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SPECIALIZED EXPERTISE

TRUE DIVERSIFICATION

RELIABILITY YOU CAN TRUST

structure combines the specialized expertise of
three world-class investment management groups-—-—
Franklin, Templeton and Mutual Series.

Each of our portfolio management groups operates
autonomously, relying on its own research and
staying true to the unique investment disciplines
that underlie its success.

FRANKLIN. Founded in 1947, Franklin is a recognized
leader in fixed income investing and also brings
expertise in growth- and value-style U.S. equity
investing.

TEMPLETON. Founded in 1940, Templeton pioneered
international investing and, in 1954, launched what
has become the industry's oldest global fund. Today,
with offices in over 25 countries, Templeton offers
investors a truly global perspective.

MUTUAL SERIES. Founded in 1949, Mutual Series 1is
dedicated to a unique style of value investing,
searching aggressively for opportunity among what it
believes are undervalued stocks, as well as
arbitrage situations and distressed securities.

Because our management groups work independently and
adhere to different investment approaches, Franklin,
Templeton and Mutual Series funds typically have
distinct portfolios. That's why our funds can be
used to build truly diversified allocation plans
covering every major asset class.

At Franklin Templeton Investments, we seek to
consistently provide investors with exceptional
risk-adjusted returns over the long term, as well as
the reliable, accurate and personal service that has
helped us become one of the most trusted names in
financial services.

MUTUAL FUNDS | RETIREMENT PLANS |529 COLLEGE SAVINGS PLANS | SEPARATE ACCOUNTS

(GRAPHIC)

Not part of the annual report

Annual Report

Templeton Emerging Markets Fund

YOUR FUND'S GOAL AND MAIN INVESTMENTS: Templeton Emerging Markets Fund seeks
long-term capital appreciation by investing, under normal market conditions, at
least 80% of its net assets in emerging country equity securities.

GEOGRAPHIC BREAKDOWN

Based on Total Net Assets as of 8/31/08

(PIE CHART)
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N 46.2%
@ ) TP 27.1%
Latin America & Caribbean .................. 22.1%
Short-Term Investments & Other Net Assets .. 4.6%

Dear Shareholder:

This annual report for Templeton Emerging Markets Fund covers the fiscal year
ended August 31, 2008.

PERFORMANCE OVERVIEW

Templeton Emerging Markets Fund had cumulative total returns of -6.16% based on
market price and -10.94% based on net asset value for the 12 months under
review.

ECONOMIC AND MARKET OVERVIEW

Although most emerging markets had positive performances in the first part of
the reporting period, worsening market sentiment led to greater volatility in
the second half and most markets ended the reporting period in negative

THE DOLLAR VALUE, NUMBER OF SHARES OR PRINCIPAL AMOUNT, AND NAMES OF ALL
PORTFOLIO HOLDINGS ARE LISTED IN THE FUND'S STATEMENT OF INVESTMENTS (SOI). THE
SOI BEGINS ON PAGE 11.
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TOP 10 COUNTRIES
Based on Equity Investments as of 8/31/08

% OF TOTAL
NET ASSETS

Brazil 20.6%
China 15.6%
Russia 9.9%
Turkey 9.2%
Thailand 7.3%
India 6.2%
South Korea 6.1%
Hong Kong 4.1%
Poland 3.0%
Taiwan 2.8%

territory. Emerging markets declined on concerns of slowing global economic
growth, higher inflation and the impact of the U.S. subprime crisis on global
financial markets.

The Latin American region was the top performer during the period under review,
as stronger domestic currencies and higher commodity prices contributed to
positive returns. Brazil, benefiting significantly from a stronger real and high
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agricultural commodity prices, was the region's top performing equity market
with a 23.62% gain in U.S. dollar terms. (1)

In Europe, Russian equities reached a record high during May 2008, as strong
economic growth and high commodity prices supported the country's energy and
materials companies. However, falling commodity prices later in the period,
coupled with the Georgia conflict, led investors to lock in gains, which
resulted in a 10.51% loss in U.S. dollars for the Russian stock market. (1)
Investor confidence in Turkey suffered due to political uncertainty despite
higher-than-expected gross domestic product growth, and the Istanbul stock
market fell 12.73% in U.S. dollar terms. (1) Elsewhere, Asian stocks declined
during the Fund's fiscal year largely due to inflationary concerns and fears of
a prolonged U.S. economic downturn and its impact on Asian economies.

INVESTMENT STRATEGY

Our investment strategy employs a bottom-up, value-oriented, long-term approach.
We focus on the market price of a company's securities relative to our
evaluation of the company's long-term earnings, asset value and cash flow
potential. As we look for investments, we focus on specific companies and
undertake in-depth research to construct an action list from which we make our
buy decisions. Before we make a purchase, we look at the company's potential for
earnings and growth over a five-year horizon. During our analysis, we also
consider the company's position in its sector, the economic framework and
political environment.

MANAGER'S DISCUSSION

For the 12 months under review, the Fund's exposure to the food and staples
retailing, telecommunication services and utilities sectors contributed
significantly to absolute performance. (2) We held only one stock in the food and
staples

(1.) Source: (C) 2008 Morningstar. All Rights Reserved. The information
contained herein: (1) is proprietary to Morningstar and/or its content
providers; (2) may not be copied or distributed; and (3) is not warranted
to be accurate, complete or timely. Neither Morningstar nor its content
providers are responsible for any damages or losses arising from any use of
this information. Past performance is no guarantee of future results. The
Morgan Stanley Capital International (MSCI) Emerging Markets Index is a
free float-adjusted, market capitalization-weighted index designed to
measure equity market performance in global emerging markets. Country
market returns are based on subindexes of the MSCI Emerging Markets Index.

