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Profit attributable to owners of the Company was
RMB2,363 million, representing a decrease of 24.82%.

AT RRESZFARY 23.63RTT @ B2 24.82% °

Revenue

The revenue for the Period was approximately

RMB52,254 million,

representing a decrease of 2.41%.

KR Z WA B AR 52254 187T WD 2.41% °

Natural Gas Sales

Natural Gas Pipeline
ARREE

RARHEE »

The transmission volume of
the Group’s natural gas sales volume was Natural Gas Pipeline business was
16,072 million 27,866 million

cubic metres,

representing an increase of 27.61%.
RAARHE R 160.7218 L 5K  #I127.61% °

LNG Processing and Terminal Exploration
LNG 0 T EdfE and Production
Vi BhPREALE

LNG gasification and entrucking volume totally was

7,743 million
cubic metres,

representing a decrease of 18.02%.
INGRULEBEEH 77 43 B 5K « 52> 18.02% ©

cubic metres,

representing a decrease of 1.42%.
RAREEFEEHREB278.66 B 77K » HA1.42% o

The sales volume of crude oil in the
Exploration and Production business was

6.13 million barrels

representing a decrease of 9.85%.
BhERER A E XTSI E R M 61381 - M2 9.85% °



| am pleased to report the results of Kunlun Energy Company
Limited (the “Company”) and its subsidiaries (collectively, the
“Group”) for the six months ended 30 June 2020 (the “Period”) to
the shareholders on behalf of the board of directors.

BUSINESS REVIEW

During the Period, the sudden outbreak of the coronavirus
pandemic had a huge impact on the economy and the society of
the People’s Republic of China (the “PRC’). Thankfully, the PRC
government gave a strong response by taking decisive actions
and implementing scientific measures to prevent and control the
pandemic, thereby effectively containing the spread of the virus.
Also, the resumption of work and production have been promoted
in an orderly manner and the economy has been recovering
at a steady pace. In the second quarter of 2020, PRC’s GDP
achieved a year-on-year growth of 3.2%, returning to positive
territory from a decline of 6.8% in the first quarter. The national
production volume and the net imported volume of natural gas
in the first half of the year increased by 4.0% year-on-year, with
the growth rate picking up month by month. Affected by both
the drop in international oil prices and the coronavirus pandemic,
the performance of some of the Company’s business segments
in the first half of the year did not turn as good as expected, but
has begun to pick up momentum as the business environment
improves.

The Group was on a dual mission of preventing and controlling the
COVID-19 pandemic and ensuring operational development. With
its strong sense of responsibility for its shareholders, employees
and society, the Group made extra efforts and fulfilled its
responsibilities to facilitate the collective prevention and control of
the pandemic in its regions, thus ensuring zero cases of infection
in the production and office sites. Aided by a stable workforce, the
Group’s production and operation were smooth and steady in an
orderly manner. It also helped other gas-consuming companies
to resume work and production. It drew up a special plan for
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Chairman Statement
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ensuring the natural gas supply during the pandemic, and set up
an accelerated route for resource guarantee to ensure a stable
supply of gas for customers, including many designated medical
institutions, manufacturers of protective supplies and other
different entities across the country. In Hubei Province, the Group
coordinated the deployment of resources, strengthened safety
management and control, and provided 24-hour uninterrupted
service at its gas refilling stations to ensure the normal operation
of public transportation. It gave priority to the gas demand of
designated hospitals and key pharmaceutical companies in the
region, and completed efficiently the emergency pipe laying and
gas transmission works for Wuhan Huoshenshan, Shiyan, Xiantao
and other designated hospitals. It also managed to meet the
gas demand of 76 manufacturers of protective supplies, which
exceeded 240,000 cubic metres everyday. When the pandemic
was at its most severe stage, the Group went into communities
to provide users with top-up service to reduce the risk of infection
that could have been caused by payment in person at business
halls. A total of 114 communities were served, with 10,388 times
of service provided and 100,851 households covered.

The Group proactively adapted to the macro trend of the oil and
gas system reform in the country and seized opportunities that
is vital to the development of the industry during this strategic
period. It sought to exchange complementary advantages with
entities within the industry in both upstream and downstream
and strengthen cooperation with them. The Group adhered
to high-quality development, actively carried out special
projects to improve the quality and efficiency of its operation,
to minimize the impact caused by the pandemic and the sharp
drop in international oil price with dozens of strong initiatives,
including enhancement through optimization, cost reduction and
enhancement of operational efficiency. The Group vigorously
developed end-user projects, such as urban gas, and users.
[t's natural gas sales scale continued to expand, the LPG sales
structure continued to be optimised, and the expansion projects
of the LNG terminals and other projects progressed as scheduled.
The Group adhered to green and low-carbon development,
strengthened the establishment of its ESG system, and won the
“Asia Power Sector for 2020 — Best ESG” award issued by the
Institutional Investor.

KUNLUN ENERGY COMPANY LIMITED
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During the Period, the Group recorded revenue of RMB52,254
million, representing a decrease of RMB1,289 million or 2.41%
compared with the revenue for the same period of last year; profit
before income tax was RMB6,131 million, representing a decrease
of RMB1,542 million or 20.10% compared with the profit before
income tax for the same period of last year; the profit attributable
to owners of the Company was RMB2,363 million, representing a
decrease of RMB780 million or 24.82% compared with the profit
attributable to owners of the Company for the same period of last
year. Earnings per share (basic) was RMB27.29 cents. Excluding
the impairment loss on accounts receivable and exchange loss,
the core profit attributable to owners of the Company and core
earnings per share (basic) was RMB2,625 million and RMB30.32
cents respectively, representing a decrease of 18.53% and
23.97% respectively when compared with the same period of last
year.

NATURAL GAS SALES

The Group took full advantage of integrated operation brought
by the optimization and adjustment of the natural gas sales
management system of its parent company, adopted the
strengthening and expansion of its end-user business as its core
strategy, and increased its efforts to develop the end-user market,
with breakthroughs achieved in some key projects. It promoted
the construction of joint oil and gas stations in cooperation
with refined oil selling companies under PetroChina Company
Limited (“PetroChina”), and 13 out of 100 oil and gas stations in
Sichuan was put into operation with sales exceeding 40 million
cubic meters during the Period. During the Period, the Company
developed a total of 31 new projects in 20 provinces, autonomous
regions and municipalities, including 26 projects which were
acquired through mergers and acquisitions or newly developed
and are mainly located in Hubei, Shandong, Jiangsu, Anhui and
Jiangxi provinces, and 5 projects which the Company has equity
interest in. During the Period, the Group had 373 city gas projects,
located in 31 provinces, municipalities and autonomous regions
across the country.
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During the Period, total natural gas sales volume was 16,072
million cubic metres, representing a year-on-year increase of
27.61%, of which the retail gas sales volume was 10,018 million
cubic metres, representing a year-on-year increase of 20.30%.
During the Period, the number of new users amounted to
288,800, including 287,400 new residential users and 1,431 new
industrial and commercial users; the cumulative number of users
reached 11,565,700.

During the Period, the Natural Gas Sales business recorded
revenue of RMB43,338 million, representing a year-on-year
decrease of 1.66%; profit before income tax was RMB2,364
million, representing a year-on-year decrease of 0.63%.

LNG PROCESSING AND TERMINAL

The Group ensured the safe and smooth production and
operation of the three LNG terminals in Jingtang, Jiangsu and
Dalian. As the Group overcame the impact of the pandemic
and resumed operation expeditiously, the expansion projects of
Jingtang LNG Terminal and Jiangsu LNG Terminal progressed
as scheduled. Utilising the value of the LNG business chain to
its full advantage, the Group actively promoted the integrated
development of its LNG business and greatly increased the sales
of its liquefied products in the transportation sector.

During the Period, affected by the pandemic and the domestic
economic downturn, LNG gasification and entrucking volume
of Jiangsu LNG Terminal, Jingtang LNG Terminal and Dalian
LNG Terminal under the Group amounted to 7,743 million cubic
metres in total, representing a year-on-year decrease of 18.02%;
the average terminal utilisation rate decreased 11.46 percentage
points. 14 LNG processing plants were put into operation and the
processing volume of LNG processing plants was 1,166 million
cubic metres, representing a year-on-year increase of 17.42%;
the production capacity was 44.15%, representing a year-on-year
increase of 0.25 percentage points.

During the Period, the LNG Processing and Terminal business
recorded revenue of RMB4,344 million, representing a year-on-
year decrease of 8.84%; profit before income tax was RMB1,371
million, representing a year-on-year decrease of 24.75%.
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NATURAL GAS PIPELINE

During the Period, PetroChina Beijing Gas Pipeline Co., Ltd.
continued to improve its safety management level, accelerated the
construction of interconnection projects and maintained the safe
and stable operation of its pipelines. As the Group adhered to its
strategy of driving end-user sales with the construction of branch
pipelines, the key branch projects during the Period were carried
out in an orderly manner. Projects including the Shidian branch in
Yunnan Province and the Yuelin branch in Hunan Province were
completed, and the branch projects in Chaozhou and Heihe were
progressing normally. The Hengyan branch in Hunan Province and
the Jinnan branch in Tianjin Province have already commenced
construction.

During the Period, the transmission volume amounted to 27,866
million cubic metres, representing a year-on-year decrease of
1.42%. The revenue of the Natural Gas Pipeline business reached
RMB5,330 million, representing a year-on-year increase of 2.52%;
profit before income tax was RMB3,004 million, representing a
year-on-year decrease of 5.71%.

