EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

30

31 12 31

(Templeton Dragon Fund, Inc.)

(Matthew T. Hinkle,
Chief Executive Officer Finance and Administration)

33301
300

(300 SE an Street, Fort Lauderdale, FL 33301, U.S.A.)

21093-2264
2405 201

c/o The Corporation Trust Incorporated,2405 York Road, Suite 201,
Lutherville Timonium, Maryland 21093-2264

10

10

03 (6271) 9900

26 198

106.87 2020 30

1/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

@

12 31
2015 2016 2017 2018 2019
52,160,903 16,137,312 256,119,593 105,546,733 175,226,317
( 5.574,436) (1,724,595) (27,371,501) ( 11,279,779) (18,726,436)
64,645,283 6,955,623 245,646,472 116,325,149 165,504,813
( 6,908,641) (743,347) (26,252,238) ( 12,431,669) (17,687,499)
64,645,283 6,955,623 245,646,472 116,325,149 165,504,813
( 6,908,641) (743,347) (26,252,238) ( 12,431,669) (17,687,499)
713,771,874 654,804,783 837,967,077 643,787,591 737,427,468
(76,280,800) (69,978,987) (89,553,542) (68,801,580) (78,808,874)
34,802,916 34,367,760 34,158,226 33,865,484 33,804,143
713,771,874 654,804,783 837,967,077 643,787,591 737,427,468
(76,280,800) (69,978,987) (89,553,542) (68,801,580) (78,808,874)
715,472,230 655,740,596 839,740,872 644,663,543 738,623,077
(76,462,517) (70,078,997) (89,743,107) (68,895,193) (78,936,648)
20.51 19.05 24.53 19.01 21.81
(2,192) (2,036) (2,622) (2,032) (2,331)
1.86 0.21 7.17 3.44 4.89
( 199) @2 (766) (368) (523)
4.01 1.70 1.71 2.11 2.09
(429) (182) (183) (225) (223)
139,641,144 58,560,728 58,548,519 71,571,314 70,711,506
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@
2020
629,766,972 86.4 87.3
29,321,572 4.0 4.1
48,509,876 6.7 6.7
707,598,420 97.1 98.0
17,234,384 2.4 2.4
724,832,804 99.5 100.4
4,001,306 0.5 0.6
728,834,110 100.0 101.0
(7,048,337) (1.0) (1.0)
721,785,773 99.0 100.0
(77,137 )
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@
2020 30
)
1 [Tencent Holdings Ltd. 1,465,200 24,326,720 16.60 77,025,237 52.57 10.6 10.7
2 [Alibaba Group Holding Ltd., ADR 357,078 38,025,184 106.49 72,368,998 202.67 9.9 10.0
3 |Taiwan Semiconductor Manufacturing Co. Ltd. 4,725,537 7,239,199 1.53 47,584,660 10.07 6.5 6.6
4 |ANTA Sports Products Ltd. 3,092,000 2,006,970 0.65 26,331,760 8.52 3.6 3.6
New Oriental Education & Technology Group,
5 174,693 19,896,988 113.90 22,301,308 127.66 3.1 3.1
Inc., ADR
6 |Wuxi Biologics Cayman, Inc. 1,277,000 14,528,449 11.38 19,878,449 15.57 2.7 2.8
7 |AIA Group Ltd. 1,963,234 7,318,329 3.73 18,018,225 9.18 2.5 2.5
g |JD.com, Inc., ADR 412,037 16,823,519 40.83 17,758,795 43.10 2.4 2.5
Institutional Fiduciary Trust - Money Market
9 B 17,234,384 17,234,863 1.00 17,234,384 1.00 2.4 2.4
Portfolio
10 |A-Living Services Co. Ltd., Class H 2,861,500 9,450,355 3.30 15,818,175 5.53 2.2 2.2
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11 |China Merchants Bank Co. Ltd., Class H 3,264,500 | 16,340,246 5.01 15,448,734 4.73 2.1 2.1
12 |GSX Techedu, Inc., ADR 335,950 | 12,844,328 38.23 13,290,182 39.56 1.8 1.8
13 |Baozun, Inc., ADR 377,058 16,972,230 45.01 12,005,527 31.84 1.6 1.7
14 | Innovent Biologics, Inc. 2,356,900 9,853,143 4.18 11,607,300 4.92 1.6 1.6
15 |GDS Holdings Ltd., ADR IT 197,446 11,528,954 58.39 11,317,605 57.32 1.6 1.6
16 |Anhui Conch Cement Co. Ltd., Class H 1,387,500 8,649,968 6.23 10,941,036 7.89 1.5 1.5
17 |CSPC Pharmaceutical Group Ltd. 5,028,000 | 10,084,975 2.01 9,954,085 1.98 1.4 1.4
18 |Meituan Dianping, Class B 727,800 9,929,145 13.64 9,744,641 13.39 1.3 1.4
Beijing Oriental Yuhong Waterproof
19 1,768,600 5,350,230 3.03 9,532,324 5.39 1.3 1.3
Technology Co. Ltd., Class A *
20 [China Life Insurance Co. Ltd., Class H 4,398,000 | 11,294,348 2.57 9,379,672 2.13 1.3 1.3
21 [China Resources Land Ltd. 2,250,000 9,564,050 4.25 9,297,524 4.13 1.3 1.3
22 [Shimao Property Holdings Ltd. 2,228,400 8,308,518 3.73 9,058,229 4.06 1.2 1.3
23 [Nine Dragons Paper Holdings Ltd. 8,979,001 4,963,124 0.55 8,590,472 0.96 1.2 1.2
24 |Baidu, Inc., ADR 83,779 13,952,093 | 166.53 8,455,814 | 100.93 1.2 1.2
25 |Vipshop Holdings Ltd., ADR 524,166 8,344,014 15.92 8,349,964 15.93 1.1 1.2
26 |Weichai Power Co. Ltd., Class H 4,574,940 9,025,994 1.97 8,038,261 1.76 1.1 1.1
27 |China Overseas Land & Investment Ltd. 2,170,000 7,105,764 3.27 8,015,915 3.69 1.1 1.1

34/141



EDINETOOOO

O000oO00oo00oo00oDOogdoo(eossis)
ooooodooonoooOonn

28 [Midea Group Co. Ltd., Class A * 1,067,516 7,994,573 7.49 7,987,908 7.48 1.1 1.1
29 [China Merchants Bank Co. Ltd., Class A * 1,536,346 3,240,231 2.11 7,555,641 4.92 1.0 1.0
30 |Yum China Holdings, Inc. 155,335 | 6,783,972 | 43.67 | 7,527,534 | 48.46 1.0 1.0
* 2020

171,106,695 23.7
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®
2020
( ) C D ( ) C ) ( )| )
2017 12 31 839,740,872 89,743,107 837,967,077 89,553,542 24.53 | 2,622
2018 12 31 644,663,543 68,895,193 643,787,591 68,801,580 19.01 | 2,032
2019 12 31 738,623,077 78,936,648 737,427,468 78,808,874 21.81 | 2,331
2019 689,887,028 73,728,227 688,851,314 73,617,540 20.37 | 2,177
734,343,459 78,479,285 733,467,582 78,385,680 21.70 | 2,319
746,136,686 79,739,628 744,756,415 79,592,118 22.03 | 2,354
724,016,665 77,375,661 723,168,535 77,285,021 21.39 | 2,286
701,168,007 74,933,825 679,499,723 72,618,135 20.10 | 2,148
10 713,689,087 76,271,953 710,633,773 75,945,431 21.02 | 2,246
11 717,233,586 76,650,753 714,942,055 76,405,857 21.15 | 2,260
12 738,623,077 78,936,648 737,427,468 78,808,874 21.81 | 2,331
2020 710,754,318 75,958,314 708,066,731 75,671,002 20.95 | 2,239
731,396,028 78,164,294 728,485,788 77,853,276 21.55 | 2,303
668,772,585 71,471,726 666,615,315 71,241,179 19.72 | 2,107
728,834,110 77,890,501 721,785,773 77,137,246 21.35 | 2,282
2017 12 31  21.51 2,299
2018 12 31  17.00 1,817
2019 12 31  19.45 2,079
2017 46,756,666 | 11,791,853 58,548,519 1.71
2017 12 31 (4,996,885) | (1,260,195) (6,257,080) (183)
2018 71,571,314 2.11
2018 12 31 (7,648,826) (225)
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2019 70,711,506 2.09

2019 12 31 (7,556,939) (223)

()
2017 2017 12 31 37.74
2018 2018 12 31 13.90
2019 2019 12 31 25.72

* 100
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2019 30
60 SEC (sec. gov)
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TDF

franklintempleton.com
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Templeton Dragon Fund, Inc., 100 Fountain Parkway, P.0. Box 33030, St. Petersburg, FL,

33733-8030
)

90

10

@

57/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

®

10

Q)

58/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

@
135.70 14,502 2019 12 31
@
17
170
600
30 70
2019 12 31 6,980
46
2019 12 31 21,239,420,000
3 4
2019
(FTEME)
25 2019 2019

2020 28

59/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

1940 SEC
1940

1940
1987

60/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

61/141



Q)

@iv)

62/141

)

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

63/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

64/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

1940

65/141



EDINETOOOO
0000000000 0DO000D0O000OO(ES813)
OOoooooooooooOooao

®
2020
038987
174,258,218 100
No.38-03
©)
2020
(Manraj Singh 80
Sekhon)
2018
1994
(
) 2003
CFA
(ASIP)
(CEFA)
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2010
(John Goh) 2017
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MAS
TAMIL
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CFA
(Tom W.K. Wu)
1987
1986
1997
(Sean Chee Hong
Chong)
2013
®)
2020
2020
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( )
( )
1991 10 16 1,201.7 17.91
1994 20 721.8 21.35
2006 10 396.2 9.80
1996 240.7 8.72
1987 26 232.9 14.17
@

(Franklin Templeton Services, LLC)

291.99 312 2019 12 31

(JPMorgan Chase Bank)

31,098 3,234 26,993
4,105 2019 12 31

(American Stock Transfer & Trust Company, LLC)

501,829,261 53,630 2019 12 31
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(1) 2019 12 31

2019 12 31
424,636,724 45,380,927
c 21,610,576 2,309,522
713,055,535 76,204,245
c 21,610,576 2,309,522
90,535 9,675
2,965,427 2,975,456 317,987
347,018 37,086
543,957 58,133
738,623,077 78,936,648
206,761 22,097
751,595 80,323
127,264 13,601
72,875 7,788
37,114 3,966
1,195,609 127,775
737,427,468 78,808,874
361,443,666 38,627,485
375,983,802 40,181,389
737,427,468 78,808,874
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33,804,143

21.81 2,331
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15,616,305 1,668,915
355,050 37,944
24,700 2,640
15,996,055 1,709,498
8,989,136 960,669
76,291 8,153
264,444 28,261
40,989 4,380
37,498 4,007
159,552 17,051
114,850 12,274
38,744 4,141
9,721,504 1,038,937
(68,751) (7,347)
9,652,758 1,031,590
6,343,302 677,909
105,357,719 11,259,579
(174,438) (18,642)
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(

(

)

)

(

(
)

)