(2.) The telecommunication services sector comprises diversified
telecommunication services and wireless telecommunication services in the
SOI.
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retailing sector, Hong Kong's Dairy Farm International Holdings, which operates
supermarkets, hypermarkets (department store and supermarket), as well as
convenience, home furnishing, and health and beauty stores in Asia. The stock
performed well mainly due to greater private consumption in the region. In the
telecommunication services sector, key contributors included Taiwan Mobile, (3)
Telefonos de Mexico and South Africa's MIN Group, (3) which benefited from higher
living standards and greater demand for telecommunication services in emerging
markets. The Fund's only utilities holdings, Gail India(3) and Eletrobras
(Centrais Eletricas Brasileiras), (3) appreciated in value.
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From a geographic perspective, investments in Brazil and India helped the Fund's
performance. In addition to the stocks discussed previously, noteworthy
contributors included Brazil's Petrobras (Petroleo Brasileiro), the country's
national oil and gas company, and Vale (Companhia Vale do Rio Doce), one of the
world's largest iron ore producers that is also engaged in various other mining
activities, and India's Sesa Goa, one of the country's biggest iron ore
exporters.

On the other hand, sectors that had a negative impact on the Fund's absolute
performance included materials, capital goods, and consumer durables and
apparel. (4) Geographically, investments in China and South Korea hurt the Fund's
performance. In the materials sector, Chalco (Aluminum Corp. of China), the
country's leading alumina and aluminum products manufacturer, was a significant
detractor. The stock declined in value due to lower-than-expected earnings, but
we believed the company was well positioned to benefit from China's continuing
economic growth and longer-term demand in the automobile, machinery and aircraft
industries. South Korea's Hyundai Development in the capital goods sector
declined in value due to concerns regarding the country's weak housing market.
We remained confident in Hyundai Development's prospects based on the company's
dominant market position as a leading residential property developer. In the
consumer durables and apparel sector, South Korean women's casual apparel
supplier Avista hurt the Fund's returns. We continued to hold the stock based on
what we considered attractive valuations and positive long-term growth outlook,
supported by introduction of new brands and expectations of a recovery in
domestic consumption.

It is important to recognize the effect of currency movements on the Fund's
performance. In general, if the value of the U.S. dollar goes up compared with a
foreign currency, an investment traded in that foreign currency will go down in
value because it will be worth fewer U.S. dollars. This can have a negative

(3.) Sold by period-end.

(4.) The materials sector comprises construction materials, and metals and
mining in the SOI. The capital goods sector comprises construction and
engineering in the SOI. The consumer durables and apparel sector comprises

textiles, apparel and luxury goods in the SOI.

TOP 10 HOLDINGS

8/31/08
COMPANY % OF TOTAL
SECTOR/INDUSTRY, COUNTRY NET ASSETS

Petrobras (Petroleo Brasileiro SA), ADR, pfd.

OIL, GAS & CONSUMABLE FUELS, BRAZIL 8.3%
Vale (Companhia Vale do Rio Doce), ADR, pfd., A

METALS & MINING, BRAZIL 6.6%
Akbank TAS

COMMERCIAL BANKS, TURKEY 4.4%
PetroChina Co. Ltd., H

OIL, GAS & CONSUMABLE FUELS, CHINA 4.4%
Banco Bradesco SA, ADR, pfd

COMMERCIAL BANKS, BRAZIL 3.3%
LUKOIL, ADR

OIL, GAS & CONSUMABLE FUELS, RUSSIA 2.9%
Tupras-Turkiye Petrol Rafinerileri AS

OIL, GAS & CONSUMABLE FUELS, TURKEY 2.9%

CNOOC Ltd.
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OIL, GAS & CONSUMABLE FUELS, CHINA 2.9%
Sesa Goa Ltd.

METALS & MINING, INDIA 2.8%
Gazprom, ADR

OIL, GAS & CONSUMABLE FUELS, RUSSIA 2.6%
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effect on Fund performance. Conversely, when the U.S. dollar weakens in relation
to a foreign currency, an investment traded in that foreign currency will
increase in value, which can contribute to Fund performance. For the 12 months
ended August 31, 2008, the U.S. dollar declined in wvalue relative to most
currencies. As a result, the Fund's performance was positively affected by the
portfolio's investment predominantly in securities with non-U.S. currency
exposure. However, one cannot expect the same result in future periods.

During the reporting period, we initiated positions in some textiles, apparel
and luxury goods; and real estate management and development companies as some
of these stocks experienced corrections during the period, which made valuations
more attractive. Purchases included Victory City, a Hong Kong-based fabric and
yarn manufacturer and processor; Polnord, a leading Polish property developer;
and SK Energy, South Korea's largest oil refiner.

To raise funds for income and capital gain distributions, we sold a number of
holdings. During this process, we disposed of stocks that we considered no
longer attractively valued within our investment universe. We also sold some
positions as stocks reached sale price targets. As a result, the Fund's
investments in tobacco, telecommunication services and pharmaceuticals companies
fell. Key sales included Remgro, a South African company with tobacco, liquor,
mining, financial, packaging, food and other interests; Richter Gedeon,
Hungary's largest pharmaceuticals company; and Taiwan Mobile, the country's
major wireless telecommunication services provider.

Thank you for your continued participation in Templeton Emerging Markets Fund.
We look forward to serving your future investment needs.

Sincerely,

(PHOTO OF MARK MOBIUS)

/s/ Mark Mobius

Mark Mobius
Executive Chairman
Templeton Asset Management Ltd.