EXPLORATION AND PRODUCTION

During the Period, as international crude oil price declined
significantly compared with the same period of last year, the
average realised crude oil selling price of the Group decreased
to US$40.31/barrel from US$56.01/barrel of the same period of
last year. During the Period, the sales volume of crude oil of the
Group was 6.13 million barrels, representing a decrease of 0.67
million barrels or 9.85% compared with the same period of last
year. Sales revenue of crude oil was RMB600 million, representing
a year-on-year decrease of 40.42%. Loss before income tax was
RMB175 million.
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BUSINESS PROSPECTS

The PRC government continues to uphold the “six stabilities”
and “six guarantees” as its core measures to coordinate the
prevention and control of the pandemic as well as economic and
social development. Sporadic outbreaks of COVID-19 have been
efficiently contained and the economic recovery measures have
achieved outstanding results. Organisations around the world
are optimistic about China’s economic development prospects.
Many of the domestic and overseas analytical institutions believe
that China’s economic resilience is strong, and the fundamentals
of its economy, showing an economic stability and long-term
development, remain unchanged. In the second half of the
year, the PRC government will continue to implement strategies
to expand its domestic demand, promote a higher level of
opening to the overseas market, accelerate the establishment
of a “dual circulation” development pattern in which domestic
economic cycle plays a leading role, continue to introduce tax
and fee reductions, release liquidity, and optimize the business
environment, which will be beneficial for the Group’s further
optimization of its business layout, market development, and
quality and efficiency improvement.

This year is the final year for the implementation of the “Three-Year
Action Plan for Defending the Blue Sky” (T i & KR &8 =17
&)t £l). All regions will strengthen the prevention and control of
air pollution in key regions while environmental protection policies
will continue to promote natural gas demand. New urbanization
will drive the growth of investment and consumption. According to
the “Notice on Accelerating the Work on Enhancing the Strengths
and Rectifying the Weaknesses of the County Urbanization” (B8
DR 5 R Sk #R{L A RE iRk 58 55 T8 T{ERYIBAN) promulgated by
The National Development and Reform Commission, it proposed
to improve gas storage facilities and gas pipeline networks,
accelerate the construction of local gas supply network and
develop Combined Heat and Power and clean energy to push
forward centralised heating. As China Oil & Gas Pipeline Network
Corporation (the “PipeChina”) has begun to operate, the process
of the natural gas market reform will be further accelerated. With
the expeditious interconnection of pipeline networks and the
further standardization of market order, the Group will enjoy better
opportunities for development and ampler market space.
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The Group is confident of seizing development opportunities
brought by the natural gas market reform. It will give full play
to its own advantages and commence practical cooperation
with different partners and different types of funds. It will also
continue to increase the scale of the end-user market, promote
the continual, rapid and healthy development of the natural gas
industry in the PRC, thereby providing cleaner and more efficient
energy for economic and social development as well as the
development of ecological civilization construction.

Fully expand the retail sales market scale. The Group will
perform cooperating targets optimization, adopt innovative
business model, integrate its in-depth market development
into local development planning and provincial network layout,
make full use of brand and peak-shaving advantages, pay close
attention to opportunities arising from the mixed reform of local
state-owned enterprises and actively promote cooperation
with different types of gas enterprises. Taking full advantage
of its competitive edge in integrated operation, the Group will
strengthen the existing market in order to expand sales, increase
sales volume and enhance efficiency. It will also strive to attract
customers with high quality for city gas and vehicle refilling,
and focus on enhancing sales performance in business areas
including industry and public utilities. The Group will continue to
push ahead the development of power generation and distributed
energy projects, and increase cooperation with various domestic
power companies based on the development trend of integrating
gas and electricity.

Enhance the planning and preparation and promote key
project constructions. The Group will review the advantages
and challenges it may face in the new market structure, new
trends and new changes and prepare the “14th Five-year”
development plan, so as to ensure the stable and high-quality
development of all businesses, with natural gas retail sales
business as the core. The Group will speed up the key project
constructions so as to ensure that the expansion work of Jingtang
LNG terminal and Jiangsu LNG terminal will be completed on
schedule, and it will also accelerate the construction of branch
pipelines including those in Chaozhou, Guandong and Hengyan,
Hunan to drive the growth of terminal sales.
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Accelerate the integrated development of LNG industrial
chain. The Group will implement regional business planning,
emphasize on the value creation process in terminal refilling,
conduct the unified resource procurement, unified logistics
distribution, and unified management standards, as well as
integrate and ensure smooth flows of the production, delivery,
sales, storage and trading segments, thus promoting its
integrated development. The Group will accelerate the business
development of LNG application in vehicles and ships, fully
implement the market development of LNG transportation
segment in pilot provinces, strengthen cooperation with major
LNG vehicle manufacturers, logistic companies and financial
corporates in the PRC, optimize business models, promote
industry-finance integration, as well as facilitate the promotion and
application of LNG vehicles and ships.

Promote the quality and efficiency enhancement of LPG
sales business. The Group will speed up the development of
retail sales business, expand the market and benefits of LPG sales
business, promote the pilot programs for industrial customers’
dual gas sources, small storage tanks and LPG distributed energy;,
continue promoting direct sales and distribution model, create
growth in end-user sales business, thereby achieving the increase
of sales and efficiency in retail sales. The Group will consolidate
LPG resource support, enhance the resource replacement and
coordination within the system, expand the import channels of
Kazakhstan LPG resources and increase the import scale of
Manzhouli, Russia.

Actively promote the development of new energy business
and non-gas layout. The Group actively developed new energy
business, participated in new business researches and project
implementation on areas such as “wind-gas complementation;
light-gas complementation; water-gas complementation”, and
facilitated in setting up the pilot demonstration project on the
integrated development of natural gas generator and new energy,
and the pilot demonstration project for hydrogen energy utilization.
The Group will also broaden the scale of non natural gas business,
explore customer demands, expand service connotation and
values, establish its own brand and standards to manifest specific
characteristics and strengths, form the synergetic development
layout of both natural gas and non-natural gas.
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The Group will continue to take its responsibility for its
shareholders, employees and society seriously, actively follow
the general trend of national oil and gas system reforms, seize
opportunities for high-quality development of the energy industry.
While providing safe and reliable gas supply as well as quality and
efficient customer services to different types of users, the Group
will help the government to achieve the targets of energy saving
and emission reduction and contribute to the construction of a
better PRC and strive to create more returns to shareholders.

INTERIM DIVIDEND

The Board does not recommend the declaration of interim
dividend for the Period.

ACKNOWLEDGEMENT
The Group relied on the steadfast support of all its customers,
business partners and shareholders and the dedicated efforts

of all employees. On behalf of the Board, | would like to extend
sincere thanks to them.

By order of the Board

Ling Xiao
Chairman

Hong Kong, 25 August 2020
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Kunlun Energy Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) continued to develop its
business in LNG Processing and Terminal and Natural Gas Sales
segments during the period ended 30 June 2020 (the “Period”).
Profit before income tax expense of the Group for the Period
was approximately RMB6,131 million, representing a decrease of
20.10% as compared with RMB7,673 million for the same period
of last year. Profit attributable to owners of the Company for the
Period was approximately RMB2,363 million, representing a
decrease of 24.82% as compared with RMB3,143 million for the
same period of last year.

Revenue

Revenue for the Period was approximately RMB52,254 million,
representing a decrease of 2.41% as compared with amount of
RMB53,543 million for the same period of last year. The decrease
was mainly due to the effect of COVID-19 and the decrease
of international crude oil price which lowered the revenue from
certain segments of the Company in various extent.

The Group’s revenue was mainly derived from the Natural Gas
Sales segment, LNG Processing and Terminal segment and
Natural Gas Pipeline segment, which in aggregate accounted
for 98.85% (same period of 2019: 98.12%) of the Group’s total
revenue amounting to approximately RMB51,654 million (same
period of 2019: RMB52,536 million).

Other gains, net

Other gains, net for the Period was approximately RMB257
million, representing an increase of 61.64% as compared with
amount of RMB159 million for the same period of last year. The
increase was mainly due to the increase in government grants
compared with the same period of last year.

Interest income

Interest income for the Period was approximately RMB159 million,
representing a decrease of 15.87% as compared with amount of
RMB189 million for the same period of last year. The decrease
was mainly due to the decrease in average balance of interest-
bearing amounts due from related parties.

Purchases, services and others

Purchases, services and others were approximately RMB39,275
million for the Period, representing a decrease of 0.22% as
compared with amount of RMB39,363 million for the same period
of last year. Purchases, services and others remained fairly stable
during the Period.
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Employee compensation costs

Employee compensation costs of the Group was approximately
RMB2,230 million for the Period, representing a decrease of 2.83%
as compared with amount of RMB2,295 million for the same
period of last year. Employee compensation costs remained fairly
stable during the Period.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation for the Period was
approximately RMB3,472 million, representing an increase of
10.78% as compared with amount of RMB3,134 million for the
same period of last year. This was mainly due to the increase in
property, plant and equipment transferred from construction in
progress at the end of last year.

Selling, general and administrative expenses

Selling, general and administrative expenses for the Period were
approximately RMB1,104 million, representing a decrease of
17.92% as compared with amount of RMB1,345 million for the
same period of last year. The decrease was mainly due to the
decrease in transportation expenses and royalty expenses.

Taxes other than income taxes

Taxes other than income taxes for the Period was approximately
RMB207 million, representing a decrease of 3.27% as compared
with amount of RMB214 million for the same period of last year.
Taxes other than income taxes remained fairly stable during the
Period.

Interest expenses

Interest expenses for the Period was approximately RMB525
million, representing a decrease of 6.75% as compared with
amount of RMB563 million for the same period of last year. The
decrease was mainly due to a lower average borrowing balance
during the Period.

Total interest expenses for the Period was approximately

RMB821 million of which RMB296 million was capitalised under
construction-in-progress.
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Share of profits less losses of associates

Share of profits less losses of associates for the Period was
approximately RMB205 million, representing a decrease of
60.58%, as compared with amount of RMB520 million for the
same period of last year. The decrease was mainly due to the
decrease in share of operating result from CNPC-Aktobemunaigas
Joint Stock Company (“Aktobe”) as a result of lower international
crude oil price during the Period.