105,183,281 11,240,937
53,965,864 5,767,332

() 12,366 1,322
53,978,230 5,768,653

159,161,511 17,009,591

165,504,813 17,687,499
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2019 12 31 2018 12 31
6,343,302 677,909 10,814,150 1,155,708
105,183,281 11,240,937 54,067,267 5,778,169
53,978,230 5,768,653 (181,206,566)  (19,365,546)
165,504,813 17,687,499 (116,325,149)  (12,431,669)
(70,711,506) (7,556,939) (71,571,314) (7,648,826)
(1,153,430) (123,267) (6,283,023) (671,467)
93,639,877 10,007,294 (194,179,486)  (20,751,962)
643,787,591 68,801,580 837,967,077 89,553,542
737,427,468 78,808,874 643,787,591 68,801,580
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( )
12 31
2019 2018 2017 2016 2015
19.01 2453 19.05 20.51 26.35
0.19 032" 0.19 0.27 0.30
4.70 (3.76) 6.98 (0.06) (2.16)
4.89 (3.44) 7.17 0.21 (1.86)
0.30 (0.21) (0.34) (0.29) (0.49)
1.79 (1.90) (1.37) (1.41) (3.52)
2.09 (2.11) (1.71) (1.70) (4.01)
c 0.03 0.02 0.03 0.03
21.81 19.01 24.53 19.05 20.51
19.45 17.00 21.51 16.38 17.81
27.55 (11.87) 42.06 1.03 (8.63)
1.35 1.33 1.36 1.35 1.36
1.34 1.33 © 135 F 1.35 ©F 1.36 ©
0.88 1.34 P 0.84 1.35 1.15
737,427 643,788 837,967 654,805 713,772
36.70 14.06 50.93 46.85 9 71.98 ¢
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0.07
1.05

0.01 /

0.01

0.01
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1940
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NYSE

Ve

NASDAQ

(0TC)
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0TC

Opportunities Fund, Ltd.
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VC

Templeton China



TIC

2019 12 31
26.9

50
U.S. GAAP
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2019 12 31

198,073,005

QFII
Templeton Investment Counsel, LLC

U.S.GAAP
2019 12 31
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f.
U.S. GAAP
g.
2.
2019 12 31 100,000,000 0.01 2019 12 31
2018 12 31
9,335,184

2019 12 31 2018 12 31

61,341 1,153,430 292,742 6,283,023

10.42 13.89
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Franklin Resources, Inc.

Franklin Templeton
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Templeton Asset Management Ltd. TAML

Templeton Investment Counsel, LLC TIC
Franklin Templeton Services, LLC FT
a.
TAML
1.250 10
1.200 10 50
1.150 50 100
1.100 100 150
1.050 150 200
1.000 200
TAML TIC QFII
TAML
b.
TAML FT
TAML
C.
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2019 12 31

Institutional
Fiduciary Trust
Money Market

Portfolio, 1.26% 539,399 179,330,766 (158,259,589) 21,610,576 21,610,576 355,050
4.
2019 12 31
5.
2019 12 31 2018 12 31
2019 2018
10,212,232 7,582,482
60,499,274 63,988,832
70,711,506 71,571,314
2019 12 31 ()
446,294,276
305,415,998
(17,044,163)
) 288,371,835
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87,112,099

341,553,173

QFII
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2019 12 31
1 2 3
a
..................... $712,800,770 $— $— $712,800,770
.............................. — 254,765 — 254,765
.............................. 21,610,576 — — 21,610,576
$734,411,346 $254,765 $— $734,666,111
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2019 12 31
96.7
0.8

%P oF Holding Co. Ltd., 1,134,000 6,056,620

1.6
Dongfeng Motor Group Co. Ltd., 5,738,000 5,397,577
Jiangling Motors Corp. Ltd., 2,811,758 2,168,637
b SAIC Motor Corp. Ltd., 1,295,900 4,438,651
12,004,865

10.2
b China Construction Bank Corp., 4,493,500 4,665,672
China Construction Bank Corp., 29,282,272 25,290,311
b china Merchants Bank Co. Ltd., 1,780,446 9,608,967
China Merchants Bank Co. Ltd., 1,816,000 9,333,676
b Industrial and Commercial Bank of China Ltd., 11,575,618 9,774,907
Industrial and Commercial Bank of China Ltd., 21,737,155 16,737,411
75,410,944

1.3
b kweichow Moutai Co. Ltd., 55,419 9,415,309

0.9

% BeiGene Ltd. 314,800 4,039,885
P jinyu Bio-Technology Co. Ltd., 934,300 2,511,790
6,551,675

1.5
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a,b Shenzhen Capchem Technology Co. Ltd., 1,233,410 6,437,000
a.b Shenzhen Senior Technology Material Co. Ltd., 1,023,240 4,439,350
10,876,350
1.0

A-Living Services Co. Ltd., 2,182,500 7,534,265

0.8
a,b Shenzhen Sunway Communication Co. Ltd., 855,500 3,575,305

2.4
Anhui Conch Cement Co. Ltd., 1,387,500 10,113,831
b Beijing Oriental Yuhong Waterproof Technology Co. Ltd., 2,049,900 7,745,414
17,859,245

0.6
a,b Shenzhen YUTO Packaging Technology Co. Ltd., 1,083,600 4,131,661
2.4

% New Oriental Education & Technology Group Inc., ADR 144,203 17,484,614

2.0
a,b Hongfa Technology Co. Ltd., 1,276,935 6,317,556
a.b Sunwoda Electronic Co. Ltd., 3,044,200 8,533,833
14,851,389

4.3

Flytech Technology Co. Ltd. 405,000 974,892
Hangzhou Hikvision Digital Technology Co. Ltd., 1,169,500 5,498,827
b Luxshare Precision Industry Co. Ltd., , 1,477,460 7,744,613
a.b Shenzhen Kinwong Electronic Co. Ltd., 695,660 4,377,846
a,b Wuhan Raycus Fiber Laser Technologies Co. Ltd. 191,500 3,239,703
a.b WUS Printed Circuit Kunshan Co. Ltd., 833,400 2,658,234
b Zhejiang Jiemei Electronic & Technology Co. Ltd., 1,448,550 7,199,896
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0.0 T

Poly Culture Group Corp. Ltd.,

1.7
Beijing Jingkelong Co. Ltd.,

Dairy Farm International Holdings Ltd.

%P | aobaixing Pharmacy Chain JSC,

2.7

Inner Mongolia Yili Industrial Group Co. Ltd.,

Uni-President China Holdings Ltd.

0.5
a,b Autobio Diagnostics Co. Ltd.,

a,b Shanghai Kinetic Medical Co. Ltd.,

1.2

a,b Meinian Onehealth Healthcare Holdings Co. Ltd.

Sinopharm Group Co. Ltd.,

2.4

b HChina International Travel Service Corp. Ltd.,

a,b Songcheng Performance Development Co. Ltd.,

Yum China Holdings Inc.

1.7
b Gree Electric Appliances Inc. of Zhuhai,

b Midea Group Co. Ltd.,

0.5
CK Hutchison Holdings Ltd.
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345,900 237,042
3,959,929 686,050
1,504,078 8,588,285

388,700 3,577,076

12,851,411
1,096,700 4,873,032

14,370,000 15,084,969

19,958,001

140,400 1,943,324
1,086,600 2,114,463
4,057,787

2,454,539 5,248,749
898,000 3,278,634
8,527,383

199,400 2,547,195
1,081,200 4,799,502

210,110 10,087,381
17,434,078

219,076 2,063,276

1,237,116 10,348,979
12,412,255

366,000 3,489,830
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7.1
AlA Group Ltd. 2,767,580 29,052,789
China Life Insurance Co. Ltd., 4,398,000 12,219,332
b Ping An Insurance (Group) Co. of China Ltd., 902,350 11,074,625
52,346,746

10.6
% Baidu Inc., ADR 59,985 7,582,104
Tencent Holdings Ltd. 1,465,200 70,624,735
78,206,839
12.1
% Alibaba Group Holding Ltd., ADR 340,010 72,116,121
% Baozun Inc., ADR 377,058 12,488,161
2 Trip.com International Ltd., ADR 145,300 4,873,362
89,477,644
IT 0.5
TravelSky Technology Ltd., 1,486,059 3,627,278
2.0

% Wuxi Biologics Cayman Inc. 1,178,000 14,913,402

0.5
Shenzhen Inovance Technology Co. Ltd., 879,000 3,867,842

1.3
CNOOC Ltd. 4,628,800 7,698,529
COSCO SHIPPING Energy Transportation Co. Ltd., 4,680,000 2,210,182
9,908,711
1.3

Nine Dragons Paper Holdings Ltd. 9,453,301 9,826,590

3.1
CSPC Pharmaceutical Group Ltd. 5,028,000 11,988,789
Jiangsu Hengrui Medicine Co. Ltd., 877,443 11,028,523

23,017,312
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4.2
b - - -

China Merchants Shekou Industrial Zone Holdings Co. Ltd., 695,858 1,985,682
China Overseas Land & Investment Ltd. 2,170,000 8,451,869
China Resources Land Ltd. 1,892,000 9,420,787
b Poly Developments and Holdings Group Co. Ltd., 3,032,900 7,047,381
Shimao Property Holdings Ltd. 963,500 3,734,160

30,639,879
6.9
Taiwan Semiconductor Manufacturing Co. Ltd. 4,581,136 50,695,597
0.3
Beijing Thunisoft Corp. Ltd., 537,300 1,959,935
0.2
Luk Fook Holdings (International) Ltd. 394,000 1,135,133
4.6
Anta Sports Products Ltd. 3,790,000 33,924,836
0.5
COSCO Shipping Ports Ltd. 4,095,953 3,353,590
1.0
China Mobile Ltd. 890,500 7,485,306
424,424,685 712,800,770
T
( 212,039 ) 0.0
0.0 T
b or Holding Co. Ltd., cvt., 0.20%, 11/18/25 1,489,800 CNY254,765
( 424,636,724 ) 713,055,535

( 21,610,576 ) 2.9
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2.9
c.d Institutional Fiduciary Trust Money Market Portfolio, 1.26% 21,610,576 21,610,576
446,247,300 99.6 734,666,111
0.4 2,761,357
100.0 737,427,468

CNY: ADR:

©
©
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TEMPLETON DRAGON FUND, INC.
COMNSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Assets and Liabilities
December 31, 2019

Aszsats:

Investmants in securities:

Cost - Unaffiliatad ismuers . .. .. .. e e $424 536,724
Cost - Non-controlled affiliates (Mote 3c) .. .. ... e 21,610,578

Walue - Unaffiliated ismuers . . .. .. e $713,065,535

Walue - Moncontrolled affiliates (Mote 3c) . . . .. e 21,810,578

Formeign curmency, at value (cost B2, 085 42T ). . . . .. e 2,975 458

Receivables:

Dividends and iMBIEEL . . . . . . e e e 543 957
Tobal BEEEE . . . L L e e e e e e 738,623,077

Liabilities:

Payables:

Imvestrnent securiies purchased . . . ... L. L e 206,781

Managament FBea . . . L e e e e 751,508

L T 127,284

Profeasiomal foma. .. . . . e e e 72,875

Accrued expenses and other liabiliies . . . .. .. .. .. e a4

Total Tabilifies . . .. .. o e e 1,195,808
Metassabs, atwalue. .. .. .. e $737 427 6B

Met assets consist of
Total distributable eamings (lossa). . .. . .. ... e 375,883,802
Metassabs, atwalue. .. .. .. e $737 427 468

Shares outstanding . . . .. .. .. e e 33,804,143
Nat assat value parshare. . . . . .. e 21.81

i Annual Report | The accompanying notes are an integral part of thess consolidated financial statements. frankinternpleton.com
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TEMPLETOMN DRAGOMN FUND, INC.
CONSOLIDATED FINAMCIAL STATEMENTS

Consolidated Statement of Operations
for the year ended Decambear 31, 2019

Imsestrnant incomme:

Dividends: (netof foreign tawes)*

Unaffiliated issuars . ... .. - i [ = = e
Nmmuﬂladafﬁlmtea:fda’ek] 355,060
Interast (net of foreign taxes)~