THE FOREGOING INFORMATION REFLECTS OUR ANALYSIS, OPINIONS AND PORTFOLIO HOLDINGS
AS OF AUGUST 31, 2008, THE END OF THE REPORTING PERIOD. THE WAY WE IMPLEMENT OUR
MAIN INVESTMENT STRATEGIES AND THE RESULTING PORTFOLIO HOLDINGS MAY CHANGE
DEPENDING ON FACTORS SUCH AS MARKET AND ECONOMIC CONDITIONS. THESE OPINIONS MAY
NOT BE RELIED UPON AS INVESTMENT ADVICE OR AN OFFER FOR A PARTICULAR SECURITY.
THE INFORMATION IS NOT A COMPLETE ANALYSIS OF EVERY ASPECT OF ANY MARKET,
COUNTRY, INDUSTRY, SECURITY OR THE FUND. STATEMENTS OF FACT ARE FROM SOURCES
CONSIDERED RELIABLE, BUT THE INVESTMENT MANAGER MAKES NO REPRESENTATION OR
WARRANTY AS TO THEIR COMPLETENESS OR ACCURACY. ALTHOUGH HISTORICAL PERFORMANCE
IS NO GUARANTEE OF FUTURE RESULTS, THESE INSIGHTS MAY HELP YOU UNDERSTAND OUR
INVESTMENT MANAGEMENT PHILOSOPHY.
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Performance Summary as of 8/31/08

Your dividend income will vary depending on dividends or interest paid by
securities in the Fund's portfolio, adjusted for operating expenses. Capital
gain distributions are net profits realized from the sale of portfolio
securities. Total return reflects reinvestment of the Fund's dividends and
capital gain distributions, if any, and any unrealized gains or losses. Total
returns do not reflect any sales charges paid at inception or brokerage
commissions paid on secondary market purchases. The performance table does not
reflect any taxes that a shareholder would pay on Fund dividends, capital gain
distributions, if any, or any realized gains on the sale of Fund shares.

PRICE AND DISTRIBUTION INFORMATION

SYMBOL: EMF CHANGE 8/31/08 8/31/07
Net Asset Value (NAV) -$4.03 $19.11 $23.14
Market Price (NYSE) -$2.93 $17.63 $20.56
DISTRIBUTIONS (9/1/07-8/31/08)
Dividend Income $0.3369
Short-Term Capital Gain $0.3575
Long-Term Capital Gain $1.4726

TOTAL $2.1670
PERFORMANCE

1-YEAR 5-YEAR 10-YEAR

Cumulative Total Return(l)

Based on change in NAV (2) -10.94% +188.09% +359.30%

Based on change in market price(3) -6.16% +144.87% +406.23%
Average Annual Total Return(l)

Based on change in NAV (2) -10.94% +23.56% +16.47%

Based on change in market price(3) -6.16% +19.061% +17.60%

PERFORMANCE DATA REPRESENT PAST PERFORMANCE, WHICH DOES NOT GUARANTEE FUTURE
RESULTS. INVESTMENT RETURN AND PRINCIPAL VALUE WILL FLUCTUATE, AND YOU MAY HAVE
A GAIN OR LOSS WHEN YOU SELL YOUR SHARES. CURRENT PERFORMANCE MAY DIFFER FROM
FIGURES SHOWN.

ENDNOTES

SPECIAL RISKS ARE ASSOCIATED WITH FOREIGN INVESTING, INCLUDING CURRENCY
VOLATILITY, ECONOMIC INSTABILITY AND POLITICAL DEVELOPMENTS OF COUNTRIES WHERE
THE FUND INVESTS. EMERGING MARKETS INVOLVE HEIGHTENED RISKS RELATED TO THE SAME
FACTORS, IN ADDITION TO THOSE ASSOCIATED WITH THEIR RELATIVELY SMALL SIZE AND
LESSER LIQUIDITY.
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(1.) Total return calculations represent the cumulative and average annual
changes in value of an investment over the periods indicated.

(2.) Assumes reinvestment of distributions based on net asset value.
(3.) Assumes reinvestment of distributions based on the dividend reinvestment
and cash purchase plan.
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Templeton Emerging Markets Fund

FINANCIAL HIGHLIGHTS

YEAR ENDED AUGUST 31,

2008 2007 2006 2005

PER SHARE OPERATING PERFORMANCE

(for a share outstanding throughout the year)
Net asset value, beginning of year .............. $ 23.14 $ 20.56 $ 17.98 $ 13.40
Income from investment operations:

Net investment income (a) ... vv it eeeennenn. 0.30 0.37 0.33 0.32

Net realized and unrealized gains (losses) ... (2.16) 7.47 4.25 4.51
Total from investment operations ................ (1.86) 7.84 4.58 4.83
Less distributions from:

Net investment income ..........iiiiinnnnnnn. (0.34) (0.64) (0.39) (0.25)

Net realized gains . ... iiii it teneneeennnn (1.83) (4.62) (1.61) ——
Total distributions ......... it (2.17) (5.26) (2.00) (0.25)
Net asset value, end of year ......euieeeeeennnnn. $ 19.11 $ 23.14 $ 20.56 $ 17.98
Market value, end of year (D) .....iiiiiiiieeenn. $ 17.63 $ 20.56 $ 18.94 $ 18.31
Total return (based on market value per

Share) i e e e e e e e e (6.16)% 41.62% 15.01% 30.66%
RATIOS TO AVERAGE NET ASSETS
EXPENSES (C) i ettt ettt ettt ettt eeeeeeeeeeenaeeeens 1.55% 1.55% 1.58% 1.57%
Net investment income ...........iiiiiiiiinnnennn. 1.28% 1.86% 1.66% 2.00%
SUPPLEMENTAL DATA
Net assets, end of year (000's) .....oeeiiennnn.. $345,403 $418,213 $366,549 $318,240
Portfolio turnover rate .......c.c.iiiiiiiinnnnnn. 9.33% 33.15% 43.03% 36.04%

(a) Based on average daily shares outstanding.
(b) Based on the last sale on the New York Stock Exchange.
(c) Benefit of expense reduction rounds to less than 0.01%.