Share of profits less losses of joint ventures

Share of profits less losses of joint ventures for the Period
decreased by 60.80% to approximately RMB69 million (same
period of 2019: RMB176 million). The decrease was mainly due
to the decrease in share of operating result from the Oman project
as a result of lower international crude oil price during the Period.

Profit before income tax expense

Profit before income tax expense for the Period was approximately
RMB6,131 million, representing a decrease of 20.10% as
compared with amount of RMB7,673 million for the same period
of last year.

Income tax expense

Income tax expense for the Period was approximately RMB1,939
million, representing a decrease of 19.34% as compared with
amount of RMB2,404 million for the same period of last year.
The effective tax rate (excluding joint ventures and associates) for
the Period decreased slightly to 33.11% (same period of 2019:
34.46%).
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Profit for the Period and profit attributable to owners of the
Company

The profit for the Period of the Group was approximately
RMB4,192 million, representing a decrease of 20.44% as
compared with amount of RMB5,269 million for the same period
of last year. The profit attributable to owners of the Company for
the Period was approximately RMB2,363 million, representing
a decrease of 24.82% as compared with amount of RMB3,143
million for the same period of last year.

LIQUIDITY AND CAPITAL RESOURCES

As at 30 June 2020, the carrying value of total assets of the
Group was approximately RMB151,480 million, representing
an increase of RMB3,583 million or 2.42% as compared with
RMB147,897 million as at 31 December 2019.

The gearing ratio of the Group was 31.13% as at 30 June 2020
compared with 30.72% as at 31 December 2019, representing
an increase of 0.41 percentage points. It is computed by dividing
the sum of interest-bearing borrowings (including convertible
bonds, if any) and lease liabilities of RMB35,906 million (31
December 2019: RMB35,117 million) by the sum of total equity,
interest-bearing borrowings (including convertible bonds, if any)
and lease liabilities of RMB115,348 million (31 December 2019:
RMB114,302 million).

As at 30 June 2020, the Group has total borrowings of
RMB35,298 million which will be repayable as follows:
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The cash and cash equivalents are held in RMB, US$, Hong Kong
dollars, Thai Bahts and Nuevos Soles.

The functional currency of the Company and most of its
subsidiaries is RMB and the Company and most of its subsidiaries
are exposed to the exchange gain/(loss) when the RMB is
appreciated/depreciated against other currencies.

During the Period, no share option (same period of 2019: none)
has been exercised by the senior executives of the Company as
all share options were lapsed.

As at 30 June 2020, the Group had net current liabilities of
RMB8,505 million. Notwithstanding the net current liabilities of
the Group at 30 June 2020, the Group’s consolidated interim
financial statements have been prepared on a going concern
basis because the directors of the Company (the “Directors”) are
of the opinion that the Group would have adequate funds to meet
its obligation, as and when they fall due, having regard to the
following:

(i) the Group has committed credit from China Petroleum

Finance Company Limited amounting to RMB26.0 billion,
of which RMB12.7 billion is undrawn as at 30 June 2020;

(i) the Group expects to generate operating cash inflows in
the future; and

(iii) the Directors consider that the Group could obtain
financing from various sources of funding.

Consequently, the consolidated interim financial statements have
been prepared on a going concern basis.

USE OF PROCEEDS
Interest Paid

The Group paid interest of RMB819 million (same period of 2019:
RMBB805 million) during the Period.

Dividend Paid

2019 final dividend of RMB26.3 cents per share amounting to
RMB2,277 million was distributed to owners subsequently on
24 July 2020. 2018 final dividend of RMB23.0 cents per share
amounting to RMB1,831 million was distributed to owners of the
Company on 28 June 2019.
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PLEDGE OF ASSETS

As at 30 June 2020, certain property, plant and equipment of the
Group amounting to RMB880 million (31 December 2019: RMB21
million) were pledged to banks for loan facilities granted to the
Group.

MATERIAL INVESTMENTS

Material investments of the Group are its investments in
associates and in joint ventures.

The Group’s major investment in associates are mainly in its
Exploration and Production segment. The Group has invested in
an associate, Aktobe, located in the Republic of Kazakhstan with
an effective equity interest of 15.072%.

There is no single material joint venture which significantly affects
the results and/or net assets of the Group.

EMPLOYEE

As at 30 June 2020, the Group had approximately 37,575
employees globally (excluding the employees under entrustment
contracts) (same period of 2019: 37,946 employees).
Remuneration package and benefits were determined in
accordance with market terms, industry practice as well as
the duties, performance, qualifications and experience of the
employees.

INTERIM DIVIDEND
The Board of Directors has resolved not to recommend the

payment of any interim dividend for the period ended 30 June
2020.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s shares during the Period.
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CORPORATE GOVERNANCE

The Company is committed to the maintenance of stringent
corporate governance practices and procedures with a view to
enhancing investor confidence and the Company’s accountability
and transparency. The Company strives to maintain high
corporate governance standard. The Board of Directors is of the
view that the Company has complied with all the code provisions
in the Code on Corporate Governance Practices during the
Period.

REVIEW OF INTERIM FINANCIAL INFORMATION

Pursuant to paragraph 46(6) of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”),
the Board of Directors of the Company wishes to confirm that
the Audit Committee of the Company has reviewed with the
management the accounting policies and standards adopted
by the Company and its subsidiaries and discussed the internal
control and financial reporting matters related to the preparation
of the unaudited interim financial report for the Period.

The unaudited consolidated interim financial information of the
Group for the Period has been reviewed by the Audit Committee
of the Company and has also been reviewed by the Company’s
auditor, KPMG, in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity issued by
the Hong Kong Institute of Certified Public Accountants, whose
unmodified review report is included in the interim report to be
sent to shareholders.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted written guidelines on terms no
less exacting than the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as its code of conduct regarding
directors’ securities transaction.

Specific enquiry has been made of all the directors and the

directors have confirmed that they have complied with the Model
Code throughout the period ended 30 June 2020.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Company, any of its subsidiaries, its fellow subsidiaries
or its holding companies was a party and in which a director of
the Company had a material interest, whether directly or indirectly,
subsisted at the end of the Period or at any time during the
Period.

DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2020, none of the directors or chief executives of
the Company has the interests or short positions in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities Future Ordinance (the “SFO”)) which (a) were required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which any such director and chief executive of the
Company is taken or deemed to have under such provisions of
the SFO); or which (b) were required to be entered into the register
maintained by the Company, pursuant to Section 352 of the SFO;
or which (c) were required to be notified to the Company and
the Stock Exchange, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the
Listing Rules.

At no time during the Period was the Company or any of its
subsidiaries, its fellow subsidiaries and its holding companies
a party to any arrangement to enable the directors and chief
executive of the Company (including their spouses and children
under 18 years of age) to hold any interests or short positions in
the shares or underlying shares in, or debentures of, the Company
or its associated corporations.

Ordinary shares of HK$0.01 each of the Company.
SHARE OPTIONS
During the Period, the Company does not have any outstanding

share options granted to the directors and employees of the
Company.
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SUBSTANTIAL SHAREHOLDERS’ INTEREST IN
SHARES

As at 30 June 2020, the register of substantial shareholders
maintained under section 336 of the SFO, showed that the
Company has been notified of the following interests, being 5%
or more of the Company’s issued share capital. These interests
are in addition to those disclosed above in respect of the directors

FERFR G 2 E
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3B IRMEAARRIFE < EEMRELMAR -
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and the chief executive of the Company.

Number of shares

2B Percentage of
Direct Indirect issued shares
interest interest EERITRG
Name z2%8 HiEER B BOL
PetroChina Hong Kong Ltd. RAEBBEBERAR
(“PetroChina Hong Kong”)® ([HEBEEDNO 4,708,302,133 (L) — 54.38%
PetroChina Company Limited B RAARIRD
(“PetroChina”)® BRAR]
(THBER®RO - 4,708,302,133 (L) 54.38%
Fairy King Investments Ltd. Fairy King Investments Ltd. 277,432,000 (L) — 3.20%
CNPC International Ltd. (“CNPCI”)? CNPC International Ltd.
(TCNPCI))®@ - 277,432,000 (L) 3.20%
China National Oil and Gas A HRAR IR
Exploration and Development FE/AA] ([CNODC])®
Corporation (CNODC)? ~ 277,432,000 (1) 3.20%
China National Petroleum FEABRARER AR
Corporation (“CNPC”)"@ (THEABEE]) P - 4,985,734,133 (L) 57.58%
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Notes:

(1)  PetroChina Hong Kong is wholly-owned by PetroChina, which is in
turn owned as to 80.80% by CNPC. Accordingly, CNPC is deemed
to have interest in the 4,708,302,133 (L) shares held by PetroChina
Hong Kong.

(2)  Based on the Disclosure of Interests Online (DION) System of the
Stock Exchange, Fairy King Investments Ltd. is a wholly-owned
subsidiary of CNPCI, which in turn is wholly-owned by CNODC,
which is in turn owned as to 100.00% by CNPC. Accordingly,
CNPC is deemed to have interest in the 277,432,000 (L) shares
held by Fairy King Investments Ltd..

Save as disclosed above, as at 30 June 2020, the directors and
the chief executive of the Company were not aware of any person
(other than a director or chief executive of the Company) who had
any interest or short position in the shares or underlying shares of
the Company which would fall to be disclosed to the Company
under Divisions 2 and 3 of Part XV of the SFO.

As at 30 June 2020, the Directors and the chief executive of the
Company were not aware of any person (other than a director or
chief executive of the Company) who was, directly or indirectly,
interested in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of any other member of the Group, or any options in
respect of such capital.