Total iImeestment INGOIMIB . . .. . e e e e 15,096,065
Expenses:
Managementfaas (Mobe 38) . .. . .. e B.980,136
Tranefer et B s . . . . . e e e 76,201
Reportato shameholders . . .. .. .. e e 40,980
Registrationand filing faae . . .. .. .. e 37,498
Professional fees. . 150,552
Dlracbrnfa-maanqu}maaa 114,850

Eq:-amanmmadfpaldb‘yaﬂlaﬁnmnnﬂc]..................................................... (68,751)
MNst expanses . 8,662,753
Net imeatment iMGOMIB . . . 6,343,302

Realized and unrealized gains (losses):

Met realized gain (loss) from:

Imestrnents:

Unaffiliated ismuera. . .. .. . e s 105,357,718

anlgncunamytﬂnaac’mm {174,438)
Net realizad gain (koss) . 105,183,281

Met change in unrealized appreciation tdapm-claum] on:

Imvestrmants:

Unaffiliated issuers. 53,065,864
Trsnaht-:-n-:rfaﬂ'ﬂ'aaau:nﬂnd Ilabllrhaa

denorninated in foreign cumencies . . 12,368

Natcl'ﬂrgalnunraalmdappt‘acﬂuon[dapracmon: 53,878,230
Na-trealmadandunraa]ma-dgam:lnm:l.............................................................. 158,181,511
Metincrease (decrease) in net assets resuling fromoperatiors . .. .. ... ... L L L . ... ¥1685504813

*Foreign taxes withheld ondiadends . . .. ... . L e A TIT R
Foreign taxes withheld oninterest . . .. ... L & 2,408

frankintampleton.com The accompanying notes are an integral part of these corsolidated financial staterments. | Annual Repart 18
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statements of Changes in Net Assets
for the year ended Decambear 31, 2019

Increassa (decreass) in net assats:
Operations:
Netrealized gain (loss) .. .. .. ... L e
Net change in unrealized appreciation (depreciation). . . .. ... ... ... L .
Met increase (decreassa) in net assets resulting from operations . .. .. .. ... ... L L L.
Distributions to shareholdars . . .. .. ... oL

Capital share transactions from - repurchase of shaes (Note 2) . .. .. .. ... ... ..

Met increass (decrease) innetassets . . .. .. ... ... L L L
Net assets:

Annual Report | The accompanying notes are an integral part of thess consolidated financial statements.
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Yaar Ended December 31,
219 2018

§ 8343302 % 10814150
108,183,331 54,067, 287
53,978,230 (181,206, 566)

185,504,813 (116,325148)
{70,711, 508) {71,571,314)
{1,153,430) {6, 283,023)
03,630,877 (184,170,4886)

643,787,801 837 oa7 07T
737 427 468 F 643, 7a7, 501

frankinternpleton.com



Consolidated Financial Highlights

Per share operating performance
(far & share cutstanding throughout the year)

Met assst value, beginningef year . . .. ... .. oL oL

Incorne from investment operations:
Metinvestrnent incomea. ... ..

Met realized and unrealized gaire (losses) . .. ... .. ... ... ... .. ...

Total from imvestrment operations . . . .. ... .. L L L.

Less distributions from:

Metimmestmentincome . ... .. .. ... L
Metrealized gains. .. .. ... ... ... . ... .. ...

Total distributions. .. .. .. .. e

Repuchaseofshares. . .. ... ... .. ... ... . ... ... .. ...,

Metassetwalue, endofyear . ... .. ... . . ... L

Marketvalue, end ofyear®. .. ... .. ... ... ... ...

Tatal retum (based on market value pershars) . ... ... ... ... ...

Ratios to average net assets

Expenses before waiver and payments by affiliates . .. .. ... ... .. ..
Expenses net of waiver and payments byaffiliates. . .. .. ..............

Supplemental data

Metassets, endofyear (000'=) .. .. .. ... .. ... ... ... ... ...,
Portfoliotumoverrabe . . .. ...

*H3sed an average daily shares outstanding.
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TEMPLETOMN DRAGOMN FUND, INC.

Year Ended December 31,
2019 2018 2017 2016 2015

$19.1 $34.53 $10.05 £20.51 $26.35

0.19 032 018 027 0.30
4.70 (378 .08 10.08) {2.18)
4.89 {3.44) 7.7 0.21 {1.86)

{0.30) {0.21) LETH (0.20) {0.40)
{1.79) 1.20) {1.37) (1.41) [3.52)
(2.09) 211) (1.71) {170 [4.01)
— 0.03 0.02 0.03 0.0%
$2181  $1001  §2483  $1005  £2051

$10.45 $17.00 £21.51 §18.38 $17.81

rE5%  (M6T%  4206%  103%  (BAI%

1.35% 1.353% 1.36% 1.35% 1.36%
1.34% 1.33%e 1.35% 135%8F  1.36%
0.88% 1.34%0 0.B4% 1.35% 1.15%

$TIT AT §B43,788  EBIT0ET EES4BOS  gTI3TTR
36. 700 14.06% 5003%  46B5%8  T1.98%a

Bied invesiment income per share induties approximately $0.07 per share related to income received in the form of @ spedial dividend in conneciion with cerain Fund
naidings. Excluding this amount, the rafin of net invesimant income 10 average net assets would have been 1.05%.

sAmount rounds 1o less than $0007 per share.
dasad on e |a51 5ale an e New York Siock Exchangs.

*Benefit of waker and payments by affiiates rounds 1o iess han 0.01%.

fBanedit of expanse reduction rounds 1o less tham 0.071%.

sExciutes he vale of portiolio securities associated with imemompany transacions.

frankintampleton.com The accompanying notes are an integral part of these corsolidated financial staterments. | Annual Repart a
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TEMPLETOMN DRAGOMN FUND, INC.

Notes to Consolidated Financial Statements

1. Organization and Significant Accounting Policies

Templeton Dragon Fund, Inc. (Fund) is mgistered under the
Investment Company Act of 1940 (1040 Act) a= a closad-and
managemant imvestmant company and applies tha
specialized accounting and reporting guidance in LLS.
Genarally Acceptad Accounting Principles (LLS. GAAP).

The following surnmarizes the Fund's significant accounting
policies.

a. Financial Instrument Valuation

The Fund's investments in financial instruments are carried at
fair value daily. Fair value is the price that would be received
to =all an asset or paid to transfer a liability in an ordarly
transaction betwesan market participants on the measuremeant
date. The Fund calculates the net asset value (MAV) per
sham sach business day as of 4 pm. Eastem tima or the
regularty schaduled closa of the Mew York Stock Exchanga
(MYSE), whichever is earlier. Under compliance policies and
procedures approved by the Fund's Board of Directors (the
Board), the Fund's administrator has responsibility for
oversight of valuation, including leading the cross-functional
Valuation Committea (VC). The Fund may utilize independeant
pricing sarvices, quatations from sacurnities and financial
instrument dealers, and other markst sources to determine
fair value.

Equity securities listed on an exchange or on the NASDAD
Maticnal Market Systarn are valued at the last quoted sals
price or the official closing price of the day, respactivaly
Fomign equity securities are valued as of the close of trading
on the foreign stock exchange on which the security is
primarily tradad, or as of 4 p.m. Eastarn time. The valua is
then comverted into its LS. dollar equivalent at the foraign
exchange rate in effect at 4 pm. Eastern time on the day that
the value of the soacurity is determined. Cvarthe-courtar
(OTC) securities are valued within the range of the most
recant quoted bid and ask prices. Securities that trada in
multiple markets or an multiple exchanges are valusd
according to the broadest and most eprsantative market.
Cartain equity sacurities are valued based upon fundameantal
characteristics or relationships to similar sacurities.

Debt securties generally trade in the OTC market rather than
on & sacurities exchanga. The Fund's pricing sarvices use
multiple valuation techniques to determine fair valua. In
instanoas where sufficient markst activity exists, the pricing
sarvicas may uilize a market-basad approach thraugh which
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quatas from markat makers are usad to determing fair valua,
In instancas whan sufficient markat activity may not exist or
iz limited, the pricing services also utilize propristary
valuation modals which may consider market characteristics
such as banchmark yield curves, cradit spreads, estimated
default rates, anticipated market intarest rate wolatility, coupon
rates, anticipated timing of principal repayments, underlying
collataral, and other unique sacurnity fatures in order to
estimate the relevant cash flows, which are then discountad
to calculate the fair value.

Investments in open-end mutual funds are valued at the
clozing MAW

The Fund has procaduras to detarmina tha fair value of
financial instruments for which markat prices ara not raliable
or readily available. Uinder these procedures, the Fund
primarily employs a market-basad approach which may usa
ralatad or comparable assets or liabilities, recant transac-
tions, market multiples, book values, and other relevant
information for the imestment to detarmine the fair value of
the investment. An income-basad valuation approach may
also be used in which the anticipated future cash flows of tha
invastment ar discounted to calculate fair value. Discounts
may also ba applied dua to the natura or duration of any
rastrictions on the disposition of tha imvestments. Dua to the
inharent uncertainty of valuations of such ivestments, the
fair values may differ significantly from the values that would
have been usad had an active markst existad.

Trading in sacurties on foreign securities stock exchanges
and OTC markets may be completed before 4 p.m. Eastern
tima. In addition, trading in cartain foreign markats may not
take place on evary Fund's business day. Occasionally,
evants occur betwean the time at which tmding in a foreign
security is completed and 4 pm. Eastem time that might call
into question tha raliability of the value of a portfolio security
held by the Fund. As a result, differences may arise batwean
the value of the Fund's portfolio securities as determinad at
the foraign markeat closs and the latest indications of value at
4 p.m. Eastarn time. In order to minimiza the potential for
these differances, the VC monitors price movements following
the clese of trading in foreign stock markets through a serias
of country specific market proxies (such as baskets of
Amarican Depositary Raceipts, futumes confracts and
exchange traded funds). Thess price movements are
measurad against established trigger thresholds for each
specific market proxy to assist in determining if an event has
occurred that may call into question the reliability of the
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TEMPLETON DRAGON FUND, INC.
HWOTES TO CONSOLIDATED FINANCIAL STATEMEMNTS

1. Organization and Significant Accounting
Policies (continued)

a. Financial Instrument Valuation {continued)

valuas of the foraign sacurties hald by the Fund. If such an
event ocours, the securities may be valued using fair value
procedures, which may include the use of independant
pricing sarvices,

Whan the last day of tha reporting period iz a non-business
day, certain foreign markets may ba opan on those days that
the Fund's NAY is not calculated, which could result in
differences batwesn the value of the Fund's portfolic
sacunties on the last business day and the last calkendar day
of the reporting period. Any significant sacurity valuation
changes due to an open foreign market are adjusted and
reflacted by the Fund for financial reporting purposas.

b. Foreign Currency Translation

Partfolio sacurities and other assets and liabilities
denominated in foreign cumencies are tmnskated into LLS.
dollars based on the exchange rate of such cumancies
against LS. dollars on the date of valuation. Tha Fund may
anter into forign currency exchange contracts to facilitate
fransactions denominated in a foreign curency. Purchases
and sales of sacurities, incoma and expanse itams
denominatad in foreign cumencies are transkated into LLS.
dollars at the exchange rate in effect on the transaction date.
Partfolio sacurities and assets and liabilities denominated in
foreign curmencies contain risks that thosa cumancias will
dacling in value relative to the U.5. dollar. Occasionally,
events may impact the availability or reliability of forign
exchange rates usad to comvart the U3, dollar equivalkent
valua. If such an event ocours, the foreign exchange rate will
be valued at fair value using procedures established and
approved by the Board.