The accompanying notes are an integral part of these financial statements.
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Templeton Emerging Markets Fund

STATEMENT OF INVESTMENTS, AUGUST 31, 2008

INDUSTRY
COMMON STOCKS 74.8%
AUSTRIA 1.7%
OMV  AG ittt ettt ettt ettt ettt e eeeeeeeneeens 0il, Gas & Consumable Fuels
CHINA 15.6%
Aluminum Corp. of China Ltd., H ............... Metals & Mining
(a) Brilliance China Automotive Holdings Ltd. ..... Automobiles
China Petroleum and Chemical Corp., H ......... 0il, Gas & Consumable Fuels
Chiwan Wharf Holdings Ltd., B ............co... Transportation Infrastructure
CNOOC LEd. ittt ittt ettt ettt et eeeeeeananan 0il, Gas & Consumable Fuels
Denway Motors Ltd. ...ttt iitiinneeeeennenns Automobiles
PetroChina Co. Ltd., H ...ttt nnennn 0il, Gas & Consumable Fuels
Win Hanverky Holdings Ltd. .........coeiieee... Textiles, Apparel & Luxury Goods
HONG KONG 4.1%
Dairy Farm International Holdings Ltd. ........ Food & Staples Retailing
(a, b) Tack Fat Group International Ltd. ............. Textiles, Apparel & Luxury Goods
Victory City International Holdings Ltd. ...... Textiles, Apparel & Luxury Goods
VTech Holdings Ltd. ...ttt eennnennnn Communications Equipment
HUNGARY 1.8%
MOL Hungarian Oil and Gas Nyrt ................ 0il, Gas & Consumable Fuels
INDIA 6.2%
National Aluminium Co. Ltd. .........cceeeiee... Metals & Mining
0il & Natural Gas Corp. Ltd. ... 0il, Gas & Consumable Fuels
Sesa Goa Ltd. .ttt i e i e Metals & Mining
INDONESIA 2.7%
PT Astra International Tbk .................... Automobiles
PT Bank Central Asia Tbk .......ciiiiiiinnan.. Commercial Banks
MEXICO 1.5%
Telefonos de Mexico SAB de CV, L, ADR ......... Diversified Telecommunication Services
Telmex Internacional SAB de CV, ADR ........... Diversified Telecommunication Services

PAKISTAN 1.4%
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Faysal Bank Ltd. ...ttt eennenns Commercial Banks
MCB Bank Ltd. ...ttt ittt ittt eaeeeeennns Commercial Banks

POLAND 3.0%

(2) Grupa Lotos SA ittt ittt it ettt et 0il, Gas & Consumable Fuels
(a) Polnord SA ..ttt ittt ettt e i i e Construction & Engineering
Polski Koncern Naftowy Orlen SA ............... 0il, Gas & Consumable Fuels
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Templeton Emerging Markets Fund

STATEMENT OF INVESTMENTS, AUGUST 31, 2008 (CONTINUED)

INDUSTRY

COMMON STOCKS (CONTINUED)
RUSSIA 9.9%
Gazprom, ADR . ittt e e e e e et 0il, Gas & Consumable Fuels
LUKOTIL, ADR vttt ittt tee s et eeeeeneeaeeenennnean 0il, Gas & Consumable Fuels
LUKOIL, ADR (London Exchange) ...........ccou.. 0il, Gas & Consumable Fuels
Mining and Metallurgical Co. Norilsk Nickel ... Metals & Mining
Mobile TeleSystems, ADR ...ttt iiinnnnneens Wireless Telecommunication Services
ORO TMK, GDR ittt ittt ittt et eeeeeeeeeennaanns Energy Equipment & Services
SOUTH KOREA 6.1%
NV I w5 o ¥ Textiles, Apparel & Luxury Goods
Hyundai Development CO. ...t iiiiiiieeeeeennnn Construction & Engineering
Kangwon Land TNC. . uiit e et eeeneeeeeeennnenns Hotels, Restaurants & Leisure
Neopharm Co. Ltd. ..ttt iinie it ittt Personal Products
SK Energy Co. Ltd. ...ttt ttteeeeeneenns 0il, Gas & Consumable Fuels
SWEDEN 1.5%
Oriflame Cosmetics SA, SDR ittt ineeneennennn Personal Products
TAIWAN 2.8%
MediaTek INnC. it iiii ittt ettt eeaneeaeenns Semiconductors & Semiconductor Equipment
Taiwan Semiconductor Manufacturing Co. Ltd. ... Semiconductors & Semiconductor Equipment
THAILAND 7.3%
Amata Corp. Public Co. Ltd., fogn .............. Real Estate Management & Development
Hemaraj Land and Development Public

Co. Ltd., fOn ..ttt ittt e e e Real Estate Management & Development
Kasikornbank Public Co. Ltd., fgn ............. Commercial Banks

10
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Kiatnakin Bank Public Co. Ltd., fgn ...........
Land and Houses Public Co. Ltd., fgn ..........
PTT Exploration and Production Public

Co. Ltd., fOn ..ttt ittt e e
PTT Public Co. Ltd., fgn .......ciiiiiiennnen..
Siam Cement Public Co. Ltd., fgn ..............

TURKEY 9.2%

Akbank TAS ittt it e e e e e
Tupras-Turkiye Petrol Rafinerileri AS .........
Turkcell Iletisim Hizmetleri AS ...............

