for such internal control

as they determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the Authorised Corporate Director is responsible for assessing the Company’s and each
of the sub-funds ability to continue as a going concern, disclosing as applicable, matters related to going concern and using
the going concern basis of accounting unless the Authorised Corporate Director either intends to wind up or terminate the
Company or individual sub-fund, or has no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to
which our procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the Company/industry, we identified that the principal risks of non-compliance with laws and
regulations related to breaches of the Collective Investment Schemes sourcebook, and we considered the extent to which
non-compliance might have a material effect on the financial statements, in particular those parts of the sourcebook which
may directly impact on the determination of amounts and disclosures in the financial statements. We evaluated management’s



FRANKLIN TEMPLETON FUNDS
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls),
and determined that the principal risks were related to posting inappropriate journal entries to increase revenue or to increase
the net asset value of the Company or the sub-funds. Audit procedures performed included:

» Discussions with the Authorised Corporate Director, including consideration of known or suspected instances of non-
compliance with laws and regulation and fraud;

* Reviewing relevant meeting minutes, including those of the Authorised Corporate Director’s board of directors;

» lIdentifying and testing journal entries, specifically any journals posted as part of the financial year end close process;
and

» Designing audit procedures to incorporate unpredictability around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or
through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s shareholders as a body in accordance
with paragraph 4.5.12 of the Collective Investment Schemes sourcebook as required by paragraph 67(2) of the Open-Ended
Investment Companies Regulations 2001 and for no other purpose. We do not, in giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing.

Other required reporting

Opinion on matter required by the Collective Investment Schemes sourcebook
In our opinion, we have obtained all the information and explanations we consider necessary for the purposes of the audit.

Collective Investment Schemes sourcebook exception reporting
Under the Collective Investment Schemes sourcebook we are also required to report to you if, in our opinion:

» proper accounting records have not been kept; or
+ the financial statements are not in agreement with the accounting records.

We have no exceptions to report arising from this responsibility.

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Edinburgh

1 July 2021



FRANKLIN TEMPLETON FUNDS

Notes to the Financial Statements Applicable to all Sub-Funds

1.

Accounting Policies

(a) Basis of Accounting

The financial statements have been prepared under the historical cost basis, as modified by the revaluation of investments,
and in accordance with the Statement of Recommended Practice for UK Authorised Funds issued by The Investment
Management Association (now the ‘The Investment Association’) in May 2014 (SORP 2014), and in accordance with United
Kingdom Generally Accepted Accounting Practice as defined within FRS 102, the Financial Reporting Standard applicable
in the UK and Republic of Ireland.

The financial statements of Franklin Mutual Shares Fund has ceased trading and is in the process of liquidation. As such,
the financial statements have been prepared on a basis other than going concern. No adjustments were required to the
financial statements of the Fund to adjust assets or liabilities to their realisable values, reclassify fixed assets and long-term
liabilities as current assets and liabilities or to provide for liabilities arising from the decision. All costs in relation the closure
of the Fund will be borne by the ACD.

All other Funds have been prepared on a going concern basis.

(b) Basis of Valuation of Investments

(c

12

~

Investments in long positions of the Funds have been valued at the bid-market dealing prices (short positions at offer-
market dealing prices) at close of business on the last working day of the accounting period.

Securities which are listed on a stock exchange or traded on any organised market are valued at the last available bid or
offer price on such exchange or market which is normally the principal market for each security, excluding any accrued

interest in the case of debt securities.

Securities not listed on any stock exchange are valued at the last available price, or if such price is not representative of
their fair value, they are fair valued based on the ACD’s assessment of their net fair value.

Revenue Recognition

Dividends on investments and revenue from offshore collective investment schemes are recognised when the securities
are quoted ex-dividend.

Revenue from unquoted securities is recognised when entitlement to the dividend is established.

Interest on debt securities is determined on an effective yield basis. Effective yield is a revenue calculation that reflects the
amount of amortisation of any discount or premium on the purchase price over the remaining life of the security.

Bank interest is accounted for on an accruals basis.

The ordinary element of stocks received in lieu of cash dividends (stock dividends) is recognised as revenue of the Fund
and where applicable is included in the distribution. Any enhanced element of the stock dividends is taken to capital and not
distributed.

Special dividends are treated as repayments of capital or revenue depending on the facts of each particular case.
Dividends received from US REITS are allocated between revenue and capital for distribution purposes. The split is based
on the year-end tax reporting date issued by the US REIT. Where the split of revenue and capital has not been announced
at the accounting date a provisional split will be used. The provision will be calculated on the prior years aggregated

dividend split for each US REIT.