The Fund doas not separataly report the effect of changes in
foreign exchange rates from changes im markeat prices on
sacurities held. Such changes am included in net realized
and unrealized gain or loss from investmants in the
Conszolidated Statemeant of Oparations.

Realized foreign ecchange gains or lbssas arisa from sales of
foreign cumencies, cumency gains or losses realized between
the trade and settlement dates on sacurties transactions and
the differance betweean the recorded amounts of dividends,
interest, and forign with holding taxes and the U.S. dollar
equivakent of the amounts actually received or paid. Mat
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unrealized foreign axchange gaing and lossas arise from
changes in foreign exchange rates on foreign danominated
assats and liabilities other than imvestments in sacurities hald
at the end of the reporting pariod.

¢. Investments in Templeton China Opportunities
Fund, Ltd. {China Fund)

The Fund invests in cartain China A-sharas through its
imvastment inthe China Fund. The China Fund is a Cayman
lslands exempted compary, and is a wholly-owned subsidiary
of tha Templeton Dragon Fund, and is able to invest dirsctly
in China A-shares consistent with the imvestment objective of
the Templeton Dragon Fund. At December 31, 2019, the
China Fund's investmeants as wall as any other assats and
liabilities of the China Fund are reflected in the Fund's
Consolidated Statemant of Investments and Consolidat ed
Statement of Assats and Liabilites. All intarcompary
transactions and balances have bean eliminated. At
December 31, 2019, the net assets of the China Fund were
108,073,005, raprasanting 26.9% of the Fund's
consolidatad net assets.

The China Fund gains access to the A-shares markat through
Templaton Investment Counseal, LLC (TIC), which serves as
the registered Cualified Forign Institutional Investor (GFIT)
for the China Fund. Imvestment decisions related fo the China
Fund A-shares are spacific to the Fund and it bears the
resultant economic and tax consequencas of its holdings and
transactions in A-sharas. Tha China Fund is subject to cartain
rastrictions and administrative procasses ralating to its ability
to repatriate cash balances, investment proceeds, and
aarnings associated with its A-shares and may incur
substantial dalays in gaining access to its assets or a loss of
valua in the event of noncompliance with applicable Chinessa
rules or requiramants.

d. Income and Deferred Taxes

It iz the Fund's policy to qualify as a regulated investrmant
company under the Intemal Revenua Code. Tha Fund
intends to distribute to shareholders substartially all of its
taxable income and net realized gains to relieve it from
faderal income and excise taxes. As a msult, no provision for
L5, federal income taxas is requind.

The Fund may b subject to foreign taxation related to
income received, capital gains on the sak of sacurities and
cartain foreign currency transactions in the foraign
jurisdictions in which it imests. Forign taxes, if any, are
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recorded based on the tax regulations and rates that exist in
the foreign markeats in which the Fund invests. When a capital
gain tax is detarmined to apply, the Fund records an
astimated deferred tax liability in an amount that would be
payable if the sacurities wera disposed of ontha valuation
data.

The Fund may rcognize an income tax liability related to its
uncertain tax positions under U.5. GAAP when the uncertain
tax position has aless than 50% probability that it will ba
sustained upon examination by the tax authorities basad on
itz technical ments. As of December 31, 2019, the Fund has
datarminad that no tax liability is required in its consolidated
financial Satemants related to uncartain tax positions for any
open tax years (or expected to be taken in future tax years).
Opan tax years are thoss that remain subject to examination
and are ba=od on the statute of limitations in each jurisdiction
in which the Fund invests.

@. Security Transactions, Investment Income,
Expenses and Distributions

Security transactions ara accountad for on trade date.
Realized gains and losses on sacurity transactions ara
determined on a specific identification basis. Interast incoma
and estimated expensas are accrued daily. Amortization of
premium and accration of discount on dabt securities are
included in interest income. Dividend income is recorded on
the ex-dividend date except for cartain dividends from
sacurities whare the dividend rate is not available. In such
cases, the dividend is recorded as soon as the information is
recaived by the Fund. Distributions to shamsholders are

2. Capital Stock
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TEMPLETOMN DRAGOMN FUND, INC.
HOTES TO CONSOLIDATED FIMAMCIAL STATEMENTS

recordad on the ed-dividend date. Distributable aarnings am
detarmined according to income tax regulations (tax basis)
and may differ from eamings recorded in accordance with
LS. GAAP Thesa differances may be parmanant or
temporary. Permanant difierences are rclassified among
capital accounts to eflect their tax character. Thess
reclassifications have no impact on net assats or the msults
of oparations. Temporary differences are not reclassified, as
they may eversa in subsaquant parods.

f. Accounting Estimates

The preparation of financial statements in accordance with
LS. GAAP requires managamant to maks estimates and
assumptions that affect the reported amounts of assats and
liabilities at the date of the financial statements and the
amounts of income and expensas during the reporting
period. Actual results could differ from those estimatas.

g. Guarantees and Indemnifications

Undear the Fund's organizational documeants, its officars and
directors are indemnified by the Fund against certain
liabilities arising out of the parfiormance of their duties to the
Fund. Additionally, in the normal coursa of buginess, the
Fund entars into contracts with sarvice providers that contain
general indemnification clauses. The Fund's maximum
axposure under thase arrangameants is unknown as this
wiould imaolve future claims that may be made against the
Fund that hawve not yet occurred. Currently, the Fund expacts
the risk of loss to be mmota.

At Dacamber 31, 2019, thara weara 100 million shares authorized ($0.01 par valug). During the years endad Decambear 31,
2019 and 2018 ther weam no shams issusd; all reinvested distributions were satisfied with previously issued shames

purchasad in the opan marksat.

frankintampleton.com
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TEMPLETON DRAGON FUND, INC.
HWOTES TO CONSOLIDATED FINANCIAL STATEMEMNTS

2. Capital Stock (contnued)

Under the Board approved opan-market share repurchass program, the Fund may purchass, from time to time, Fund shares in
open-market transactions, at the discretion of management. Since the incaption of the program, the Fund has repurchased a
total of 9,335,184 shares. Transactions in the Fund's shames wera as follows:

Year Ended December 31,
2019 2018
Shares Amount Shares Amount
Shamesrepurchased .. .. .. .. ... ... .. ... 81,349 $1,153 430 202742 £6,283,023
Weighted average discount of market price to net asset value of shares
repurchased . . .. L L 1042% 13.89%

3. Transactions with Affiliates

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

Subsidiary Affiliation
Ternplaton Asset Management Lid. {TAML) Imsestmant manager
Termplaton Imestment Counsel, LLC (TIC) Imsestmant manager

Franklin Ternpleton Services, LLC (FT Services)  Administrative manager

a. Management Fees
The Fund pays an investment managemeant fee to TAML basad on the average weakly nat assats of the Fund as follows:

Annualized Fee Rate Mat Assats

1.250% Up to and including $1 billian

1.200% COneer $1 billion, up to and induding $5 billion
1.150% Oneer §5 billion, up to and including $10 billion
1.100% Creer $10 billion, up to and including $15 billion
1.060% Cner $15 billion, up to and including $20 billion
1.000% In excess of $20 billion

Under an agreamant with TAML, TIC is paid a feo for sarving as the QFI for the China Fund. Tha fes is paid by TAML and is
not an additional expense of the Fund.

b. Administrative Fees

Under an agreamant with TAML, FT Sarvices provides administrative sarvices to the Fund. The fea is paid by TAML based an
the Fund's average weekly net assets, and is not an additional expense of the Fund.
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c. Investmeonts in Affiliated Management Investment Companies

The Fund invests in one or more affiliated management investmeant companies for purposas other than exarcising a contralling
influence over the managameant or policies. Managament fees paid by the Fund are waived on assets invested inthe affiliated
managemant imvestmant companias, as notad in the Consolidated Statement of Oparations, in an amount not to excead the
managemant and administrative feas paid directly or indirectly by each affiliate. During the year endad Decambear 31, 2019, the
Fund held irvestments in affiliated management investment companies as follows:

Mat Chamge in Mumber of
Value at Unrealized Valwe at Sharas
Baginning Realizod  Appreciafion Endof HeldatEnd  Dividend
of Year  Purchases Sales  Gain(Loes) (Depreciation) ¥ear ofyear  Income
Wor-Controlled affiliates
Irestitutional Fiduciany Trust Maney Mariet
Pxtfodin, 126% .. . ... ....... $530,399 $179330.765 (158259580 § — § — SMEW0,576 260,576 355,050

4. Expense Offset Arrangement

The Fund has entarad into an arangamant with its custodian whemby credits realized as a result of uninvested cash balances
are used to educe a portion of the Fund’s custodian expensas. During the year ended December 31, 2019, thare wera no
credits sarnad.

5. Income Taxes

The tax charactar of distributions paid during the years endad Dacember 31, 2018 and 2018, was as follows:

2019 2018
Distributions paid from:
Ordnaryincome. .. .. .. ... ... ... ... ..., B10,212232 % TEB2AB2
Long term capital gain. .. .. .. ... .. ... .. .. ...,  B0480274 £3,968 832

§TOT11,506  $71,571,314

Af Dacamber 31, 2019, the cost of investments, net unrealized appraciation (depreciation), undistributed ordinary incomea and
undistributad long term capital gains for income tax purposas wera as follows:

Costofimeestments. . ... .. ... .. ... ....... B48204278
Unrealized apprediation .. .. .................. $305415008
Unrealized deprediation .. .. ... ............. .. (17,044, 163)
Met unrealized appreciation (depreciation) .. .. ... ..  §268,371,835
Distributable samings:

Undistributed ordinaryincome . .. .. .. ........... § 5230503
Undistributed long term capital gains . . .. .. .. ... .. B, 872508
Total distributable eamnings .. ... .. .. ........... & &7, 112020

Differances betweean income andior capital gains as determined on a book basis and a tax basis are primarily due to differing
freatments of passive foreign investment company shares and investments in the China Fund.
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6. Investment Transactions

Purchasas and salas of ilvestmants (excluding short term securities) for the year ended Dacember 31, 2019, aggragatad
$255,232,759 and $341,553,173, respectively.

7. Concentration of Risk

Investing in foreign securties may include cartain risks and considerations not typically associated with investing in LLS.
socunties, such as fluctuating currancy valuas and changing local, regional and global economic, poliical and social
conditions, which may rasult in greater market volatility. Curment political and financial uncertainty surrounding the Eurocpean
Union may increass market volatility and the economic risk of investing in sacurities in Europe. In addition, certain foreign
sacunties may not ba as liquid as LS. sacurities.

Investing in China A-shams may include cartain risks and considerations not typically associated with imvesting in LS.
sacunties. In general, A-sharas are issued by companies incorporated in the Peopla's Republic of China (PRC) and listad on
the Shanghai and Shenzhen Stock Exchanges and available for investment by domestic (Chinese) imvestors and holders of a
QFI licenza and, in the case of cartain aligible A-shares, through the Shanghai and Shenzhen Stock Connact programs. The
Shanghai and Shanzhan Stock Exchangas ara, however, substantialty smaller, less liquid and more volatile than the major
sacurities markets in the Uinitad States.

8. Fair Value Measurements

The Fund follows a fair value hierarchy that distinguishes between markst data obtained from independent sources
(obsarvabla inputs) and the Fund's own market assumptions (unobservable inputs). Thesa inputs are usad in detarmining the
value of tha Fund's financial instruments and are summarized in the following fair valua hierarchy:

+ Level 1 — quoted prices in active markets for identical financial instruments

+ Level 2— other significant obsarvable inputs (including quoted prices for similar financial instruments, interest rates,
prapayment spead, credit risk, etc.)