TOTAL COMMON STOCKS
(COST $198,896,256)
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Templeton Emerging Markets Fund
STATEMENT OF INVESTMENTS, AUGUST 31, 2008 (CONTINUED)

PREFERRED STOCKS 20.6%
BRAZIL 20.6%
Banco Bradesco SA, ADR, pfd. .......... ..
Companhia Vale do Rio Doce, ADR, pfd., A ......
Petroleo Brasileiro SA, ADR, pfd. .............
Unibanco - Uniao de Bancos Brasileiros SA,
GDR, P ottt ettt e e e
TOTAL PREFERRED STOCKS
(COST $22,513,060) tuvweeeeeeeeeeennnnnenns
TOTAL INVESTMENTS BEFORE SHORT TERM
INVESTMENTS (COST $ 221,409,322) ...
SHORT TERM INVESTMENTS
(COST $14,238,531) 4.1%
MONEY MARKET FUND 4.1%
UNITED STATES 4.1%
(c) Franklin Institutional Fiduciary Trust Money
Market Portfolio, 2.15% ...t

TOTAL INVESTMENTS (COST $ 235,647,853)
LSS R
OTHER ASSETS, LESS LIABILITIES 0.5% ...........

NET ASSETS 100.0% ... iii ittt iiii i

Consumer Finance
Real Estate Management & Development

0il, Gas & Consumable Fuels
0il, Gas & Consumable Fuels
Construction Materials

Commercial Banks
0il, Gas & Consumable Fuels
Wireless Telecommunication Services

INDUSTRY

Commercial Banks
Metals & Mining
0il, Gas & Consumable Fuels

Commercial Banks

11
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SELECTED PORTFOLIO ABBREVIATIONS

ADR - American Depository Receipt

GDR - Global Depository Receipt

SDR - Swedish Depository Receipt

(a) DNon-income producing for the twelve months ended August 31, 2008.

(b) Security has been deemed illiquid because it may not be able to be sold
within seven days. At August 31, 2008, the value of this security was $0.

(c) See Note 7 regarding investments in the Franklin Institutional Fiduciary
Trust Money Market Portfolio. The rate shown is the annualized seven-day

yield at period end.

The accompanying notes are an integral part of these financial statements.
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Templeton Emerging Markets Fund
FINANCIAL STATEMENTS

STATEMENT OF ASSETS AND LIABILITIES
August 31, 2008

Assets:
Investments in securities:
Cost — Unaffiliated 1SSUETS i ittt ittt ittt eeeteeeeneenenn $221,409,322
Cost - Sweep Money Fund (Note 7) ..ttt iiiinneeeeennnnenns 14,238,531
Total cost of investments ..... ..ttt teeeennennn $235,647,853
Value - Unaffiliated 1SSUETS ... ittt ittt teeeeneenns $329,580,535
Value - Sweep Money Fund (Note 7) ..ttt iineneeeeeannnn 14,238,531
Total value of investments ... ..ttt ittt teeeennennn 343,819,066
Foreign currency, at value (cost $477,955) ..., 477,955
Receivables:
Investment securities sold . ...ttt ittt ettt 365,658
1 R v o Y o ¥ = 1,388,288
@t I 5 o T i - 13,361
Total ASSEEL S ittt ittt ettt ettt ettt ettt et e 346,064,328
Liabilities:
Payables:
Investment securities purchased ....... ..., 65,163
2N e A = Y 417,398
Custodian fees ittt ittt et et e e e et e e e e 78,862
Reports to shareholders ......... ittt ennneenns 37,780
Professional fees ...ttt ittt et e e e e e e e e 47,285
Deferred LaAX ot ii ittt ittt ittt ettt ettt e e 5,237
Accrued expenses and other liabilities ............. ... 9,603

12



Edgar Filing: TEMPLETON EMERGING MARKETS FUND - Form N-CSR

Total liabilities ...ttt enennn

Net assets, at value ......c.oiiiiiininnennnnn

Net assets consist of:

Paild—in capital ...ttt i e e e e e e e e
Undistributed net investment income ..................
Net unrealized appreciation (depreciation) ...........
Accumulated net realized gain (loSS) .ot ieenenn..
Net assets, at value ......c.oiiiiiininnennnnn

Shares outstanding ... ...ttt ittt ettt
Net asset value per share ...... ..ttt ttnenneennnn

........ 661,328

........ $212,251,815
........ 4,906,482
........ 108,136,588
........ 20,108,115

The accompanying notes are an integral part of these financial statements.

14 | Annual Report

Templeton Emerging Markets Fund
FINANCIAL STATEMENTS (CONTINUED)

STATEMENT OF OPERATIONS
for the year ended August 31, 2008

Investment income:
Dividends: (net of foreign taxes of $1,064,707)

Unaffiliated 1SSUErS .. iii ittt ittt eieieeeenn
Sweep Money Fund (Note 7) ..ttt iiiiieeeeeennennns
I 0 s a0

Total investment income ..........cciiiiiieennnn.

Expenses:

Management fees (NOLEe 3a) « v vii it iineeeeeeeennneeens
Administrative fees (Note 3b) ..ttt i,
Transfer agent fees ... ...ttt tiieneenn
Custodian fees (Note 4) .. it ittt ittt eeeeeennn
Reports to shareholders ...... ...ttt eennnnn
Registration and filing fees .......iiiiiiiiiiin..
Professional feeS ...ttt it e e e e e e e e
Trustees' fees and EXPENSES .. i ittt ittt eenneneeneenn
[ i o L P

TOLAl EXPENSES vttt ittt e et e ettt aeeeeeeeeeanens
Expense reductions (Note 4) ...t iinnnnn..

Net eXPeNSES v ittt ittt it ittt ittt

Net investment income .............ccuo...