By the Order of the Board

Zhao Yongqi
Executive Director

Hong Kong, 25 August 2020
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Unaudited Consolidated Interim Statement of Comprehensive Income

AEBERGETFHEERER

TECTFRNA=THIERER

For the six months ended 30 June 2020 & %

Six months ended 30 June
BEAA=THILLAEA

2020 2019
ZE-EE —T-NEF
Note RMB miillion RMB million
B aE ARBEBEERT AREKEER
Revenue LN 4 52,254 53,543
Other gains, net Hipss - 558 5 257 159
Interest income FEUWA 159 189
Purchases, services and others R R R EM (39,275) (39,363)
Employee compensation costs EEMEKAR (2,230) (2,295)
Depreciation, depletion and amortisation E  BREREH (3,472) (3,134)
Selling, general and administrative expenses HE  —RUENEEER (1,104) (1,345)
Taxes other than income taxes BRETETLAINZ BB (207) (214)
Interest expenses FEZ N 6 (525) (563)
Share of profits less losses of: et FIRIEE
- Associates -BE AR 205 520
— Joint ventures -BEBhHE 69 176
Profit before income tax expense BRETBTRE A ANER 7 6,131 7,673
Income tax expense FSTER 8 (1,939) (2,404)
Profit for the period ZNHA 5 A 4,192 5,269
Other comprehensive income: Hitr 2wk :
ltem that will not be reclassified P EFHEEER
to profit or loss: 2B :
— Fair value (loss)/gain on other financial -HtemEEs A AFE
assets (non-recycling), net of tax (B18),/ W (R e =
Ba) - KRTIER (18) 92
ltems that may be reclassified subsequently HEgsshoEs
to profit or loss: BmIER ¢
— Exchange differences on translation of - BBERRE
financial statements, net of nil tax, of: BN ZR  HRTHIER
~ Subsidiaries NG 1 (66)
— Associates NG| (31) 10
— Joint ventures == 19 1
Other comprehensive income for REAE M2 mE kS
the period (29) 47
Total comprehensive income KA ZE K RETE
for the period 4,163 5,316
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Unaudited Consolidated Interim Statement of Comprehensive Income

&

ERFEeTHEZERER

For the six months ended 30 June 2020 2 —Z - ZF X A=+HIt~EA

Six months ended 30 June
BEAA=THILLAEA

2020 2019
ZE-EE —T-NEF
Note RMB miillion RMB million
BzE ARBEBEERT ARKEER
Profit for the period attributable to: AEA A AR R -
— Owners of the Company /N3] 2,363 3,143
— Non-controlling interests - FEE bR 1,829 2,126
4,192 5,269
Total comprehensive income for KEAELZE
the period attributable to: W s s .
- Owners of the Company - RABIRE 2,343 3,181
— Non-controlling interests - FEm M s 1,820 2,135
4,163 5,316
Earnings per share for profit attributable QBB RIEN
to owners of the Company Bz EREF 9
- Basic (RMB cent) -EXR(ARES) 27.29 38.90
- Diluted (RMB cent) -#E5(ARED) 27.29 36.85

The notes on pages 31 to 54 form part of this interim financial

report.
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Unaudited Consolidated Interim Statement of Financial Position

AEERGEEFHMBRAE

As at 30 June 2020 R—ZE-ZTE XA =+H

30 June 31 December
2020 2019
—ECEF —E-nEF
ANA=1H +—-—A=+—H
Note RMB million RMB million
B 5T AREEET AREBETT
Assets BE
Non-current assets FREEE
Property, plant and equipment YIZE - BB KR 11 105,946 105,776
Investments in associates REEE RN R ZI8E 12 5,802 5,712
Investments in joint ventures REBLEZIKE 13 3,255 3,203
Intangible and other non-current assets \|EREMIEREEE 14 2,653 2,190
Deferred tax assets REFIEE E 1,358 1,366
119,014 118,247
Current assets REEE
Inventories FE 1,489 1,398
Accounts receivable FEUT BR 5K 15 2,718 2,792
Prepaid expenses and AR EEmRBEE 7,561 6,820
other current assets
Cash and cash equivalents ReMREEEHEE 20,698 18,640
32,466 29,650
Total assets HEE 151,480 147,897
Equity e
Capital and reserves attributable to ARRA B R RE(L
owners of the Company B 7 K {48
Share capital % 16 71 71
Retained earnings BT AR 28,481 28,484
Other reserves H bkt 21,502 21,433
50,054 49,988
Non-controlling interests eI MRS 29,388 29,197
Total equity R 79,442 79,185
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Unaudited Consolidated Interim Statement of Financial Position

&

EREE PHYBARR R

As at 30 June 2020 R=—Z-ZFxA=+H

30 June 31 December
2020 2019
—EEHF —T-NF
ANA=tH +=H=+—H
Note RMB miillion RMB million
B 5T AREBER AREBETT
Liabilities =N
Current liabilities REaE
Accounts payable and accrued liabilities ERERERKRETAE 18 31,883 29,300
Income tax payable FER PTG AR 477 728
Other tax payable H AT 143 272
Short-term borrowings HHIEE 19 8,333 8,772
Lease liabilities HEaRE 135 225
40,971 39,297
Non-current liabilities FknBEE
Long-term borrowings REEE 19 26,965 25,727
Deferred tax liabilities BIEBIERE 1,772 1,697
Lease liabilities HEaRE 473 393
Other liabilities HEmBeE 1,857 1,598
31,067 29,415
Total liabilities #BEE 72,038 68,712
Total equity and liabilities ERREEAE 151,480 147,897
Net current liabilities REBEEFE 8,505 9,647
Total assets less current liabilities HWEERRBARE 110,509 108,600

The notes on pages 31 to 54 form part of this interim financial

report.
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Unaudited Consolidated Interim Statement of Changes in Equity

AEBERGETHEREH X

For the six months ended 30 June 2020 & Z —E-ZF XA =+HI/~EA

Attributable to owners of the Company

AAARFEN Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
Bx  RERAM  HeRG Nt FBEIMER  BHEE
Note RMB million  RMBmillion ~ RMB million  RMB million ~ RMB million ~ RMB million
izt ARMEER ARMEER ARMEER ARYEER ARMAEER ARYEER
Balances at 1 January 2019 R=F-nF-A-RER 66 25,362 17217 42,704 27,390 70,094
Proft for the period REREF = 3,143 = 3,143 2.1% 5,269
Other comprehensive income EhEEbE - - 3 3 9 47
Total comprehensive income TN ANGES
for the period - 3,143 38 3,181 2,135 5,316
Transfer between reserves FleHes - (79) 75 - - -
Final dividend for 2018 “2-\FRERS 10g) = (1,831) = (1,831) - (1,831)
lssue of share upon conversion of ~~ R BIAERRE(TR(
convertiole bonds 1 - 61 62 - 62
Dividend to non-controling B MR 2R B
interests - - - - (386) (386)
Capital contrioution from Al ER TR
non-controling interests - - - - 134 134
Acquistion from REEAE T G
non-controling interests - = - - (7 (7
1 (1906) 136 (1,769 (259) (2,028

Balances at 30 June 2019

RZB-NERAZTRER

66 26,599 17,451 44,116

29,266 73,382
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Unaudited Consolidated Interim Statement of Changes in Equity
AREERFAETHEREH K

For the six months ended 30 June 2020 2 —Z - ZF X A=+HIt~EA

Attributable to owners of the Company

AATRREL

Retained Other
earnings reserves
RERN  HURG
RMB million ~ RMB million
AR®EER ARMEER

Total
equity

ERaE
RMB million

AR¥EER

Balances at 1 January 2020

Profit for the period
QOther comprehensive income

Total comprehensive income
for the period

Transfer between reserves
Final dividend for 2019
Dividend to non-controlling
interests
Capital contribution from
non-controling interests
Acquisition from
non-controling interests
Disposal of subsidiaries
Acquisition of subsidliaries

Note
bt

RZB-BE-f-ALH

p iyl

A EmkE

TN ANGES

RlEmEk

“E-NERERE 10(0)

il vl i)
KRG RE TR
GEzEEE S

RENEAT
WENEAT

.2

2,03%)

198

2,363 -
- (20
2,363 20)
(69 8
27 -
(2,366) 8

Balances at 30 June 2020

R-B-2EXA=TRER

26,481 21,502

The notes on pages 31 to 54 form part of this interim financial

report.
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Unaudited Consolidated Interim Condensed Statement of Cash Flows

REEXRGRE P HIG A iﬁ%uma

For the six months ended 30 June 2020 & —Z - F X A=1+HIt/~EA

Six months ended 30 June
BEANA=1THIEAEA

2020 2019
—ECEHF —E-NEF
RMB million RMB million
ARBEERT ARKBET
Operating activities ‘@M}E B
Cash generated from operations REEBRE2HS 9,208 9,992
Tax paid [EANERE (2,117) (2,433)
Net cash generated from RETERFBZ
__Operating activities REFE 7091 7559
Investing activities KREES
Capital expenditure BEARRX (4,576) (4,980)
Other cash flows arising from KERBAEZ
investing activities HEMReRE 528 541
Net cash used in investing activities REERBfARERE (4,048 | (4,439)
Financing activities L& E B
Dividend paid to equity shareholders ERTAR Al SRR AR S
of the Company - (1,831)
Dividend paid to non-controlling interests E AT IR 1 2R AR B (528) (423)
Increase in borrowings EEZN 11,621 3,321
Repayments of borrowings BEEE (11,158) (5,939)
Other cash flows used in BEEETAZ
financing activities HEMIReRE (910) (822)
Net cash used in A& E B A A
B ZReR®E (75 ! (5,694
Net increase/(decrease) in cash BeEREESEEEH 2
and cash equivalents i, GRd) B5E 2,068 (2,574)
Cash and cash equivalents at 1 January R—A—HZBER
Re%EEE 18,640 20,474
Effect of foreign exchange rate changes [ER#E) o5& (10) (55)
Cash and cash equivalents at 30 June RAA=tHZ
BHENBEELEEER 20,698 17,845

The notes on pages 31 to 54 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

GENERAL INFORMATION

Kunlun Energy Company Limited (the “Company”) is incorporated
in Bermuda as an exempted company with limited liability and
its shares are listed on The Stock Exchange of Hong Kong
Limited. Its ultimate holding company is China National Petroleum
Corporation (“CNPC”) which is a company established in the
People’s Republic of China (the “PRC”). The immediate holding
company of the Company is PetroChina Hong Kong Limited,
which is a company incorporated in Hong Kong, and is in turn
wholly-owned by PetroChina Company Limited (“PetroChina”), a
subsidiary of CNPC. As at 30 June 2020, PetroChina indirectly
owned 54.38% (31 December 2019: 54.38%) equity interest in
the Company.