« Lewvel 3 — significant unobsarvable inputs (including the Fund's own assurnptions in detarmining the fair value of
financial instrumants)

The input levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that leval,
A summary of inputs usad as of Dacamber 31, 2019, in valuing the Fund's assets camied at fair value, is as follows:

Lewel 1 Level 2 Level 3 Taital
Assets:
Imvestrnents in Securities:?
Equity Investments . .. .. ... ... . ... .. % 72800770 £ — 5 — § 712800770
Comeertible Bonds. . .. .................. — 254, TES — 254,785
Short Term Imestments . . ... ............. 21,610,578 — — 21,610,578
Total Imsestments in Securities . . .. .. ... .. $ 74,411,348 H 254 TES H — 5 T EEE 111

“Far detailed caiegaries, see he accompanying Consdlidated Statement of Invesiments.
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9. Subsequent Events

The Fund has evaluated subsequent events through the issuance of the consolidated financial statements and determinad
that no events have occurred that require disclosure.

Abbreviations

cumency Selected Portlolio
CMY Chinese Yuan ADR  American Depositary Receipt
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TEMPLETON DRAGON FUND, INC.

Consolidated Statement of Investments, December 31, 2019

Country Shares Value

Common Stocks 96.7%

Air Freight & Logistics 0.8%

ESF Holding Co. L., A . .. ... Chira 1,134,000 % 6,086,820

Automobiles 1.6%

Dongfeng Motor Group Ca. L H. . .. .. .o China 5,738,000 5,307 577

Jangling Mobors Gorpe Lid., B . ..o L Chira 2,811,758 2,168,637
BEAIC Motor Corp. Lbd, A . .. ... Chira 1,286,900 4,438,851

12,004,885

Banks 10.2%

B China Conatruction Bank Carp., A ... .. .. .. China 4,403,500 4,685,672

China Construction Bank Corp, H . ... ..o Chira 29,282,272 25,280,311
EChina Merchants Bank Co. Lid., A. . Chira 1,780,445 0,608,067

China Memchants Bank Co. Ltd., H. Chira 1,816,000 0,333,678
blnduamﬂlﬂndﬂqrmammlﬂanhdﬂlmﬂbd .ﬁ. Chira 11,576,618 8,774,907

Irdusitrial and Corrmencial Bank of China Lth Chira 21,737185 18,737,411

75,410,844

Baverages 1.3%

Epiwmichow Moutai Co. Lt AL ... ... Chira 55,419 8,415,308

Biotechnology 0.0%

*BeiGens Ltd.. Chira 314,800 4,030,885
”"JrryuBn—TechmbgyCaLtdA Chira B4, 300 2,511,780

6,561,675

Chemicals 1.5%

3 ghenzhen Capchem Technology Co. Ltd, & . .. .. ... .. .. .. ... ........... China 1,233,410 8,437,000
18 Shenzhen Serior Technoksgy Material Co. Ltd, A. ... ... ... ... .. ...... Chira 1,023,240 4,439,350
10,876,350

Commercial Services & Supplies 1.0%

A-Living Servicea Co. Ltd., H. .. ... ..o Chira 2,182,500 7,534, 265

Communications Equipment 0.8%
3B Shenzhen Surway Communication Co. Lid., A . .. ... .. ... ... ... ... China 855,500 5,575,305

Construction Materials 2.4%

Anhui Conch Cement Co. Lkd., H. .. Chira 1,387,500 10,113,831
®Baijing Oriental Yuhong Wa‘erpmn‘ Ta-:l'ﬂd-:-gyﬂo Ltd .ﬁ. e China 2,049,900 7,745,414

17,850, 45

Containers & Packaging 0.6%

38 Shanzhen YUTO Packaging Technology Co. Ltd, A. ... .. ................. Chira 1,083,800 4,131,881

Diversified Consumer Services Z4%

*Mew Oriental Education & Technology Group lnc, ADRL. . .. ... .o ... ..o Chira 144,303 17 484 514

Electrical Equipment 2.0%

*EHongfa Technology Go Lbd., A ... ... ... e e Chira 1,276,935 6,317,566
B Sunwoda Electronic Co. Lbd, A ... ... ... Chira 3,044,200 B, 533,833
14,851,388

Electronic Equipment, Instruments & Components 4.3%

Flytach Technology Co. Ltd. . .. Taiwan A0, 1000 Grd 8oz
®Hangzhou Hikvision DlgrtﬂITe-nhn-:-bgyCo. Ltd A. China 1,169,500 5,498,827
bLLuwl'ﬂmﬁ'wmnlndustryGo.L'bd..A................................ China  1,4774860 7,744,813
35 ghenzhen Kimwong Electromic Go. L, AL .. ... ... China 06, 660 4,377 846
10 Annual Report frankinternpleton.com
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COMSOLIDATED STATEMEMT OF INVESTMENTS

Country Shares Value
Common Stocks {continuad)
Electronic Equipment, Instruments & Components (continued)
'b'ﬂl'ufﬂnﬂﬂw.la Fiber Laser Technologies Co. Litd. . - e China 18r, 500 F 3230703
AEWUS Printed Circuit Kunshan Co. Ltd., A . e Chira 833,400 2,668,234
EFhaijiang Jemei Elacu-onm&Ta-:hnnlugyGn L'I:d A China 1,448,550 7,180,896
31,694,011
Entertainment 0.0%:1
Poly Culture Group Corp. Lt H . oL oo Chira 345,900 23T, 2
Food & Staples Retailing 1.7%
Beijimg Jingkelong Co. Ltd, H .. ... ..o Chira 3,950,929 &6, 060
Dairy Farm Intermational Holdings L. . .. .. .. ... ... ... ... ... ... Hong Kong 1,504,078 B,508, 285
38| gobaixing Pharmacy Chain J5C, A .. .. ... L Chira 388,700 3,577,078
12,851,411
Food Products 2.7%
¥l pner Mongolia Yili Industrial Group Co. L, A . ... ... ... ... ... .. ..., Chira 1,086,700 4 873,002
Uni-President China Holdinga Lbd. . ... .. ... .. . Chira 14,370,000 15,0484, 568
19,856,001
Health Care Equipment & Supplies 0.5%
38 putobio Diagnosties Co. Lbd, A ... ... .. Chira 140,400 1,843,324
3EShanghai Kinetic Medical Co. Lbd, A .. ... .. L Chira 1,088,800 2,114,483
4,057, THT
Health Care Providers & Services 1.2%
35 Mainian Onehealth Healthcare Holdings Co L. . .. ... ... ... ... ... .. China 2,454,539 5,248,748
Simopharm Group Co. L, H ... ... .. China 80, (00 3,278 634
B,527,383
Hotels, Restaurants & Leisure Z.4%
EChina International Travel Service Corp. L, A, .. ... .. .. ... ............. China 169,400 2,547,195
35 Songeheng Performance Development Co Lid, AL ... ... ... ... ... .. China 1,081,200 4,798,502
Yurn China Holdings Inc.. . .. ..o e Chira 210,110 10,067,381
17 434,078
Household Durables 1.7%
P @res Electric Appliances Inc.of Zhuhai, & .. .. .. ... ... .. ... .. ..., Chira 19,078 2,083,278
PMidea Group Co Lbd., A . .. ... Chira 1,237,118 10,346,878
12,412,358
Industrial Conglomerates 0.5%
CKHutchisonHeldinga Lid. . ......... ... i Hong Kong 368,000 3,480,830
Insurance 7.1%
AlA Group Lid. . . Hong Kong 2,767,580 20,052,788
mlnﬂerelna.lrﬂanoLhd H e Chira 4,388,000 12,210,332
bF‘lngAnImuranm[Gmp]Co.uthlrﬂLtd .I"|. China 02,350 11,074,625
52,246,746
Imteractive Media & Services 10.6%
Baidulne, ADRL . .. .. Chira 54, 0H5 7,582,104
TencentHeldings Lid.. . .. .. ... ... Chira 1,465,200 70,624,738
T8, 306,838
frankintampleton.com Annual Report 11
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED STATEMEMT OF INVESTMENTS

Country Shares Value

Common Stocks {continuad)

Imternet & Direct Marketing Retail 12.1%

3 Alibaba Group Holdng Lid, ADR. . ... .. ... e China 340,010 $ 72,116,121
Baczunilne., ADR . . China 377,058 12,488,181
Mrpoom Group Lid., ADR. .. .. e China 145,300 4,873,382

80,477 5dd
IT Services 0.5%
TrawvelSky Technology Ltd., H .. ... ... Chira 1,488,059 3,627,278
Life Sciences Tools & Services 208
IWied Biclogics Caymani Ine. . ... .. China 1,178,000 14,813,402
Machinery 0.5%
BSherzhen Inovance Technology Co. Ltd., & ... ... ... ... China 879,000 3,867 842
0il, Gas & Consumable Fuels 1.3%
CNODG L. . .. e e Chira 4,628,800 7,606,520
COSC0 BHIPPING Energy Transportation Co Lid, H. .. .. oo oo oot Chira 4,580,000 2,210,182
0,808,711
Paper & Forest Products 1.3%
Mine Dragons Paper Holdings Ltd. . . .. .. ... ... .. . .. China  9,453,3M1 8,826,500
Pharmaceuticals 3.1%
CSPC Pharmaceutical Group L. . ... ... ..o Chira 5,028,000 11,086,780
B Jiangsu Hengrui Medicine Co. Ltd, A, . ... ... .. ... .. ... ............. Chira B77.443 11,026,523
23,7 312
Real Estate Management & Development 4.2%
®China Memhants Shakou Industrial Zone Holdings Co. Ltd., A ... .. ... .. .. .. .. China 06,858 1,085,682
China Owerseas Land & lmvestment Lid.. . .. .. ... it Chira 2,170,000 B,451,860
China Resources Land Lbd.. . .. ... .. ... ... China 1,802,000 0,420,787
®Poly Developments and Holdings Group Go. Ltd., AL .. .. .. ... .. ... ...... China 3,082,900 7047381
Shimao Property Holdings Ltd. . . .. .. ... .. .. China Qe 500 3,734 180
30,630,878
Semiconductors & Semiconductor Equipment 6.9%
Taiwan Semiconductor Manufacturing Co. Ltd. . .. ... . .. Lol Taiwan 4,581,138 50,805,507
Software 0.3%
EBaijing Thunisoft Corp. Lid, AL . ... ... ... Chira 537,300 1,860,935
Specialty Retail 0.2%
Luk Fock Holdings {International) Lid. . .. .. .. ..o Hong Kong 304,000 1,135,133
Textiles, Apparel & Luxury Goods 4.6%
Anmta Sports Products Ltd.. .. ..o Chira 3,780,000 33,824 838
Transportation Infrastructure 0.5%
COSCOBHIPPING Porte Ltd. . . ... .. oo Chira 4,086,953 3,353,500
Wireless Telecommunication Services 1.0%
China Mobile Ltd.. .. .......... Chira o0, 500 7,485,308

Total Common Stocks (Cost $424,424,685). .. .. ........... .. .. 712,800,770

12 Annual Report frankinternpleton.com
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TEMPLETOMN DRAGOMN FUND, INC.
COMSOLIDATED STATEMEMT OF INVESTMENTS

Principal
Country  Amount® Value

Convertible Bonds (Cost $212,039) 0.0%t
Air Freight & Logistics 0.0%1
bEFHDmimGD.Lﬂ..EHt.U.m.11”ME......... Chira 1489800 CNY 3$ 254,765

Total Investments bafore Short Term Investments
(Cost $424,636,724) .. ... . . . ... ... 713,055,535

Short Term Investments (Cost $21,610,576) 2.9%

Maoney Market Funds 2.9%
4| natitutional Fiduciary Trust Money Market Portfolio, 126%. . .. .. ............. United States 21,610,578 21,610,578

Total Investments (Cost $446,247,300)99.6%. .. ............... 734,886,111
Other Assets, loss Liabilities 0.4%. . ... ... ... .. .. ... ... .... 2,781,957

Met Assets 100.0% ... .. .. ... . .. ..l $737 427 456

S Abtwevialions on page 23,

TRiounds i less han 0.1% of net assels.