Realized and unrealized gains (losses):
Net realized gain (loss) from:

........ $ 11,993,915
........ 89,451
........ 1,391

........ 5,331,591
........ 640,798
........ 80,100
........ 371,862
........ 55,140
........ 24,663
........ 74,992
........ 39,578
........ 20,576

........ 6,639,300
........ (1,578)
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TNVESEME N S & ittt ittt et et e et ettt ettt et et e 30,240,659
Foreign currency transactions ...........iiiiiiiiiiieennnn. (300,662)
Net realized gain (1OSS) .t it ii it ettt eeeeeeeeeeannns 29,939,997

Net change in unrealized appreciation (depreciation) on:

0 VS w1110 5wl (69,314,414)
Translation of other assets and liabilities denominated in
foreign CUIrrenCiesS ..ttt ittt it et e ettt aeeeeeeeens (40, 090)
Change in deferred taxes on unrealized appreciation
(depreciation) .ottt ittt et ettt ettt ettt e 321,951

Net change in unrealized appreciation
(depreciation) ...ttt ittt et (69,032,553)

Net realized and unrealized gain (lOSS) i vi ittt it eennneenns (39,092,556)

Net increase (decrease) in net assets resulting from
[} ST ar= N il I o o =T $(33,645,521)

The accompanying notes are an integral part of these financial statements.
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Templeton Emerging Markets Fund

FINANCIAL STATEMENTS (CONTINUED)

STATEMENTS OF CHANGES IN NET ASSETS

YEAR ENDED AUGUST 31,

2008 2007
Increase (decrease) 1n net assets:
Operations:
Net investment InCOmME .. ...ttt iiiinnneeeeeeeeeeennnnaeeenns $ 5,447,035 $ 6,749,870
Net realized gain (loss) from investments and foreign
currency transactions ... ...ttt e e et 29,939,997 60,733,635
Net change in unrealized appreciation (depreciation) on
investments, translation of other assets and liabilities
denominated in foreign currencies and deferred taxes ... (69,032,553) 73,705,723
Net increase (decrease) in net assets resulting from
[0 1St e I o 1 (33,645,521) 141,189,228
Distributions to shareholders from:
Net investment 1ncCome ... ..ttt ittt ittt teeeeeeeeeeeeenenan (6,088,805) (11,407,091)
Net realized gains ittt in ittt et ettt eaeeeeeeeens (33,075,457) (82,673,975)
Total distributions to shareholders .........ciiiiiiinennenn. (39,164,262) (94,081,066)
Capital share transactions: (Note 2) ...t tiinnnneennn - 4,555,295
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Net increase (decrease) 1n net assets ............... (72,809,783)

Net assets:
Beginning Of year ittt i e e e e e e e e e e e e e 418,212,783
e Yo N B A Y s $345,403,000

Undistributed net investment income (distributions in excess of
net investment income) included in net assets:
e Yo N B Y s $ 4,906,482

51,663,457

366,549,326

The accompanying notes are an integral part of these financial statements.
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Templeton Emerging Markets Fund
NOTES TO FINANCIAL STATEMENTS
1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Templeton Emerging Markets Fund (Fund) 1is registered under the Investment
Company Act of 1940, as amended, (1940 Act) as a diversified, closed-end
investment company.

The following summarizes the Fund's significant accounting policies.
A. SECURITY VALUATION

Securities listed on a securities exchange or on the NASDAQ National Market
System are valued at the last quoted sale price or the official closing price of
the day, respectively. Over-the-counter securities and listed securities for
which there is no reported sale are valued within the range of the most recent
quoted bid and ask prices. Securities that trade in multiple markets or on
multiple exchanges are valued according to the broadest and most representative
market. Investments in open-end mutual funds are valued at the closing net asset
value.

Foreign securities are valued as of the close of trading on the foreign stock
exchange on which the security is primarily traded, or the NYSE, whichever is
earlier. 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. The value
is then converted into its U.S. dollar equivalent at the foreign exchange rate
in effect at the close of the NYSE on the day that the value of the foreign
security is determined.

The Fund has procedures to determine the fair value of individual securities and
other assets for which market prices are not readily available or which may not
be reliably priced. Methods for valuing these securities may include:
fundamental analysis, 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. Due to the inherent uncertainty of
valuations of such securities, the fair values may differ significantly from the
values that would have been used had a ready market for such investments
existed. Occasionally, events occur between the time at which trading in a
security 1is completed and the close of the NYSE that might call into question
the availability (including the reliability) of the value of a portfolio
security held by the Fund. The investment manager monitors price movements
following the close of trading in foreign stock markets through a series of
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country specific market proxies (such as baskets of American Depository
Receipts, futures contracts and exchange traded funds). These price movements
are measured against established trigger thresholds for each specific market
proxy to assist in determining if an event has occurred. If such an event
occurs, the securities may be valued using fair value procedures, which may
include the use of independent pricing services. All security valuation
procedures are approved by the Fund's Board of Trustees.
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Templeton Emerging Markets Fund

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. FOREIGN CURRENCY TRANSLATION

Portfolio securities and other assets and liabilities denominated in foreign
currencies are translated into U.S. dollars based on the exchange rate of such
currencies against U.S. dollars on the date of valuation. Purchases and sales of
securities, income and expense items denominated in foreign currencies are
translated into U.S. dollars at the exchange rate in effect on the transaction
date. Occasionally, events may impact the availability or reliability of foreign
exchange rates used to convert the U.S. dollar equivalent value. If such an
event occurs, the foreign exchange rate will be valued at fair value using
procedures established and approved by the Fund's Board of Trustees.