The address of the Company’s principal office and registered
office are 39/F, 118 Connaught Road West, Hong Kong and
Clarendon House, 2 Church Street, Hamilton HM11, Bermuda,
respectively.

The Company acts as an investment holding company. The
Company and its subsidiaries are collectively referred to as the
“Group”. The principal activities of its principal subsidiaries,
associates and joint ventures are the sales of natural gas,
liquefied natural gas (“LNG”) processing and terminal business,
transmission of natural gas in the PRC and the exploration and
production of crude oil and natural gas in the PRC, the Republic
of Kazakhstan, the Sultanate of Oman, the Republic of Peru, the
Kingdom of Thailand and the Republic of Azerbaijan.

BASIS OF PREPARATION

This interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), including compliance with Hong Kong
Accounting Standard (“HKAS”) 34, Interim financial reporting,
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). It was authorised for issue on 25 August 2020.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2019 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2020 annual financial statements.
Details of any changes in accounting policies are set out in Note 3.
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BASIS OF PREPARATION (CONTINUED)

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses
on a year to date basis. Actual results may differ from these
estimates.

This interim financial report contains condensed consolidated
interim financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2019 annual
financial statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards (“‘HKFRSs”).

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by
the HKICPA. KPMG’s independent review report to the Board of
Directors is included on pages 55 to 56.

As at 30 June 2020, the Group had net current liabilities of
RMB8,505 million. Notwithstanding the net current liabilities of
the Group at 30 June 2020, the Group’s consolidated interim
financial statements have been prepared on a going concern
basis because the directors of the Company (the “Directors”) are
of the opinion that the Group would have adequate funds to meet
its obligation, as and when they fall due, having regard to the
following:

(i) the Group has committed credit from China Petroleum
Finance Company Limited (“CP Finance®) amounting to
RMB26.0 billion, of which RMB12.7 billion is undrawn as
at 30 June 2020;

(i) the Group expects to generate operating cash inflows in
the future; and

(iii) the Directors consider that the Group could obtain
financing from various sources of funding.

Consequently, the consolidated interim financial statements have
been prepared on a going concern basis.

Notes to the Unaudited Interim Financial Report
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Notes to the Unaudited Interim Financial Report

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued following amendments to HKFRSs that
are first effective for the current accounting period of the Group.

o Amendments to HKFRS 3, Definition of a Business

° Amendments to HKFRS 9, HKAS 37 and HKFRS 7,
Interest Rate Benchmark Reform

° Amendments to HKAS 1 and HKAS 8, Definition of
Material

None of the developments have a material effect on how
the Group’s results and financial position for the current or
prior periods have been prepared or presented in this interim
financial report. The Group has not applied any new standard or
interpretation that is not yet effective for the current accounting
period.

REVENUE
Revenue mainly represents revenue from sales of natural gas,
LNG processing and terminal business, pipeline transmission of

natural gas and sales of crude ail.

Disaggregation of revenue from contracts with customers is
disclosed in Note 20.
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Six months ended 30 June
BZEAA=THLLAEAR

2020 2019
=i It S
RMB million RMB million

ARBEER ARBBET

Net exchange losses I 5 B85 58 (211) (49)
Rental income i O 32 21
Government grants R AT AR 183 82
Others EAh 253 105
257 159
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Notes to the Unaudited Interim Financial Report

REEZH AR EM

6 INTEREST EXPENSES 6 FEZH
Six months ended 30 June
BZAXA=tHILLAEA
2020 2019
—EEHF —E-NEF
RMB million RMB million
AREEHETT AREBHET
Interest expenses FEZH 821 877
Less: amounts capitalised B B bE5 (296) (314)
Total interest expenses 1R B 525 563
Amounts capitalised are borrowing costs that are attributable to BNt RREEETS KRG 2 EEMBANE
the construction of qualifying assets. The average interest rate BERA e BEZT-FTFA=FTHIAEAR -
used to capitalise such borrowing costs was 4.70% (six months EREHEEEXNAMAZFHFEFEE4.70%
ended 30 June 2019: 4.66%) per annum for the six months (BEZT—NFAA=THIEANEAR : 4.66%) -
ended 30 June 2020.
7 PROFIT BEFORE INCOME TAX EXPENSE 7 BRFRiSBiE AR
ltems charged in arriving at the profit before income tax expense BRPTSTE R AR EHRIATIAR ¢
include:
Six months ended 30 June
BEAXA=tHIEAEA
2020 2019
—E-%F —TNF
RMB million RMB million
AR¥EHET AREBET
Amortisation of intangible assets B EE 2B 39 29
Depreciation and depletion of LARIBER 2T E K iEFE
— owned property, plant and equpiment - BEME - BE K& 3,225 2,941
- right-of-use assets - FREEE 208 164
Cost of inventories recognised as expense R AR Z1FERKA 38,137 39,541
Impairment loss on accounts receivable JE U BR SR (B 5 18 69 43
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Notes to the Unaudited Interim Financial Report

INCOME TAX EXPENSE

REEZ A | E M

FiisBiER

Six months ended 30 June
BZAXA=1tHILAEA

2020 2019
—ECEF TECTF
RMB million RMB million
ARBEBET AREBET

Current tax BUEA T 18
-PRC - 1,842 1,977
— Overseas - g 14 185
1,856 2,162
Deferred tax EFER 8 83 242
1,939 2,404

Hong Kong Profits Tax has not been provided for as the Group
has no assessable profit for the six months ended 30 June 2020
(six months ended 30 June 2019: Nil).

In accordance with the relevant PRC income tax rules and
regulations, the PRC corporate income tax rate applicable to the
Group’s subsidiaries in the PRC is principally 25% (six months
ended 30 June 2019: 25%). The operations of the Group’s certain
regions in the PRC have qualified for certain tax incentives in the
form of a preferential income tax rates ranging from 15% to 20%
(six months ended 30 June 2019: 15% to 20%).

Income tax on overseas profits has been calculated on the
estimated assessable profit for the six months ended 30
June 2020 at the applicable rates of taxation prevailing in the
jurisdictions in which the Group operates.

— T TERHRE ERERARAA
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BEEZ-Z-NFRA=THIRER - &) -

RERETREAEREREEE  BRARAEE
RAEZNBRRAZHECEMBHMEEE
B5%(BE—E—NFNA=FTHLEAREA :
25%) o AEBIEREE TR 2 CERFEETH
BEBRGE  ZSEBUMSHBEREAER -
MBENRI5% E20% (B E=F—NF A
=+HIEANEA : 15%Z20%) °

BINENZFIBRERBE—_T_FFA A=T

B LA A A2 T EERTUR F R A S B & P
Kz EERER 2 BITERREE -

35



Notes to the Unaudited Interim Financial Report
REERPH B REME

9

36

@)

BASIC AND DILUTED EARNINGS PER SHARE 9 BikEAREERF
The calculation of basic earnings per share is based on @) FRERZNTIRIBEA R TR R ELARE
the Group’s profit attributable to owners of the Company B2 ufHARK2363EET(HE=
of approximately RMB2,363 million (six months ended T-NFHA=TH Jt/_\ﬂﬂ AR
30 June 2019: RMB3,143 million) and weighted average BIBBEET) ARBE_ZT -4 <A
number of ordinary shares in issue during the six months =T HIEREAREETERRINETS
ended 30 June 2020 of approximately 8,659 million HHABEOEBEBR(BEZF — ﬂiz\ﬂ
shares (six months ended 30 June 2019: 8,080 million =+ H1EAEA - 8,080 BEAR)FHE ©
shares).
Diluted earnings per share for the six months ended 30 (b) AR EETEEEE TSR - WEE
June 2020 is the same as the basic earning per share as ZEEFERAZTHIEANER 2 GRE
there were no potentially dilutive ordinary shares issued. SER A EGAREARZFFER -
Diluted earnings per share for the six months ended 30 MAERESFNTZEELRARE  BHEZ
June 2019 was calculated based on the Group’s profit Z—NFEARNA=ZTHIENER 2 GRES
attributable to owners of the Company of approximately BFTHR RSN BIRR B FE A A 5 B 2 Tl
RMB3,186 million and the weighted average number of HANR# 3,186 ﬁ%ﬁ&jﬁ\% AR N5
ordinary shares of approximately 8,645 million shares after 48,645 BBIETHE - FTEWT ¢
adjusting for the effect of convertible bonds, calculated as
follows:
(i) Profit attributable to owners of the i) RA TR REMG BT (#55)
Company (diluted)
Six months ended 30 June
BEAA=tTHLEREA
2020 2019
TECEF —E-hF
RMB million RMB million
AREBET AREBET
Profit attributable to owners — ZXA A] % R & 35 Fl
of the Company 2,363 3,143
After tax effect of effective B R A 2= 35 A e A (B 25 Y
interest on the liability BEFSHBRIETE
component of
convertible bonds - 43
Profit attributable to owners 27 BB SR FE (35 Fl) (35%)
of the Company (diluted) 2,363 3,186
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Notes to the Unaudited Interim Financial Report

9  BASIC AND DILUTED EARNINGS PER SHARE 9
(CONTINUED)

(b) (Continued)

(ii) Weighted average number of ordinary
shares (diluted)

REEZ A | E M

BiREFAREERT ()

(b)

(#8)

(i) EHBERNEFIH(EF)

Six months ended 30 June
HEAA=1tHIEAEAR

2020 2019
—EEF —E-NEF
million shares million shares
BER BER
Weighted average number of 1758 = B 89 E @A INAE 1928
ordinary shares at 30 June 8,659 8,080
Effect of conversion of AEEAE A B A
convertible bonds - 565
Weighted average number of 7758 =1 B 89 BAR i 1o 8 (%)
ordinary shares
(diluted) at 30 June 8,659 8,645
10 DIVIDENDS 10 B%
(@) Final dividend attributable to owners of the Company in (@) ARARBREE—ZT-—NFRBKRE A
respect of 2018 of RMB23.0 cents per share amounting to HiR230ARES 75'5 HEEHARKE

a total of approximately RMB1,831 million was approved
by the shareholders in the Annual General Meeting on 6
June 2019. The amount is based on approximately 8,080
million shares in issue as at 19 March 2019 which was
paid on 28 June 2019.