*The principal amount is staled in U5 dollars unless olhenwise indicated.

Nor-PCOme: producng.

The security is cwned by Tampleton China Opportunities Fund, Lid., 3 whaily-oened subsidiary of the Fund. See Mote 1(c).
“Saa Nole 3{c) regarding investments in afiialed management investment Companies,

4Thz rale shown is the annualized seven-day efective yield a1 pariod and.

frankintampleton.com The accompanying notes are an integral part of these corsolidated financial staterments. | Annual Repart 13
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(2) 2018 12 31

2018 12 31

405,245,142 43,308,548
c 539,399 57,646
639,698,089 68,364,535
c 539,399 57,646
38,109 4,073
3,083,902 3,083,902 329,577
504,537 53,920
799,507 85,443
644,663,543 68,895,193
676,373 72,284
88,538 9,462
76,212 8,145
34,829 3,722
875,952 93,613
643,787,591 68,801,580
362,597,096 38,750,752
281,190,495 30,050,828
643,787,591 68,801,580

33,865,484
19.01 2,032
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21,346,591 2,281,310
179,693 19,204
26,972 2,882
21,553,256 2,303,396
10,107,830 1,080,224
123,023 13,147
311,616 33,302
20,663 2,208
37,272 3,983
56,487 6,037
121,525 12,987
10,778,416 1,151,889
(39,310) (4,201)
10,739,106 1,147,688
10,814,150 1,155,708
54,552,617 5,830,038
(485, 350) (51,869)
54,067,267 5,778,169
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(181,187,781) (19,363,538)

(18,785) (2,008)
(181,206,566) (19,365,546)
(127,139,299) (13,587,377)
(116,325,149) (12,431,669)
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2018 12 31 2017 12 31

10,814,150 1,155,708 6,493,433 693,953

54,067,267 5,778,169 48,953,550 5,231,666

(181,206,566)  (19,365,546) 190,199,489 20,326,619

( (116,325,149)  (12,431,669) 245,646,472 26,252,238
e) (71,571,314) (7,648,826) (58,548,519) (6,257,080)
(6,283,023) (671,467) (3,935, 659) (420,604)

(194,179,486)  (20,751,962) 183,162,294 19,574,554

837,967,077 89,553,542 654,804,783 69,978,987

643,787,591 68,801,580 837,967,077 89,553,542
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)
12 31
2018 2017 2016 2015 2014
24.53 19.05 20.51 26.35 28.46
032" 0.19 0.27 0.30 0.49
(3.76) 6.98 (0.06) (2.16) 1.63
(3.44) 7.17 0.21 (1.86) 2.12
0.21) (0.34) (0.29) (0.49) (0.02)
(1.90) (1.37) (1.41) (3.52) (4.29)
.11) (1.71) (1.70) (4.01) (4.31)
0.03 0.02 0.03 0.03 0.08
19.01 24.53 19.05 20.51 26.35
17.00 21.51 16.38 17.81 24.04
(11.87) 42.06 1.03 (8.63) 9.74
1.33 1.36 1.35 1.36 1.35
d e d
1.33 1.35 1.35 1.36 1.35
134 ° 0.84 1.35 1.15 1.75
643,788 837,967 654,805 713,772 925,020
14.06 50.93 46.85 71.98 21.58

112/141



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

0.07
1.05

0.01

0.01
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U.S. GAAP

NYSE

Ve

NASDAQ

(0TC)
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VC

Templeton China
Opportunities Fund, Ltd.

2018 12 31

2018 12 31 148,486,985
23.1
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QFII
Templeton Investment Counsel, LLC
TIC
50 U.S_GAAP
2018 12 31
U.S. GAAP
U.S. GAAP
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2017 12 31
................................. $(11,792,853)
................................. (46,756,666)
2017 12 31 4,154,715
2.
2018 12 31 100,000,000 0.01 2018 12 31
2017 12 31
9,273,843
2018 12 31 2017 12 31
292,742 6,283,023 209,534 3,935,659
13.89 12.98
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Franklin Resources, Inc.
Franklin Templeton

Templeton Asset Management Ltd. TAML
Templeton Investment Counsel, LLC TIC
Franklin Templeton Services, LLC FT
a.
TAML
1.250 10
1.200 10 50
1.150 50 100
1.100 100 150
1.050 150 200
1.000 200
TAML TIC QFII
TAML
2018 12 31
1.250
b.
TAML FT

TAML
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C.
2018 12 31
) (
)
Institutional
Fiduciary Trust
Money Market
Portfolio, 1.99% 1,822,947 99,873,345 (101,156,893) 539,399 539,399 179,693
4.
2018 12 31
5.
2018 12 31 2017 12 31
2018 2017
7,582,482 11,791,853
63,988,832 46,756,666
71,571,314 58,548,519
2018 12 31 )
407,235,316
299,416,380
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233,002,172

10,209,190

37,496,754

477,705,944

179,839,919

QFII
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2018 12 31
1 2 3
a
................................. $3,871,801 $1,252,368 $— $5,124,169
634,573,920 — — 634,573,920
.............................. 539,399 — — 539,399
$638,985,120 $1,252,368 $— $640,237,488
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TEMPLETOMN DRAGOM FUND, IMC.

Consolidated Financial Statements

Consolidated Statement of Assets and Liabilities

Dacember 31, 2018
Assals:
Investments in securites:
Cost - Unafiliatsd Balers . .. . L e e e $406,245 142
Cost - Nor-controlled affliates (MOt 3C) . . ... .. i 539,308
Walue - Unaffiliated mauers . . e e e $539, 606,089
Walua - Mon-controlied affiliates (Moba 3C). . .. .. ... e 534,358
L 1 348,109
Forsign currancy, at valus (cost 33,083,802 .. . ...t e e e e aaas 3,083,902
Raceivablas:
Imvestmient SeCUNBE BOI0 . . . L e e e e 504,537
LI T, 507
L = = - G644, 663,543
Liabilitias:
Payabies
Managemant Te8E . . . . .. L e e e 676,373
U PEBE . . . . . . .. L L e e e e e e e 88,538
PromBemional TaBE. . . . . L e e e a2
Accrued expensasand otherliabiliias. . .. ... . ... . . e e e e e e 34,620
e T =T &75,952
Matassabs, atwalue. .. . . e $843, 787,551
Mat asaats consist of:
L= L T = T = 362,607,008
Total dSTbUEBIE SaMINGS {IOBE) . . . . . . . o e e e e e e 281,190,425
Matassabs, atwalue. .. . . e $643, 767,551
Shares OUBELANTINGD . . . . ... e 33,665,464
Nt BaEat WIS P BRIBIE. . . .. . .. ittt e e e e e e e e e F1801
Tranklinmtesmpleton.com The accompanying notes are an intagral part of these consolidated financial statements. | Annual Report 13
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED FINAMCIAL STATEMENTE

Consolidated Statement of Operations
Tor the year ended December 31, 2018

Investment income:
Dividerds: {nat of farsign Bxes
LT 1 = - L i $ 21,348,68M
Nor-controlied affliabes (NObE 30 . . . . . . e 179 B3
Interest: (ret of Toraign taxes)~
Unaffilidhsd iBEBIE . . . . . L e e e e e 5,872
Tota imeslmantinGmie . . . . . e e e e e 21,563,256
Exparses:
MEmEgEmMENt 1888 (MOt 38 . ... ... e e e e 10,107,530
Tramsfer @OaNLTaEE . . . . L L e e e e 123,023
Custodian feda (MOlE d). . . . . . L e e i 11,8168
Raparts o aharenolders . . . . L e e e 20,663
o T = o = 37,272
PR assiOnal TBeE . . . L e e e e e 56 487
Direchors’ fess Gnd BODBMEEE . . .. . ... .. .. e e e e e 121,525
L = = T 10,778,416
Expansas waivedipaid by alfiliates (MO 3] . .. . ... .. ... e e (39,310}
L 10,739,106
Matimmstmant MCOMB. . . . .. . i e e e e 10,814,150
Raalized and unrealized gains {kssas):
et realized gain {kss) from:
Irwestinients:
LI e 54,552,817
Fareign eurrency MARSECHONS. . . . .. . .. .. e i (4885,350)
L g s T - 54,067,267
Nat change in unrealized appreciation {depreciation) on:
Irwestinients:
L {181,187, 781)
Trarslation of other assats ard liabilities
dananmingtad N PG GUITBMGIEE . . . . . .. ..o\ttt ot e e e e e e e (18,785)
Mat change in unrealized appraciation (depraciation). . . . ... ... .. ... .. {181, 206, 568)
Mt realized and URPBaIZEn QAN IOBEY . . .. .. .. e e e e e e e {127,139, 200)
Matincrease [decrasse) in nat assats resuling Tom oparEbions. . . ... ... ... ... ...t e $118,325,149)
“Fomaign taxes withheld on dividamds . . .. ... ... e e 4 2,086,564
-Foreign taxes withhald onimbarest. . . . . . .. . e e 3 2,887
14 Annual Repart | The sccompanying notes are an irtegral partof these corsolidated financial statemants. franklintamplsban com
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TEMPLETON DRAGON FUND, INC.
COMSOLIDATED FINAMCIAL STATEMENTS

Consolidated Statements of Changes in Net Asset

Year Ended Decambar 31,

2018 amT
Increass (decreass) in net assots:
Oypsara tiors:
Netinvestmantinoome . .. .. e $ 10,814,150 § 6453433
Netrealizad Qain O8E) ... ... ..ttt i i e e 54,067 267 48,953,560
Net change in unrealized appreciation (depreciation). . . .. ... ... ... ... ... L. L. (161,206 568) 1080, 1060, 489
Mat increase (decraasa) in net assets resulting fom oparations . .. ... .. ... ... .. ... ... (116,325,149) 245,646,472
Cistributions to sharsholders (Note 1e] . ... ... ... ... (T1.671,314) (58,548,519)
Capital share transactions from -repurchaseof shares (Mote 2y . ... ... ... .. .. o . (6,263,023) {3,835, 650y
Mt incrasse (decraasal innistessets . ... .. L L (194,179, 468) 183,162,204
et asaats:
BeQinming O WEEE. . . . . L e e e 837 967,077 664,804,783
Emdaf yaar (NOtB 18). .. i § 643,767 581 $E3T 967,077
Tranklirtampleion.com Thie accomparying notes are an intagral part of thess consolidated financial statemants. | Annusl Report 18
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TEMPLETON DRAGON FUND, INC.