Equalisation earned from Collective Investment Schemes is recorded as capital.

Annual Report & Audited Financial Statements www.franklintempleton.co.uk



FRANKLIN TEMPLETON FUNDS
NOTES TO THE FINANCIAL STATEMENTS APPLICABLE TO ALL SUB-FUNDS

1. Accounting Policies (continued)

(d) Treatment of derivatives

Motive and circumstances are used to determine whether the return of a derivative should be recognised as capital or
revenue. Where positions are adopted to protect or enhance capital, and circumstances support this, the returns are
recognised in net capital gain/(loss). Where positions are adopted to protect or enhance revenue, and circumstances
support this, the returns are recognised as revenue.

Where positions generate total returns, the return is split between capital and revenue based upon the nature of the
transaction.

(e) Treatment of Expenses

The ACD’s annual management charge is charged to the income property of the respective Funds, with the exception of
Franklin UK Equity Income Fund and Franklin UK Rising Dividends Fund where the ACD’s annual management charge
is charged to capital and Franklin Sterling Corporate Bond Fund and Franklin UK Gilt Fund where the ACD’s annual
management charge and expenses are charged to capital.

All other expenses are accounted for on an accruals basis and are charged wholly to revenue.
All costs directly related to the purchase and sale of investments are charged to capital.

Expenses incurred in respect of, or attributable to, the Funds as a whole are allocated when incurred in the proportion of
the net asset value of each share class to the total net asset value of the Fund.

(f) Foreign Currencies

Transactions involving foreign currencies are translated at the spot exchange rate ruling on the date of the transaction.

Forward exchange contracts are valued at the forward rate applicable at the Balance Sheet date for the remaining period,
until maturity. Gains or losses resulting from forward exchange contracts are recognised in the Statement of Total Return,
as either revenue or capital depending on the underlying purposes and nature of the contract.

Other assets and liabilities in foreign currencies are translated at the exchange rates ruling at the end of the year.

(g) Taxation

Provision is made for corporation tax at the current rate on the excess of taxable revenue over allowable expenses. The
charge for taxation is based on taxable income less allowable expenses for the year. UK dividend income is disclosed net
of any related tax credit.

Overseas dividends continue to be disclosed gross of any foreign tax suffered, the tax element being separately disclosed
in the taxation note.

Deferred tax is provided at current rates of corporation tax on all timing differences, which have originated but not reversed
by the Balance Sheet date other than those differences regarded as permanent. Deferred tax assets are recognised only
to the extent that it is more likely than not that there will be taxable profits from which underlying timing differences can be
deducted. Deferred tax assets and provisions are not discounted to reflect the time value of money.

(h) Equalisation

All shareholders, within each share category, receive the same distribution per share, although the distribution to
shareholders who purchased shares during the distribution period (group 2 holdings) contains an element of equalisation.
Equalisation is a repayment, at an average rate per share, of the amount of accrued net revenue, which was included in the
purchase price of such shares. As the nature of this payment is capital it is not subject to income tax but must be deducted
from the purchase price in any capital gains tax computation on the sale of the shares.
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FRANKLIN TEMPLETON FUNDS
NOTES TO THE FINANCIAL STATEMENTS APPLICABLE TO ALL SUB-FUNDS

1.

U

1)

Accounting Policies (continued)

Distribution Policy

Revenue produced by the Funds’ investments accumulates during each distribution period. If at the end of the distribution
period, revenue exceeds expenses for a share class, the net revenue of the share class is available to be distributed to
shareholders.

Franklin Sterling Corporate Bond Fund and Franklin UK Gilt Fund charge all of their charges and expenses to the capital
property of the Fund, therefore the distribution is equal to the revenue for the period. Franklin UK Equity Income Fund and
Franklin UK Rising Dividends Fund charge only the ACD fee to the capital property of the Fund, therefore the ACD fee is
not deducted from the revenue for the period.

Revenue attributed to accumulation shareholders is retained at the end of each distribution period and represents a
reinvestment of revenue.

Dilution Adjustment

The cost of purchasing or selling investments for a Fund may deviate from the mid-market value used in calculating

the daily price of shares in the Fund due to dealing costs and any spread between the buying and selling prices of the
underlying investments. Without adjustment, these dealing costs can have an adverse effect on the value of each Fund. In
order to protect shareholders from this impact, the ACD may, at its discretion, make a dilution adjustment on the creation
and/or cancellation of shares if, in its opinion, the existing shareholders (for creations) or remaining shareholders (for
cancellations) might be adversely affected.