(b) Final dividend attributable to owners of the Company in
respect of 2019 of RMB26.3 cents per share amounting to
a total of approximately RMB2,277 million was approved
by the shareholders in the Annual General Meeting on 27
May 2020. The amount is based on approximately 8,659
million shares in issue as at 24 March 2020, which was
paid subsequently on 24 July 2020.

With reference to the Company’s announcement dated 8
June 2020, shareholders were given an option to receive
the dividend either in RMB or in HKD. The Directors do not
consider the derivative embedded in such arrangement to
have material impact to these interim financial statements.

— T TERHRE ERERARAA

1,831 B&EL  RRER=ZZ—NFRA
NBRTZBRRBFAG LHE - ZE8E
DER-ZZT—NF=A+NABETZY
8,080 BB MHTE - WER=T—A
FRNAZTN\BZ -

KRR REE TS —NFEREREA
Fk26.3ARE S ’E%Q%MAEM
2277BEITT REER=ZZT_ZFHA
ZHERRTZRRBAFREG LHOE - Z
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10

11

38

DIVIDENDS (CONTINUED)

(©

The Directors do not recommend a payment of an interim
dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: Nil).

PROPERTY, PLANT AND EQUIPMENT

(a)

(b)

Right-of-use assets

During the six months ended 30 June 2020, the Group
entered into a number of lease agreements for use of
leasehold land, and therefore recognised the additions to
right-of-use assets of RMB342 million.

The Group recognised depreciation charge of right-of-
use assets of RMB208 million during the period ended 30
June 2020 (six months ended 30 June 2019: RMB164
million).

Acquisitions and disposals of owned assets

During the six months ended 30 June 2020, the Group
acquired items of property, plant and equipment with a
cost of RMB3,579 million (six months ended 30 June
2019: RMB2,974 million). Items of property, plant and
equipment with a net book value of RMB286 million were
disposed of during the six months ended 30 June 2020 (six
months ended 30 June 2019: RMB181 million).

The Group recognised depreciation charge of owned
property, plant and equipment of RMB3,225 million during
the six months ended 30 June 2020 (six months ended
30 June 2019: 2,941 million).

10

11

£/

(a)

(b)

.

&)
EETEIREBE_T_TF A=+
BUEABERZzHHEE(BE_T—NF
NA=ZTHIEREAR - £) -

B Rk 1

EHEEE

KUNLUN ENERGY COMPANY LIMITED
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REEZ A | E M

12  INVESTMENTS IN ASSOCIATES 12 HREEATZEE
30 June 31 December
2020 2019
~NA=t+RH +=-—HA=1+—H
RMB million RMB million
AREEHET AREBHET
Share of net assets EIEEEFE 5,452 5,362
Goodwill EES 350 350
5,802 5,712
A A 5
13 INVESTMENTS IN JOINT VENTURES 13 REARRZEA

30 June 31 December
2020 2019
—E-EHF —E—NF
AA=t+H +ZA=+—H
RMB million RMB million
AREEHETRT AREBEET
Share of net assets EIEEEZE 3,214 3,163
Loans to joint ventures MEBELEER 41 40
3,255 3,203
As at 30 June 2020, included in loans to joint ventures is an R -_ZTEXA=tHRAELEEREEA

amount of RMB41 million (31 December 2019: RMB40 million) REMBBER(ZZE—NF+=ZA=1+—8:
which is unsecured, interest-free and repayable on demand. RE40EE8T) %o AEER  REREAER

EREE -

= BEREFRAERAT 39
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REERPH B REME

14 INTANGIBLE AND OTHER NON-CURRENT ASSETS 14 B REMIERENEE

30 June 31 December
2020 2019
—ECEE —E—hEF
~A=+H +=-—A=+—H
RMB million RMB million
AREBEET AREBHET
Intangible assets (note (i) EREE () 1,576 1,017
Prepaid construction costs ?EHLL%ZK 740 525
Loans to associates (note (i) mE A R B (BT EE (i) 66 360
Other financial assets ﬁﬁt@mﬂlé? 182 202
Others HAh 89 86
2,653 2,190

Note: IE
0] During the six months ended 30 June 2020, the Group acquired i) BHEZZT-TFA=1THILSER  K~&EH

certain subsidiaries. As at the date of the interim report, the
valuation of net identifiable assets acquired in connection with
these acquisitions has not been finalised. As at 30 June 2020, the
balance included identifiable intangible assets of RMB597 million
(31 December 2019: Nil) which is determined on a provisional
basis subject to the final valuation.

(ii) Loans to associates are unsecured, interest-bearing ranging from

3.91% to 4.35% per annum (31 December 2019: 4.28% to 4.35%)
and repayable after one year.

ACCOUNTS RECEIVABLE

As of the end of the reporting period, the ageing analysis of

EWBETHBAR - RPHMmSAH - EH%
% e BB A B 2 AT A RS A B R R R AR
ReRE_ZFRA=1H BrtATFHES
BIVAEZHBARESTTBEEST(ZT—NF
TZA=1T—R &) HIRREEREE - AR
REGEERE -

i) ABEADNERABER  BFEHNENT
&m%i4%%nff NE+ZA=+—H:
4.28% % 4.35%) 7T B R AN —FREE -

15  FEURERER
BEREHR  BURERK (IR EEEG) REE

accounts receivable, based on the invoice date and net of loss BHEAZ BREE DATEOT -
allowance, is as follows:

30 June 31 December
2020 2019
“ECEF —T-hF
~NA=tH +=-—A=+—H
RMB million RMB million
ARBEET ARBEETT
Within 3 months ={EAR 1,856 2,284
Between 3 to 6 months —@EAENEAA 287 78
Over 6 months NMEA M E 575 430
2,718 2,792

The Group’s revenue from rendering of terminal and pipeline
services and sales of crude oil are generally collectable within a
period ranging from 30 to 90 days from the invoice date while the
sales of natural gas are made in cash or on credit terms no more
than 90 days.

KUNLUN ENERGY COMPANY LIMITED

AER [E A SRR Wk & B B AR S DA K SR § B Y
WA —Re A 3522 B HARB AT 30 H 2 90 H #ffE k=] -
MHERARURE I FREEH BB R
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16 SHARE CAPITAL 16 17N
Number of Nominal value
ordinary of ordinary
shares shares
EEREAE ZEREE
million HK$ million
BER BEER
Authorised: SERE
Ordinary shares of HK$0.01 each AR EE0.01,87T.2 ZiER
At 1 January 2019, R=ZZE—NF—HA—A8-
30 June 2019, —ZE-NFAA=1+H"
31 December 2019, —E-nFt+=-A=+—H"
1 January 2020 and —E-EF-A—HRK
30 June 2020 —E-EFXA=1H 16,000 160

Number of Nominal value

ordinary of ordinary
shares shares
ZEREE EEREE
million RMB million

BER ARBEER

Issued and fully paid: BT B
Ordinary shares of HK$0.01 each FAREI(E 0.01 BT .2 ZiER
At 1 January 2019 RZZE—NE—HA—H 8,072 65
Issue of shares upon conversion PRI AT S B AR R B TAR (D (MIRE)

of convertible bond (note) 11 1
At 30 June 2019 and RZZE—NFAA=THR

1 July 2019 —ET-hFtHA—H 8,083 66
Issue of shares upon conversion B A] SR E AR TR G (MIRE)

of convertible bond (note) 576 5
At 31 December 2019, RZZE—-NFE+=A=+—8 -

1 January 2020 and —ECTF-A—HRK

30 June 2020 —E-TFXA=T+H 8,659 71
Note:  During the six months ended 30 June 2019, 10,571,182 ordinary fek: BE=ZFT-—NAFAAA=ZTHLEA~EAR:

shares were issued upon conversion of convertible bonds. The
Group’s share capital increased by HK$105,712 (approximately
RMB90,680) accordingly and such amount was presented as
RMB1 million in the table above as the balance as at 30 June
2019 therein is rounded to the nearest million.

During the six months ended 31 December 2019, 575,669,721
ordinary shares were issued upon conversion of convertible
bonds and the Group’s capital increased by HK$5,756,697
(approximately RMB5,062,410) accordingly. The amounts
presented in the table above are rounded for presentation of
balance as at 31 December 2019.