Consolidated Financial Highlights

¥ear Ended Decambear 31,

2Ma 2017 28 2015 2014

Per share operating performance
{for & share outstanding throughout the year)
Mat assat value, begirning of year . ... ... ... ... ... ... ... 24 53 319.05 $20.51 326.35 §26.46
Income fiom investment aperations:

Hatinvestment ncomea=. .. .. . ... .. ... .. ... .. DAk [ ] 0.27 030 D49

Mt raslized and unreaized gains (oeses). ... .. .......... {3.78) 8.06 {0106 (218 1.6
Total from investment operations .. ... ... ... ... ... ... .. {344y 747 0.21 [1.88) 243
Less distributions from:

Mot invesstment mEoims . .. .. ... ... {0.21) {0.34) (0.2 0.4 ()

g o s {1.90) {1.37) {1.41) [3.5%) (4.2
Total dstibubions . .. ... ... ... 241} (.71 (1.7 [4.01) {431}
Rapurchasaofsharas . . ... ... ... ... ... .. .. ... ... ... 0,03 0.02 005 .03 005
Matassat value, end ofyear. .. . ... ... ... L L. 18 32453 $18.06 32051 52635
Mancet valus, endofyearc. . .. ... .. L L $17.00 321,51 $16.38 F17.81 2404
Total refurn (hesed on market valis parshare) .. .. ... .. ... .. (11.87)% 42.06% 1.03% (5.63)% 9.74%
Ratios to average net assets
Exparses tatore waiver and payments by affliatss ... ... ... .. 1.33% 1.38% 1.35% 1.38% 1.35%
Exparaes nat of waiver and payments by affilates .. ... .. ... .. 1.33%4 1.35%s 1. 35K 1.36%d 1.35%4
Matimestmentincoms . ... .. L Lo 1.34 %k 0EA% 1.36% 1.15% 1.76%
Supplemental data
Mat assats, endofyear (0O0's). . ... ... ... ... .. ... ... $843, 788 3837267 $a5d 806 $T3,TT2 925,020
Portiliotumonerrats .. ... .. L 14.06% 50.803% A6 a5%1 T1.88%F 2. 56801

"Based on ge dady shares outsbanding

Ehzt irvesiment income per share includes approaimately $0.07 per sheve relofed fo income: reczived in the form of 2 apecinl dividend in connection with carain Fund
holdings Excuding this amourt, the ratio of ret invesiment income to suersge ned nesets would heve been 1.05%.

*3azed on the |zt 3ale on the New York Stock Exchange.

¥Banedt of waiuer and payments by sfiistes rounds fo le=s Han 0.0 1%

*Benedt of expense reducion rounds fo less e 0.071%.

Excludes fre valee of porfolo secdies ssmodsted with intercompany tran=aciions.

] Annual Repart | The accompanying notes are an intsgral partof these consclidatsd financial statemants. franklintamplatan com
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TEMPLETON DRAGON FUND, INC.

Motes to Consolidated Financial Statements

1. Organization and Significant Accounting
Policies

Templeton Dragon Fund, Inc. (Fund) is registered under the
Investment Compamy Act of 1940 (1940 Act) as a closed-end
management investment comparny and applies the specialized
accounting and reporting guidance in U.8. Generally Accepted
Accounting Principles (L8, GAAF).

The following summarizes the Fund’s significant accounting
policies.

a. Fimancial Instrument ¥Valuation

The Fund’s imvestments in financial instruments are carded at
fairvalue daily. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly
trarsaction between market participants on the measurement
date. The Fund calculates the net asset valua (WAW) per sham
each business day as of 4 p.m. Hastern time or the regularly
scheduled close of the New York Stock Exchangs (MY SH),
whichewer is earlier. Under compliance policies and procedures
approved by the Fund's Board of Directors (the Board), the
Fund’s administrator has responsibility for oversight of
valation, inchading leading the croas-functional ¥Waliation
Committes (V). The Fund may utilize independent pricing
services, quotations from securities and financial instrument
dealers, and ofher market sources to determine fair value.

Bquity securities listed on an exchange or on the NASDAQ
Mational Market Systermn are valued at the last quoted sale price
ar the official closing price of the day, reapectively. Foreign
equity securities are valued as of the close of trading on the
fiorei gn stock exchange on which the security is primarily
traded, or as of 4 p.m. Eastern time. The value is then comverted
into its LL8. dollar equivalent at the foreign exchange rate in
effect at 4 p.m. Eastemn time on the day that the value of the
security is determined. Over-the-counter (OTC) securities are
valued within the range of the most recent quoted bid and ask
prices. Securities that trade in multiple markets or on mmaltiple
exchanges are valued according to the broadest and most
representative market. Certain equity securities are valued basad
upon fundamental characteristics or relationships to similar
securities,

Investments in open-end mutual funds are valued at the closing
NAV.

16 Annual Report
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The Pund has procedures to determine the fair value of financial
instruments for which market prices are not reliable or readily
available. Under thess procedures, the Fund primarily employ s
a market-based approach which may use related or comparabla
assets or liabilities, recent transactions, market multiples, book
valuea, and other relevant information for the investment to
determine the fair value of the investment An income-basad
valuation approach may also be used in which the anficipated
firture cash flows of the imvestment are discounted to calculate
fair value. Discounts may also be applied dus to the mature or
duration of any restrictions on the dispesition of the
investments. Due to the inherent uncertainty of valiations of
such investments, the fair values may differ significantly from
the walues that would hawe been used had an active market
eisted.

Trading in securities on foreign securities stock exchangas and
OTC markets may be completed before 4 p.m. Eastern time. In
additicon, trading in certain foreign markets may not take place
on every Fund’s business day. Occasiomally, events oocur
between the time at which trading in a foreign security is
completed and 4 p.m. Eastern time that might call into question.
the reliability of the value of a portfiolio security held by the
Fund. A= a resuli, differences may arise between the value of
the Fund's portfolio securities as determined &t the foreign
market close and the latest indications of value at 4 p.m. Bastern
time. In order to minimize the potential for these differences,
the ¥V C monitors price movernents follow ing the closs of
trading in foreign stock markets through a series of country
specific market prox ies (such as baskets of American
Depogitary Receipts, fitures contracts and exchange traded
fiunds). Thess price movements ars measured against
eatablished trigger thresholds for each specific market proxy to
asgist in determining if an event has occurred that may call info
question the reliability of the vahies of the foreign securities
held by the Fund. If such an event occurs, the securitiea may ba
valued using fair value procedures, which may include the use
of independent pricing searvices.

‘When the last day of the reporting period is a non-business day,
certain foreign markets may be open on those days that the
Fund’s NAV is not calculated, which could resuli in dif ferences
between the vahie of the Funds portfolio securities an the last
tusiness day and the last calendar day of the reporting period.
Amy significant securify valuation changes due to an open
foreign market are adjusted and reflected by the Fund for

franiklintamplaton. com
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k. Foreign Currency Translation

Portfolio securities and ofher assets and linbilities denominated
in foreign currencies are translated into 7.8, dollars based on
the exchange rate of such currencies against U8, dollars on the
date of valuation. The Pund may enter into foreign currency
exchange contracts to facilitate transactions denominated in a
fiorei gn currency. Purchases and sales of securities, income and
expenss iterns denominated in foreign currencies are tramslated
into LTS, dollars at the exchange rate in effect on the tramsaction
date. Portfolio sscurities and assets and lisbilitiss denominated
in foreign currencies contain risks that those currencies will
decline in valee relative to the TLE. dollar. Occasionally, events
may impact the availability or relisbility of foreign exchangs
rates used to comvert the L1, dollar equivalent value. If such an
event occurs, the foreign exchange rate will be valued at fair
value using procedures established and approved by the Board.

The Fund does not saparataly report the effect of changes in
fiorei gn exchange rates from changes in market prices on
securities held. Such changes are inchaded in net realized and
unrealized gain or loss from investments in the Consolidated
Sterternent of Crperations,

Realized foreign exchange gains or losses arise from sales of
fiorei gn currencies, currency gains or losses realized between the
trade and seftlement dates on securities transactions and the
difference between the recorded amounts of dividends, inferest,
and foreign wifhholding taes and the TLE. dallar equivalent of
the amounts actually recaived or paid. Met unrealizad foreign
exchange gains and loases arise from changes in foreign
exchange rates on foreign denominated assets and liahilities
other than imve stments in securities held at the end of the
reporting period.

¢ Imvestments im Templeton China Opportanities Fund,
Lid {(Chima Fund)

The Fund imvests in certain China A -shares through its
irvestment in the China Fund. The China Fund is a Cayman
Islands exempted compary , and is a wholly -owned subaidiary
of the Templeton Dragon Fund, and is able to imest directly in
China A -shares consistent with the investment objective of the
Templeton Dragon Fund. At Decemnber 31, 2018, the China
Fund’s imvestments as well as amy other asssts and lisbilities of
the China Fund are reflected in the Pund s Consolidated
Staternent of Investments and Consclidated Statement of Assets
and Liahilities. The financial statements have been consolidated
and include the accounts of the Fund and the China Fund. A1l

tranklintsmplsion.com
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TEMPLETON DRAGON FUND, INC.
NOTES TO COMSOLIDATED FINAMCIAL STATEMENTS

intercompany transactions and balances have bean eliminated.
At Decamber 31, 201 8, the net assstz of the China Fund weme
E148 486,985, epresenting 23.1% of the Fund’s consolidated
net asseta.

The China Fund gains access to the A-shares market through
Templeton Imvestment Counsal, LLC (TIC), which serves as the
registerad Crualified Foreign hstitutional Irnvestor (QFIL) for the
China Fund. Imvestment decisions related to the China Fund
A-ghares are specific to the Pund and it bears the resultant
econormic and tex consequences of its holdings and transactions
in A -shares. The China Fund is subject to certain restrictions
and administrative processes relating to its ability to repatriate
cash balances, imvestment procesds, and earnings associated
with its A -shares and may incur substantial delays in gaining
access to its assets or a loss of value in the event of
noncompliance with applicable Chineses rules or requirements.

i Imcome and Deferred Taxes

It is the Fund’s policy to qualify as a regulated imvestment
compary under the Intermal Revermse Code. The Fund intends to
distribute to shareholders substantially all of its taxable income
and net realized gaing to ralieve it from federal income and
ecise tames. As a result, no provision for ULS. federal income
tames is required.

The Fund may be subject to foreign temation relafed to income
received, capital gaing on the sale of securities and certain
foreign currency transactions in the foreign jurisdictions in
which it invests. Foreign tames, if any, are recorded based on the
tam regulations and rates that exist in the foreign markets in
which the Pund invests. When a capital gain fax is determined
1o apply , the Fund records an estimated deferred tax liability in
an amount that would be payable if the securities were disposed
of on the valuation date.

The Pund may recognize an income tax Liability related to its
uncertain tax positions under U.8. GA AP when the uncartain
ta position has a less than 5094 probability that it will be
sustained uwpon examination by the tax authorities based on its
technical merits. As of December 31, 2018, the Fund has
determined that no tax liability is required in its consolidated
financial statements ralated to uncertain tax positions for amy
open tax years (or expected to be taken in firture tax years).
‘Open tax years are thoss that remain subject to examination and
are based on the statute of limitations in each jurisdiction in
which the Fund invests.

Annual Rapart 17
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TEMPLETON DRAGON FUND, INC.

NOTES TO COMEOLIDATED FINAMCIAL STATEMEMTS

1. Organization and Significant Accounting
Policies joontinued)

e Security Tramsactions, Iovestment Income, Ex penses and
Distribatisns

Sacurity trareactions are accounted for on trade date. Realized
gains and losses on security trarsactions are determined on a
specific idenfification basizs. Inferest income and estimated
expensas are accrued daily. Dividend income is recorded on the
ex-dividend date except for certain dividends from securities
where the dividend rate i= not available. In such cases, the
dividend iz recorded as soon as the information is received by
the Fund. Distributions to shareholders are recarded on the
ex-dividend date. Distributable eamings are determined
according fo income fax regulations (tax basiz) and may differ
from eamings recorded in accordance with 1. 8. GAAP. Thess
differences may be permanent or temporary. Permanent
differences are reclassified among capital accounts to reflact
their tax character. The se reclassifications have no impact on
net aasets or the resulis of operations. Temporary differences
are not reclassified, as they may reverse in subsequent periods.*
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. Accounting Estimates

The preparation of financial statements in accordance with T.8.
GAAP requires management to make estimates and
assumptions that affect the reparted amounts of assets and
liabilities &t the date of the financial statements and the amounts
of income and experses during the reporting period. A ctual
results could differ from those estimates.

g Guarantess and Indemnifications

Under the Fund’s erganizational documents, its officers and
directors are indemnified by the Fund against certain liabilities
arising out of the performance of their duties to the Fund.
Additionally, in the normal course of business, the Fund enters
into comtracts with service providers that confain general
indemnification clauses. The Fund’s maximmm exposure under
these arrangements is unknown as this would imvobre fiture
claims that may be made against the Fund that have not yet
oceurred. Currenily, the Fund expects the risk of loss o be
Temote.