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

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

C. FOREIGN CURRENCY CONTRACTS

When the Fund purchases or sells foreign securities it may enter into foreign
exchange contracts to minimize foreign exchange risk from the trade date to the
settlement date of the transactions. A foreign exchange contract is an agreement
between two parties to exchange different currencies at an agreed upon exchange
rate at a future date. Realized and unrealized gains and losses on these
contracts are included in the Statement of Operations.

The risks of these contracts include movement in the values of the foreign
currencies relative to the U.S. dollar and the possible inability of the
counterparties to fulfill their obligations under the contracts, which may be in
excess of the amount reflected in the Statement of Assets and Liabilities.

D. INCOME AND DEFERRED TAXES

No provision has been made for U.S. income taxes because it is the Fund's policy
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to qualify as a regulated investment company under the Internal Revenue Code and
to distribute to shareholders substantially all of its taxable income and net
realized gains.

The Fund has reviewed the tax positions, taken on federal income tax returns,
for each of the three open tax years and as of August 31, 2008, and has
determined that no provision for income tax is required in the Fund's financial
statements.
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Templeton Emerging Markets Fund

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. INCOME AND DEFERRED TAXES (CONTINUED)

Foreign securities held by the Fund may be subject to foreign taxation on
dividend and interest income received. Foreign taxes, if any, are recorded based
on the tax regulations and rates that exist in the foreign markets in which the
Fund invest.

The Fund may be subject to a tax imposed on net realized gains on securities of
certain foreign countries. The Fund records an estimated deferred tax liability
for net unrealized gains on these securities in an amount that would be payable
if the securities were disposed of on the valuation date.

E. SECURITY TRANSACTIONS, INVESTMENT INCOME, EXPENSES AND DISTRIBUTIONS

Security transactions are accounted for on trade date. Realized gains and losses
on security transactions are determined on a specific identification basis.
Interest income and estimated expenses are accrued daily. Dividend income is
recorded on the ex-dividend date except that certain dividends from foreign
securities are recognized as soon as the Fund is notified of the ex-dividend
date. Distributions to shareholders are recorded on the ex-dividend date and are
determined according to income tax regulations (tax basis). Distributable
earnings determined on a tax basis may differ from earnings recorded in
accordance with accounting principles generally accepted in the United States of
America. These differences may be permanent or temporary. Permanent differences
are reclassified among capital accounts to reflect their tax character. These
reclassifications have no impact on net assets or the results of operations.
Temporary differences are not reclassified, as they may reverse in subsequent
periods.

F. ACCOUNTING ESTIMATES

The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the amounts of income
and expenses during the reporting period. Actual results could differ from those
estimates.

G. GUARANTEES AND INDEMNIFICATIONS

Under the Fund's organizational documents, its officers and trustees are
indemnified by the Fund against certain liabilities arising out of the
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performance of their duties to the Fund. Additionally, in the normal course of
business, the Fund enters into contracts with service providers that contain
general indemnification clauses. The Fund's maximum exposure under these
arrangements 1is unknown as this would involve future claims that may be made
against the Fund that have not yet occurred. Currently, the Fund expects the
risk of loss to be remote.
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Templeton Emerging Markets Fund
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
2. SHARES OF BENEFICIAL INTEREST

At August 31, 2008, there were an unlimited number of shares authorized (without
par value). During the year ended August 31, 2008 there were no shares issued;
all reinvested distributions were satisfied with previously issued shares
purchased in the open market. During the year ended August 31, 2007, 243,729
shares were issued for $4,555,295 from reinvested distributions.

The Fund's Board of Trustees previously authorized an open-market share
repurchase program pursuant to which the Fund may purchase, from time to time,
Fund shares in open-market transactions, at the discretion of management. This
authorization remains in effect. During the years ended August 31, 2008 and
August 31, 2007, there were no shares repurchased.

3. TRANSACTIONS WITH AFFILIATES

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

SUBSIDIARY AFFILIATION
Templeton Asset Management Ltd. (TAML) Investment manager
Franklin Templeton Services, LLC (FT Services) Administrative manager

A. MANAGEMENT FEES

The Fund pay an investment management fee to TAML based on the average daily net
assets of the Fund as follows:

ANNUALIZED FEE RATE NET ASSETS
1.250% Up to and including $1 billion
1.200% Over $1 billion, up to and including $5 billion
1.150% Over $5 billion, up to and including $10 billion
1.100% Over $10 billion, up to and including $15 billion
1.050% Over $15 billion, up to and including $20 billion
1.000% In excess of $20 billion
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B. ADMINISTRATIVE FEES
The Fund pays an administrative fee to FT Services of 0.15% per year of the

average daily net assets of the Fund.

20 | Annual Report

Templeton Emerging Markets Fund
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
4. EXPENSE OFFSET ARRANGEMENT

The Fund has entered into an arrangement with its custodian whereby credits
realized as a result of uninvested cash balances are used to reduce a portion of
the Fund's custodian expenses. During the year ended August 31, 2008, the
custodian fees were reduced as noted in the Statement of Operations.

5. INCOME TAXES

For tax purposes, realized currency losses, occurring subsequent to October 31,
may be deferred and treated as occurring on the first day of the following
fiscal year. At August 31, 2008, the Fund deferred realized currency losses of
$297,000.

The tax character of distributions paid during the years ended August 31, 2008
and 2007, was as follows:

2008 2007
Distributions paid from:
Ordinary income ......... $12,549,914 $20,614,355
Long term capital gain .. 26,614,348 73,466,711

At August 31, 2008, the cost of investments, net unrealized appreciation
(depreciation), undistributed ordinary income and undistributed long term
capital gains for income tax purposes were as follows:

Cost of investments . ...t itnneeeeennnnnn $235,829,155
Unrealized appreciation ...........oiiieenn.. $128,614,849
Unrealized depreciation ...........ciiiiunnn.. (20,624,938)
Net unrealized appreciation (depreciation) .. $107,989,911
Undistributed ordinary income ............... $ 4,916,890
Undistributed long term capital gains ....... 20,576,007
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Distributable earnings .........c.coiiiiieennn.. $ 25,492,897

Net investment income differs for financial statement and tax purposes primarily
due to differing treatment of foreign currency transactions and passive foreign
investment company shares.