Related parties

Franklin Templeton Fund Management Limited, a related party, acted primarily in all transactions in the Funds. The
aggregate amounts received through issues and cancellations are disclosed in the Statement of Change in Net Assets
Attributable to Shareholders.

Amounts charged by the ACD and associates of the ACD in respect of the management and administration fees are
disclosed in Note 3 of the individual Funds.

Further details on related parties transactions are disclosed within the related parties note of the individual Funds.
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Derivatives and Other Financial Instruments

The numerical disclosures for derivatives and other financial instruments are shown within each individual Fund.

Financial Instrument Risks
In accordance with investment objectives, the Funds’ may hold certain financial instruments as part of efficient portfolio
management, which may comprise:

— securities held in accordance with the Funds’ investment objectives and policies;
— cash and short-term assets;
— derivatives.

The Company’s overall risk management policy is the responsibility of the ACD. The ACD uses a risk management
process, as reviewed by the Depositary, enabling it to monitor and measure as frequently as appropriate the risk of a
Fund’s positions and their contribution to the overall risk profile of the Fund.

The main risks arising from the Company’s financial instruments are market risk (which are comprised of currency risk,

interest rate risk and other market price risk), liquidity risk, credit and counterparty risks. The ACD reviews policies for
managing each of these risks and these are summarised below.
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FRANKLIN TEMPLETON FUNDS
NOTES TO THE FINANCIAL STATEMENTS APPLICABLE TO ALL SUB-FUNDS

3. Derivatives and Other Financial Instruments (continued)

(a) Market risk

Market risk arises mainly from uncertainty about future prices of financial instruments held. It represents the potential loss
the Company might suffer through holding market positions in the face of price movements.

The ACD monitors on a daily basis the net allocation of the portfolio in order to minimise the risk associated with
particular countries and industry sectors whilst continuing to follow the investment objective. An individual fund manager
is responsible for monitoring the existing portfolio selected in accordance with the overall asset allocation parameter and
seeks to ensure that individual securities also meet the risk reward profile that is acceptable.

The global exposure of the Templeton Global Total Return Bond Fund is measured through Value-at-Risk (“VaR”)
calculated using the Monte Carlo approach. VaR is a statistical risk measure that estimates the potential portfolio loss
from adverse market moves in an ordinary market environment. VaR analysis reflects the interdependencies between risk
variables, unlike a traditional sensitivity analysis. VaR can be defined as the predicted loss a portfolio can experience at a
specified confidence level (e.g. 99%) over a given period of time (e.g. 20 days).

The VaR calculations are based on a confidence level of 99% with a holding period of not greater than 1 month (20 days)
and a historical observation period of not less than 1 year (250 days). A 99% 1 month VaR means that the expectation is
that 99% of the time over a 1 month period the Fund will lose less than this number in percentage terms. Therefore, higher
VaR numbers indicate higher risk.

It is noted that the use of this VaR methodology, as any other statistical risk measure, has limitations. There is some
probability that the loss could be greater than the VaR amounts and therefore it cannot be guaranteed that losses will
neither exceed the VaR indicated, nor that losses in excess of the VaR amounts will not occur more frequently.

The Templeton Global Total Return Bond Fund uses the relative VaR methodology which is the absolute VaR of the
portfolio divided by the absolute VaR of the benchmark. The benchmark that is used is the one that is most representative
of the Funds’ strategy and likely risk exposures.

Please refer to individual Fund’s accounts for details of market risk exposure.

Currency risk

The revenue and capital value of the Company’s investments can be significantly affected by currency translation
movements as some of the Company’s assets and revenue are denominated in currencies other than sterling which is the
Company’s functional currency.

The ACD has identified three principal areas where foreign currency risk could impact the Company:
— Movements in rates affect the value of investments;

— Movements in rates affect short term timing differences; and

— Movements in rates affect revenue received.

Currency exposure is monitored closely and is considered to be part of the overall investment process. Currency hedges
via forward exchange contracts will only be used in the event of a specific currency risk being identified or in order to hedge
a particular share class.

The Company may be subject to short-term exposure to exchange rate movement, for instance, where there is a difference
between the date an investment purchase or sale is entered into and the date when settlement of the proceeds occurs. The

ACD may elect to hedge against this risk.

The Company receives revenue in currencies other than sterling and the sterling values of the revenue can be affected by
movements in exchange rates. The ACD may elect to hedge against this risk.

Please refer to individual Fund’s accounts for details of currency risk exposure.
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FRANKLIN TEMPLETON FUNDS
NOTES TO THE FINANCIAL STATEMENTS APPLICABLE TO ALL SUB-FUNDS

3.