TEHHHRE ERERARARA

10,571,182 i I AR B mA 80 ] B R B 5 I 5%
1T o AEBE ZBRAF MmN 105,712 37T (KA
R#¥90,6807T) * MZzeER EXREFNAARKE
1BET  RRAR-ZE—NWEAB=1+HE2%&
HREMNBAAZSEOIZESE -

BE-_Z—AFEt+-_A=+—BI~EA "
575,669,721 B& & @ AR B 1A BE A AT S (B 5 A5 3
TMASEZRARE % 5,756,697 A7t (49
ARHS5,062,4107T) - RN ERZFNZEEER
E2IR_ZE-NE+-_A=+—RBz&HMmN
BHEA -
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17

42

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a)

Financial assets measured at fair value
Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three-
level fair value hierarchy as defined in HKFRS 13, Fair
value measurement. The level into which a fair value
measurement is classified is determined with reference to
the observability and significance of the inputs used in the
valuation technique as follows:

= Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at
the measurement date.

- Level 2 valuations: Fair value measured using Level
2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable
inputs. Unobservable inputs are inputs for which
market data are not available.

- Level 3 valuations: Fair value measured using
significant unobservable inputs.

17 SRITEAFEE

@ BLAVEAEZESHMEE
RFEER

TEREVNAEESMIAZATE %%
SRTANBEMRIZEEEERESE
WA BRREETEREENE135E [A2F
B E | FRREZ =B AFESZER - 852
FEAEDHZERIESEM T HET
EREBEZIBRERERERETE

- B RMHE EERE-BBAK
5 (BDRSt B AR S AE R A
ERTS 2 R EHERE) SR
AT -

= F_MEE: ERAE-RBAK
E(BIREEZEIF QA ERE
ABIE) BX REREBRTAIEE
BABURRTE 2 RFE - MBS
BABR AR AL 28 AR
i o

= FRMEE  FREATUBRS
ABIEAEZ R TE -
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17 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(a)

(b)

Financial assets measured at fair value
(Continued)

REEZ A | E M

17 2T AAFEITE(E)

(a)

BRATVEFEBZERMEE ()

Fair value hierarchy (Continued) RFEZR (&)
Fair value at Fair value measurements as at Fair value at Fair value measurements as at
30 June 30 June 2020 categorised into 31 December 31 December 2019 categorised into
2020 Level 1 Level 2 Level 3 2019 Level 1 Level 2 Level3
22 R-8-8F/A=1A ey k2 RIE-NETZA=T-A
ARt WATETEIEA T2A=1+-A WATETEAEA
PANT -4 %24 PN £ 2R 20
RMB milion ~ RMBmilion ~ RMBmilion ~ RMB million RMB milion RMB milion RMB milion RMB milion
AEBEEL ARMEER ARWEER ARKEER AREEEm ARMEERL ARMEET AREEET
Recurring fair value BERAVEGE
measurements
Other financial assets HpemgE
- Listed -t 182 182 - 202 202 - -

During the six months ended 30 June 2020 and 2019,
there were no transfers between Level 1 and Level 2, or
transfers into or out of Level 3. The Group’s policy is to
recognise transfers between levels of fair value hierarchy
as at the end of the reporting period in which they occur.

Information about fair value measurements

As at the date of the consolidated interim statement of
financial position, all the listed equity securities are stated
at fair values, which have been determined by reference to
bid prices quoted in the respective stock exchanges.

Fair value of financial assets and liabilities
carried at other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost as of 30 June 2020 and
31 December 2019 are not materially different from their
fair values.

— T TERHRE ERERARAA

(b)

BE_ZZFR_T-NFAA=TH
WEARER  BE—RRFE-_RzBELEE
B ZEARNSBHEE=F - AEEZ
BRI B LB - REHRERS AT
BEARIRRI 2 PR -

EBAFEIEZEN

RiZEPBMPBRARAY  MELTZ
BARE R ATFEIE - g2 ES
RARRER R P EABMETE °

RATEMUNGIES SHEER B E
HATE

RCB-_ZBEAA=TER-_ZT-NF
TZA=1+—B  NEERRAREHK
AErEZERTAZERmEREEAEY
BERER -
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BEA% P I B B R o B R

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

18 EfIRMRRETAaR

30 June 31 December

2020 2019

—EEHF —T-hF

AA=+H +ZH=+—H

RMB million RMB million

ARBBEER AREEET

Accounts payable FETBR IR 3,101 2,214

Contract liabilities aHaE 8,687 9,800

Salaries and welfare payable JEfSE & KT 563 342

Accrued expenses FERT RS 243 16

Dividends payable FERTRR S 4,903 1,116

Interest payable FERTFILE 124 144
Construction fee and equipment JETERR B AR AR

cost payables 8,670 10,079

Amounts due to related parties FETRAIE H F0E

— Non-controlling interests — FEESIM R 1 1

— Others — HAh 158 380

Other payables H Ao pE 008 5,433 5,208

31,883 29,300

KUNLUN ENERGY COMPANY LIMITED

Interim Report 2020
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Notes to the Unaudited Interim Financial Report
REERPE B REME

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 18

(CONTINUED)

As of the end of the reporting period, the ageing analysis of

FERRRER R BT B 1R ()

BEREHR  BNRFZEZAH KRBT

accounts payable, based on the invoice date, is as follows: W
30 June 31 December
2020 2019
TECEF —E-hF
AA=tH +=ZA=+—H
RMB million RMB million
ARMEBET AREBHET
Within 3 months =EAR 2,206 1,620
Between 3 to 6 months =EA=ENEAA 188 81
Over 6 months NEA M L 707 513
3,101 2,214
BORROWINGS 19 {EE
30 June 31 December
2020 2019
—EC-EF —ZT—NF
NA=+R +=-A=+—H
RMB million RMB million
ARBEHET AREBETT
Short-term borrowings — secured (note) HAEE - G () - 24
Short-term borrowings — unsecured WHEEE - SR 7,635 3,540
Current portion of long-term borrowings RHEEE ZBNEAE 5 698 5,208
8,333 8,772
Long-term borrowings — secured (note) RHEEE - G3H (fisE) 794 =
Long-term borrowings — unsecured REEE - S 26,869 30,935
Less: Current portion of long-term A REEE ZBNEIE 5
borrowings (698) (5,208)
26,965 25,727
35,298 34,499
Note:  As at 30 June 2020, certain property, plant and equipment of the Wi RIZE-_TFEAA=1+H AEEETHE -

Group amounting to RMB880 miillion (31 December 2019: RMB21
million) were pledged to banks for loan facilities granted to the

Group.

EmERERAR

BERERBARKBOAET(ZE—NF+=
A=+—H: AR¥2188T) Bt A%

EZESRRBERTIRT o
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19

46

BORROWINGS (CONTINUED) 19 (BE(E)
As at 30 June 2020 and 31 December 2019, the borrowings of RZE_TFA=+AER=ZFE—hF+=A

the Group were repayable as follows:

=t+—R  AREZERARIATEE

Bank loans Loans other than bank loans
RITER MREBITERUIZER

30 June 31 December 30 June 31 December
2020 2019 2020 2019
b S 223 —TNEF b St 553 —ENF
AA=+H +=ZA=+—H AA=tHB +=ZA=+—H
RMB million RMB million RMB million RMB million
ARMEETRT AREBET AR¥BEET ARKEBETT
Within one year —FRN 2,626 3,609 5,707 5,163
Between one to two years —EWE 408 346 3,401 1,968
Between two to five years kS 3,026 1,975 13,177 15,101
After five years FEMNE 3,217 2,653 3,736 3,684
9,277 8,583 26,021 25,916

As at 30 June 2020, included in the loans other than bank
loans were unsecured borrowings from CP Finance and a fellow

subsidiary, which bore interest ranging from 1.13% to 4.75% per
annum (31 December 2019: 2.00% to 4.95% per annum). During
the six months ended 30 June 2020, the Group issued super

short-term commercial papers of RMB1,000 million and medium-
term notes of RMB1,000 million, which bore interest of 1.80%
and 2.43% per annum, respectively. As at 30 June 2020, loans

other than bank loans also included senior notes issued by the
Company of RMB3,511 million (31 December 2019: RMB6,943

million), which bore interest of 3.75% per annum.

R-ZZEZZTHEAA=1H BETEZTUINE
RREHAMB R —HRRMBARIZEE
REERREZRFEFNENF113%ZEL75% (ZF
—NE+=ZA=+—8: EFRNF2.00% =
4.95%) T8 - BEZE-TEXA=+HIENE
A AEEEEHTEEERES AR1,0008
BETLURFHERAREK1,00088T ' H5lE
FHFEA1.80% K2.43%51E c RZZEZZTF KA
=10 RRITEFUINERBIERA A R E
TREEEEAARESSITABT(ZE—HLF
+=—A=+—8: AR¥G6943EET) ' EFF
L 3.75% 5T 8. °
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SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker
which is determined as the Executive Directors of the Company.

The Group organises its business around products and services.
From the products and services perspective, the Group is
engaged in a broad range of petroleum related activities and
derives its revenue from its four operating segments: Natural Gas
Sales, LNG Processing and Terminal, Natural Gas Pipeline and
Exploration and Production.

The Natural Gas Sales segment is engaged in the wholesales
and retail sales of various natural gas and LPG products. LNG
Processing and Terminal segment is engaged in the processing,
unloading, storing, gasification and entrucking of LNG. Natural
Gas Pipeline segment is engaged in the transmission of natural
gas through pipeline. The Exploration and Production segment is
engaged in the exploration, development, production and sales of
crude oil and natural gas.

The Executive Directors assess the performance of the operating
segments based on each segment’s profit/(loss) before income
tax expense, share of profits less losses of associates and joint
ventures (“segment results”).

Segment assets exclude deferred and current taxes, other
financial assets, investments in associates and joint ventures, all
of which are managed on a central basis.

Corporate income and expenses, net, mainly refers to interest
income earned from cash and cash equivalents, net exchange
gains/losses, general and administrative expenses and interest
expenses incurred at corporate level.