Net realized gains (losses) differ for financial statement and tax purposes
primarily due to differing treatment of wash sales, foreign currency
transactions and passive foreign investment company shares.
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Templeton Emerging Markets Fund
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
6. INVESTMENT TRANSACTIONS

Purchases and sales of investments (excluding short term securities) for the
year ended August 31, 2008, aggregated $41,635,967 and $89,937,247,
respectively.

7. INVESTMENTS IN FRANKLIN INSTITUTIONAL FIDUCIARY TRUST MONEY MARKET PORTFOLIO

The Fund may invest in the Franklin Institutional Fiduciary Trust Money Market
Portfolio (Sweep Money Fund), an open-end investment company managed by Franklin
Advisers, Inc. (an affiliate of the investment manager). Management fees paid by
the Fund are reduced on assets invested in the Sweep Money Fund, in an amount
not to exceed the management and administrative fees paid by the Sweep Money
Fund.

8. CONCENTRATION OF RISK

Investing in foreign securities may include certain risks and considerations not
typically associated with investing in U.S. securities, such as fluctuating
currency values and changing local and regional economic, political and social
conditions, which may result in greater market volatility. In addition, certain
foreign securities may not be as liquid as U.S. securities.

9. NEW ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting Standards Board (FASB) issued FASB
Statement No. 157, "Fair Value Measurement" (SFAS 157), which defines fair
value, establishes a framework for measuring fair value, and expands disclosures
about fair value measurements. SFAS 157 is effective for fiscal years beginning
after November 15, 2007, and interim periods within those fiscal years. The Fund
believes the adoption of SFAS 157 will have no material impact on its financial
statements.

In March 2008, FASB issued FASB Statement No. 161, "Disclosures about Derivative
Instruments and Hedging Activities, an amendment of FASB Statement No. 133"
(SFAS 161), which expands disclosures about derivative investments and hedging
activities. SFAS 161 is effective for fiscal years and interim periods beginning
after November 15, 2008. The Fund is currently evaluating the impact, if any, of
applying the various provisions of SFAS 161.
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Templeton Emerging Markets Fund
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
TO THE BOARD OF TRUSTEES AND SHAREHOLDERS OF TEMPLETON EMERGING MARKETS FUND

In our opinion, the accompanying statement of assets and liabilities, including
the statement of investments, and the related statements of operations and of
changes in net assets and the financial highlights present fairly, in all
material respects, the financial position of Templeton Emerging Markets Fund
(the "Fund") at August 31, 2008, the results of its operations for the year then
ended, the changes in its net assets for each of the two years in the period
then ended and the financial highlights for each of the five years in the period
then ended, in conformity with accounting principles generally accepted in the
United States of America. These financial statements and financial highlights
(hereafter referred to as "financial statements") are the responsibility of the
Fund's management. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these
financial statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation.
We believe that our audits, which included confirmation of securities at August
31, 2008 by correspondence with the custodian and brokers, provide a reasonable
basis for our opinion.

PricewaterhouseCoopers LLP

San Francisco, California
October 21, 2008
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Templeton Emerging Markets Fund
TAX DESIGNATION (UNAUDITED)

Under Section 852 (b) (3) (C) of the Internal Revenue Code (Code), the Fund
designates the maximum amount allowable but no less than $21,524,783 as a long
term capital gain dividend for the fiscal year ended August 31, 2008.

Under Section 871 (k) (2) (C) of the Code, the Fund designates the maximum amount
allowable but no less than $24,833 as a short term capital gain dividend for
purposes of the tax imposed under Section 871 (a) (1) (A) of the Code for the
fiscal year ended August 31, 2008.

Under Section 854 (b) (2) of the Code, the Fund designates the maximum amount
allowable but no less than $9,136,739 as qualified dividends for purposes of the
maximum rate under Section 1(h) (11) of the Code for the fiscal year ended August
31, 2008. Distributions, including qualified dividend income, paid during
calendar year 2008 will be reported to shareholders on Form 1099-DIV in January
2009. Shareholders are advised to check with their tax advisors for information
on the treatment of these amounts on their individual income tax returns.

21



Edgar Filing: TEMPLETON EMERGING MARKETS FUND - Form N-CSR

Under Section 871 (k) (1) (C) of the Code, the Fund designates the maximum amount
allowable but no less than $49,297 as interest related dividends for purposes of
the tax imposed under Section 871 (a) (1) (A) of the Code for the fiscal year ended
August 31, 2008.

At August 31, 2008, more than 50% of the Fund's total assets were invested in
securities of foreign issuers. In most instances, foreign taxes were withheld
from income paid to the Fund on these investments. The Fund elects to treat
foreign taxes paid as allowed under Section 853 of the Code. This election will
allow shareholders of record as of the December 2008 distribution date, to treat
their proportionate share of foreign taxes paid by the Fund as having been paid
directly by them. The shareholder shall consider these amounts as foreign taxes
paid in the tax year in which they receive the Fund distribution.

In addition, in January 2009, shareholders will receive Form 1099-DIV which will

include their share of taxes withheld and foreign source income distributed
during the calendar year 2008.
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Templeton Emerging Markets Fund
ANNUAL MEETING OF SHAREHOLDERS, FEBRUARY 22, 2008

The Annual Meeting of Shareho