Derivatives and Other Financial Instruments (continued)

Interest rate risk

The Company holds cash balances which are subject to a floating rate of interest. These cash balances are placed with
reputable financial institutions. The Company invests in both fixed and floating rate debt instruments. It is exposed to

risks associated with the effects of fluctuations in the prevailing levels of market interest rates on its financial position and
cash-flows. Any change to the interest rates relevant for particular securities may result in either revenue increasing or
decreasing or the ACD being unable to secure similar returns on the expiry of contracts or the sale of securities. In addition,
changes to prevailing rates or changes in expectations of future rates may result in an increase or decrease in the value of
the securities held.

In general, if interest rates rise, the revenue potential of the individual Fund also rises, but the value of the fixed rate
securities will decline (along with certain expenses calculated by reference to the assets of the individual Fund). A decline
in interest rates will generally have the opposite effect.

Please refer to individual Fund’s accounts for details of interest rate risk exposure and interest rate sensitivity analysis,
where applicable.

Other price risk

Other risks in using derivative and non derivative securities include the risk of differing valuations of derivatives arising
out of different permitted valuation methods and the inability of derivatives to correlate perfectly with underlying securities,
rates and indices. Many derivatives, in particular OTC derivatives, are complex and often valued subjectively and the
valuation can only be provided by a limited number of market professionals which often are acting as counterparties to the
transaction to be valued. Inaccurate valuations can result in increased cash payment requirements to counterparties or a
loss of value to the Funds.

Derivatives do not always closely track the value of the underlying securities, rates or indices they are designed to track.

Please refer to individual Fund’s accounts for details of other price risk sensitivity analysis.

(b) Credit and Counterparty risk

16

Credit risk

The Company invests in investment grade and sub-investment grade financial debt instruments. Investment grade

bonds are rated by Standard & Poor’s. Sub-investment grade bonds are subject to a greater risk that such investments
could not be readily sold or that the issuer could default on its obligations causing the Company to sustain losses on

such investments. The Investment Adviser will seek to limit such risks by in-depth credit research and careful securities
selection. Sub-investment grade debt securities are speculative and involve a greater risk of default and price changes due
to changes in the issuer’s creditworthiness. Tables of credit ratings can be seen within the Funds holding such securities.

Counterparty risk

Certain transactions in securities that the Company enters into expose it to the risk that the counterparty will not deliver
the investment (purchase) or cash (sale) after the Company has fulfilled its responsibilities. The Company mainly deals,
however, on a “delivery versus payment” basis which reduces the counterparty risk. The Company only buys and sells
investments through brokers which have been approved by the ACD as an acceptable counterparty. In addition, limits
are set as to the maximum exposure to any broker that may exist at any time; these limits are reviewed weekly. Only
counterparties that have been approved by Franklin Templeton Investments’ Counterparty Credit Committee are used for
derivatives transactions. Details of counterparty exposure can be found within each Fund’s Portfolio Statement.

Please refer to individual Fund’s accounts for details of credit and counterparty risk exposure.
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FRANKLIN TEMPLETON FUNDS
NOTES TO THE FINANCIAL STATEMENTS APPLICABLE TO ALL SUB-FUNDS

3. Derivatives and Other Financial Instruments (continued)

(c) Liquidity risk
The Company’s assets comprise mainly readily realisable securities. The main liability of the Company is the redemption of
any shares that investors wish to sell.

Liquidity risk exists when a particular instrument is difficult to purchase or sell. If a derivative transaction is particularly large
or if the relevant market is illiquid, it may not be possible to initiate a transaction or liquidate a position at an advantageous
price (however, the Funds will only enter into OTC derivatives if these are allowed to liquidate such transactions, at any
time, at fair value).

Please refer to individual Fund’s accounts for details of liquidity risk exposure.

4. Portfolio Transaction Costs

The numerical disclosures for portfolio transaction costs are shown within each individual Fund where applicable.
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FRANKLIN TEMPLETON FUNDS

Comparative Table, 31 March 2021

Franklin Mutual Shares Fund

Franklin Mutual Shares Fund ceased trading on 31 January 2020.

31 March 31 March 31 March
A — Accumulation shares 2021 2020 2019
Change in net assets per share (p)
Opening net asset value per share - 268.94 247.29
Return before operating charges' - n/a 26.34
Operating charges? - - (4.69)
Return after operating charges® - n/a 21.65
Closing net asset value per share — — 268.94
Distribution - (3.35) (1.04)
Retained distributions on accumulation shares - 0.36 1.04
After direct transaction costs of* - 0.14 0.05