*Hffective during the current reporting period, it is no longer required to present certain line items in the Consolidated Statements of
Changes in Net Asseis. The below prior period amounts affacted by this change are shown as they were in the prior year

Consolidated Statements of Changes in Met A asets.

Fuor the year ended December 31, 2017, distributions to shareholders were as follows:

Nt imestmantinooms. . ... ... L
Natraglized gaing .. ...........oueinnnennnnn

$(11,751 853}
{48,758, 868)

Faor the year ended December 31, 2017, undistributed net investment income inchided in net assats was 34,154,715,

2. Capital Stock

At December 31, 2018, there were 100 million shares authorized ($0.01 par value). During the years ended December 31, 201 8 and
December 31,2017 there were no shares issued; all reimvested distributions were satisfied with previously issued shares purchased
in the open market.

Under the Board approved opern-market share repurchase program, the Fund may purchase, from time fo time, Fund shares in
open-market transactions, af the discretion of management. Since the inception of the program, the Fund has repurchasad a total of
9273843 shares. Transactions in the Fund’s shares were as follows:

Year Ended December 31,

2018 2T
Shares Amount Shares Amount
SNAPSS MBPUIERAEAN . . . . .. ... 203742 $6,283,003 200534  $3,93585
Weightad sverage discount of market prics to net asset valus of shares
POPUIENESEO. . . . . ... 13.86% 12.96%
18 Annual Report franiklintamplaton. com
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3. Transactions with Affiliates

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

S bsidiary Afiliation
Templeton Asset Managemeant Lid. (TAML) Investrment manager
Templaton Imsestmeant Course, LLS (TIC) I nvestment managar

Franklin Templeion Sarvices, LLC (FT Services)  Administrative manager

a. Management Fees
The Fund pays an investment management fae to TAML based on the average weekly net assets of the Fund as foll ows:

Annualized Fee Rate Met Assets

1.250% Up to and including $1 bilion

1.200% Onar §1 bilion, up o and including 35 billion
11600 Onar §5 bilion, up o and including 310 bilion
1.100% Owar §10 billion, up to and including $15 bilion
10600 Owar §15 billion, up to and including $20 bilion
10008 In excess of $20 billion

Under an agreament with TAML, TIC is paid a fee for serving as the QFII for the China Fund. The fee is paid by TAML and is not
an additional expense of the Pund.

For the year ended December 31, 2018, the gross effective imvestment maragament fee rate was 1.250% of the Fund®s average
weaakly net assels.

b Administrative Fees

Under an agreement with TAML, FT Sarvices provides administrative services to the Fund. The fee is paid by TAML based on the
Fund’s average weelkly net assets, and is not an additional expense of the Fund.

¢ Imvestments in Affilliated Management Investment Companies

The Fund invests in one or more affilisted management investment companies for purposes other than exercising a controlling
influence over the management or policies. Managament fees paid by the Fund are waived on assets invested in the affiliated
management investment companies, as noted in the Consolidated Statement of Operations, in an amount not to excead the
management and administrative fees paid directly or indirectly by each affiliate. During the year ended December 31, 2018, the
Fund held investments in affiliated management imrestment companies as follows:

Humber of Mumber of Het Change in
Shares Held Shares Walue Realized Unrealized
at Beginnirg Gross Gross  Held 2t End atEnd  Dividend Gain  Appreciation
afYear  Additions Reductions of Year of Year  Imcome [Lesxz)  (Depreciation)
Moe-Controlled Affilistes

Inskhuticnal Fiduciary Trest Money Market
Poftioho 198% . .. ... ............. 1822847 995735 (100 155, 653) 539309 §539380  §i79,6M3 i — j —
Tranklirampleion.com Arnual Raport 19
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4, Expense Offset Arrangement

The Fund has enfered into an arrangement with its custodian whereby credits realized as a resuli of uninvested cash balances are
used to reduce a portion of the Fund’s custodian expenses. During the year ended December 31, 201 8, there were no credits earned.

5. Income Taxas

The tax character of distributions paid during the years ended December 31, 2018 and 2017, was as follows:

018 2017
Distributions paid from:
Oinary NEOMB. . . ... ... ... § 7582482  $11,791,653
Long term capital gain. . .. .. ... ... ... ... ... ... 63,006,692 46,756,668

71,571,314  $56,545,519

At December 31,2018, the cost of investrents, net unrealized appreciation (depreciation), undistributed crdinary income and
undistributed long term capital gains for income tax purposes were as follows:

Costof imeestmeants . . ... ... ... ... oL 407,235,316
Unrealizad appraciation . . ... ... ... ... ... .... %200 418,380
Unrealzed dapreciation .. ... ... ... .. ... .. ... (68,414, 208)
Mat urradized appraciation (depreciation) . .. ... ... $233,002,172
Dislributable aarnings:

Undistributad ordinaryincoms. . .. ... ... ... . ... 3 10,208,180
Undistibutad long tarm capital gains .. .. ... ... ... 37,498,754
Total distibulable eamings . . . ... ... .. ... ... ... 3 47,706,844

Differences betw een income andfor capital gains as determined on a book basis and a tax basis are primarily due to differing
treatment of imvestments in the China Fund.

6. Investment Transactions

Purchases and sales of investments (exchiding short term securities) for the year ended December 31, 2018, ageregated
111,371,851 and 3179 239,919, respectively.

7. Concentration of Risk

Investing in foreign securities may inchide cerfain risks and considerations not typically associated with investing in 1.8, securities,
such as fluchating currency values and changing local and regional economic, political and secial conditions, which may result in
greater market volatility. Cumrent political and financial uncertainty sumrounding the European Ulnion may increase market volatility
and the economic risk of imvesting in sscurities in Burope. In addition, certain foreign securities may not be as liquid as LLS.
securities.

Investing in China A -shares may inchade certain risks and considerations not typically associated with investing in U8, securities.
In general, A-shares are issued by companies incorporated in the People®s Republic of China (PRC) and listed on the Shanghai and
Shenzhen Stock Exchanges and available for imvestment by domestic (Chinese) imvestars and holders of a QFII license and, in the
case of certain eligible A -shares, through the Shanghai and Shenzhen Stock Connect programs. The Shanghai and Shenzhen Stock
Bxchanges are, however, substantially amaller, leas liquid and mare volatile than the major securities marketa in the United Btates.

20 Annual Report franiklintamplaton. com
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8. Fair Value Measurements

The Fund follows a fair value hierarchy that distinguishes between mardet daia obiained from independent sources (observable
inputs) and the Fund®s own market assamptions (unobservable inputs). These inputs are used in determining the value of the Fund's

financial instruments and are summarized in the following fair value hierarchy:

* Lewvel | — quoted prices in active markets for identical financial instruments

+ Lewvel 2 — other significant observable inputs (including quoted prices for similar financial instruments, interest rates,

‘prepayment speed, credit risk, etc.)

* Lewvel 3 — significant unobservable inputs (inchiding the Fund®s own assumptions in detenmining the fair value of financial

instruments)

The input levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that lewvel.

A summary of inputs used a8 of Decambar 31, 201 &, in valuing the Fund’s assets carred at fair value, is as follows:

Level 1
Aspats:
Investments in Securitiess
Equity Invsstmants:
Marine. ........ ... ... L ] 3,871,801
All Other Equity Investments. . ... ....... .. 634,573,820
Short Tarm Investmants . .. . .............. 539,380
Total Investments in Securities .. . ... ... .. § 638,965,120
*For detnied cabegories, see the socompanying Consolidsted Statement of |

9. Subsequent Events

Lewvel 3 Total

— 3 5124163
— 634,573,820

— 3 640,237 488

The Fund has evaliated subsequent events through the izsuance of the consolidated financial staterments and determined that no

evemnts have cccumed that require disclosure.

Abbreviations
Selected Portfolio
ADR  American Dapositary Receipt

tranklintsmplsion.com
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(2020 )
728,834,110 77,890,501
7,048,337 753,256
721,785,773 77,137,246
33,804,143
21.35 2,282
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2017

34,158,226
2017 12 31 209,534
2018

33,865,484
2018 12 31 292,142
2019

33,804,143
2019 12 31 61,341

2015 22
10
10

10
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2018 12 31
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2019 12 31
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2019 12 31
2019 12 31 (
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2019 12 31

2019 12 31
PCAOB
2019 12 31
LLP
2020 20
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Templeton Dragon Fund, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of assets and liabilities, including the
consolidated statement of investments, of Templeton Dragon Fund, Inc. and its subsidiary (the
"Fund") as of December 31, 2019, the related consolidated statement of operations for the year ended
December 31, 2019, the consolidated statement of changes in net assets for each of the two yearsin
the period ended December 31, 2019, including the related notes, and the consolidated financial
highlights for each of the five years in the period ended December 31, 2019 (collectively referred to
as the " consolidated financial statements”). In our opinion, the consolidated financial statements
present fairly, in al material respects, the financial position of the Fund as of December 31, 2019, the
results of their operations for the year then ended, the changes in their net assets for each of the two
years in the period ended December 31, 2019 and the financial highlights for each of the five yearsin
the period ended December 31, 2019 in conformity with accounting principles generally accepted in
the United States of America.

Basis for Opinion

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

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

Our audits included performing procedures to assess the risks of material misstatement of the
consolidated financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on atest basis, evidence regarding the
amounts and disclosures in the consolidated financial statements. Our audits also included evaluating
the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements. Our procedures included
confirmation of securities owned as of December 31, 2019 by correspondence with the custodian,
transfer agent and brokers; when replies were not received from brokers, we performed other auditing
procedures. We believe that our audits provide areasonable basis for our opinion.

PricewaterhouseCoopers LLP
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San Francisco, California
February 20, 2020

We have served as the auditor of one or more investment companies in the Franklin Templeton
Group of Funds since 1948.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Templeton Dragon Fund, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of assets and liabilities, including the
consolidated statement of investments, of Templeton Dragon Fund, Inc. and its subsidiary (the
"Fund") as of December 31, 2018, the related consolidated statement of operations for the year ended
December 31, 2018, the consolidated statement of changes in net assets for each of the two yearsin
the period ended December 31, 2018, including the related notes, and the consolidated financial
highlights for each of the five years in the period ended December 31, 2018 (collectively referred to
as the " consolidated financial statements”). In our opinion, the consolidated financial statements
present fairly, in al material respects, the consolidated financial position of the Fund as of December
31, 2018, the results of their operations for the year then ended, the changes in their net assets for
each of the two years in the period ended December 31, 2018 and the consolidated financial
highlights for each of the five years in the period ended December 31, 2018 in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

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

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

Our audits included performing procedures to assess the risks of material misstatement of the
financial statements, whether due to error or fraud, and performing procedures that respond to those
risks. Such procedures included examining, on atest basis, evidence regarding the amounts and
disclosures in the financial statements. Our audits also included evaluating

the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements. Our procedures included
confirmation of securities owned as of December 31, 2018 by correspondence with the custodian and
transfer agent. We believe that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

San Francisco, California
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February 15, 2019

We have served as the auditor of one or more investment companiesin the Franklin Templeton
Group of Funds since 1948.
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