Corporate assets mainly comprise cash and cash equivalents held
at corporate level.

—TERHRE ERERERAE

REEZ A | E M

RREH

LERMRCERTARAEIELERRERHEZ
NEBREER 2 AR RRMITERRE °

AEBRE @ ERBABEET - sLER KRS
M5 AREEZEE-ZINAMBEER  H
WA B I E & EREE - RARHEE - LNGIIT
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RARBERBUEHFEREERARKZLPGZ
TEEmM o LNG I TR ERBIEE LNG T
HE - f#F fEREE - RAREBERBHRE
HREBRARARER - BIREEERIBNE
ol RRAR IR - FEE - FEMHE -

HITESRESRBZBMERER « BHEBE
RAIRAELE 2B FREBEINERN, (BE8) T
EEERRZ RN (RBEE D) ©

RAREETBRECRNAHRE  HieHmE
E REBEARRAEELEZRE AU ERIE
BERPER

AR FREIERR SRR S EEHAB AR
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Notes to the Unaudited Interim Financial Report
REERPH B REME

20 SEGMENT INFORMATION (CONTINUED) 20 tRIREE(E)
Neither the Group’s revenue is derived from nor the Group’s REBZWAWIERBEARRRIAEN - MAER
non-current assets are located in the place of domicile of the ZIEMENE B IR IERL AN A BIFRAEMD ©
Company.
For the six months ended 30 June 2020, revenue of approximately HEZTZZFA=TAHLEANEAR - WAKA
RMB9,736 million (six months ended 30 June 2019: RMB10,172 REgremETL(BE_E—NFA=+THL
million) is derived from one (six months ended 30 June 2019: one) ~NMEA : AR101728E ) WRE — % (BE
customer with whom transactions have exceeded 10% of the ZE-NFARNAZTHEIEANER  —R)RF M
Group’s revenues. The revenue is attributable to the Natural Gas HE 7 RSAREERAZ10% A E - WAKRE
Sales, LNG Processing and Terminal, Natural Gas Pipeline and RARIEE - INGINTEFE - RAREENK
Exploration and Production segments. EHPREL A EEIR IR o
21  COMMITMENTS 21 EKiE
Capital commitments BARAIE
30 June 31 December
2020 2019
—E-%F —TNF
~NA=+H +=—A=+—H
RMB million RMB million
AREEHETT AREBET
Contracted but not provided for: ERTAERELEE
— Qil field development costs - mAREER - 151
— Other property, - HMy% - B RE&E
plant and equipment 874 896
874 1,047
Authorised but not contracted for: BHUEERTH :
— Qil field development costs - HAREER 243 453
— Other property, - HM¥% - 5 RE&E
plant and equipment 440 877
683 1,330
22  RELATED PARTY TRANSACTIONS 22 FEHFXS
CNPC, the controlling shareholder of the Company, is a state- FRABER (RAREERER) ARFBRBNFE
controlled enterprise directly controlled by the PRC government. Bt 2 BERE - FEBNAEARRZREE
The PRC government is the ultimate controlling party of the B - BlEs BEPEEREE REMB AR (5
Company. Related parties include CNPC and its subsidiaries M ABEE]) - B BEBUTES - Rk E
(together, the “CNPC Group”), other state-owned enterprises and MEAFE 2 EMBAECERFEEZHWBAR
their subsidiaries which the PRC government has control, joint ERFAS Epe szt - KENEHISITEEATE
control or significant influence over, the entities which the Group is 21 ARRERFEABEREZEEEEAS
able to control, jointly control or exercise significant influence over, REEZERREKE - k—BEBZERKE
key management personnel of the Company and CNPC and their Nl (BEEz—H5) ASE 2B ARRMEE
close family members and any entity, of any member of a group of 2EEABRY ©
which it is a part, provides key management personnel services to
the Group’s parent.
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Notes to the Unaudited Interim Financial Report

RELATED PARTY TRANSACTIONS (CONTINUED)

In addition to the related party information shown elsewhere in the

interim financial report, the following is a summary of significant

related party transactions entered into in the ordinary course of
business between the Group and its related parties during the
period and balances arising from related party transactions at the
end of the period indicated below:

(@)

Transactions with the CNPC Group, associates
and joint ventures

The Group has extensive transactions with other
companies in the CNPC Group. Due to these relationships,
it is possible that the terms of the transactions between
the Group and other members of the CNPC Group are
not the same as those that would result from transactions
with other related parties or wholly unrelated parties.

The principal related party transactions with the CNPC
Group and associates and joint ventures of the Group
which were carried out in the ordinary course of business,
are as follows:

(i) The Group entered into (i) the Leng Jiapu Contract
with the CNPC Group in 1997 and (i) certain
supplemental agreements, including a sixth
supplemental agreement on 29 November 2017
for connected transactions for the three years
ending 31 December 2020, for the purpose
of renewing the terms of the previously signed
master agreement and supplemental agreements.

BERERAR
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REEZ A | E M

FAEH X5 (&)

SRR B REEMEOIREZREETER
Sh» REBEEREDNARAR —REBHE

WNRI 2 ERBEN R G RARBEN R FELE
et

(@) EBEFHEE- BEQXRARSELEZ
x5

AREBRPMEBEMBKE RAREREZH

RHMEBHE - ARILEFRBE - AKE

B & B A AR B A R 2 Y32 5 165K

Tﬁ%iﬁﬁfﬁ?ﬁ@ﬁﬁ%ﬁ*ﬁ%@)\iZFﬁE@
SIERBPANR e

HERRRBERAEBEZBERRNAED
ENT2RETRZ N B BEBBESD
AT WFHIAT ¢

i) REFE)NR —NNEFHEPHE
BN AREAR K (i)E T/t
mE(BER=_TE—tF+—H
ZThHEBEBE—Z_TF =
A=1T—BL=AFEHEEIX S

FAMMITHE) - KB RAIR
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Notes to the Unaudited Interim Financial Report
REERPH B REME
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52

RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with the CNPC Group, associates
and joint ventures (Continued)

(i

(Continued)

Under the Leng Jiapu Contract and the master

agreement, a framework for a range of products

and services to be procured from the CNPC

Group to the Group and vice versa including oil

and gas products, general products and services,

financial services and rental services is provided.

Provision of products by the CNPC Group
to the Group amounted to approximately
RMB27,599 million (six months ended 30
June 2019: RMB15,491 million) for the six
months ended 30 June 2020.

Provision of services by the CNPC Group
to the Group amounted to approximately
RMB2,017 million (six months ended 30
June 2019: RMB2,082 million) for the six
months ended 30 June 2020.

Provision of products by the Group to the
CNPC Group amounted to approximately
RMB2,036 million (six months ended 30
June 2019: RMB2,112 million) for the six
months ended 30 June 2020.

Provision of services by the Group to the
CNPC Group amounted to approximately
RMB7,700 million (six months ended 30
June 2019: RMB8,060 million), which
mainly includes natural gas pipeline
transmission services and LNG gasification
and unloading services provided by the
Group, for the six months ended 30 June
2020.

FEH X5 (&)

EAhEER  BELARREGELEZ
x5 (&)

[0} (%)

BREBEZRESRERERS  BHRE
7 5K 8 [ R el SR R ER A LA S R
S B R AN 55 B BR A 1 2 o S BR 7S
#HE - BREMREmR - —REMML
BT ~ SRR MR E R o

= HE-_Z_TFA=1+H
LENER - FmEEm RS
ERMHEmAARE27,599
AET(HE_Z—NLEAX
A=1+HIEREAR : AR

i —

15,491 B&ETT) °

= HE_Z-_FTF A=
BIEANEAR - FhEER
REBREREHARE
201 7TE B L(HBZEZEZZ
—hERNA=1HINHE
A AR¥2,0828ET) °

= BE-_ZT-_ZTF A=+
BIEAEA - NEB RS
MEEREBEERHDARE
206B B L(HBHE-E
—hWEXNA=Z+TBELIENE

B AR 112BETT) ©

= HEZZT-TFA=1
BIEAR@EA - AEERF
HMEERERBTOAR
77008 B L( & E =
E—AFNRNA=ZFTHILER
@A ARMS8,060E &
7)) EZREAEERM
B R A BB B R RIS &
LNG Rk K AR T o
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Notes to the Unaudited Interim Financial Report

REEZ A | E M

22  RELATED PARTY TRANSACTIONS (CONTINUED) 22 FAEHRS(E)
(@) Transactions with the CNPC Group, associates (@ HPHEE BELATAREELEZ
and joint ventures (Continued) x5 (#&)

(ii) The Group has entered into agreements for (ii) AEBET ek - MASER T
the sales of natural gas with certain associates ERNAIREECEHERAR R
and joint ventures of the Group amounting to HE_Z-_TFH= %EIJJ:/\1I
approximately RMB645 million (six months ended R AARE6ASBETL(BE
30 June 2019: RMB630 million) for the six months E—NEXNAZTHIENEA - /\
ended 30 June 2020. R¥630EET) °
The above transactions in (i) and (i) constituted bt () R () B2 R SIRE LR A
connected transactions in accordance with FUAEEKRER S -

Chapter 14A of the Listing Rules.

(iil As at 30 June 2020 and 31 December 2019, (iii) R-ZE-_ZFNA=+HEKZ
amounts due from and to the CNPC Group, —NWFE+-_A=+—H8" JEH&&JE
associates and joint ventures of the Group, FFHHEE - AEEZBE AR
which are unsecured and interest-free except REEBELEZFIE(BREER - BEX
borrowings, loans to an associate, loans to joint T E AR ERTRERE
ventures and lease liabilities, are included in the RBEE&EN) Eyﬁﬁ?@&%% :
following accounts captions and summarised as Bt A TS E5E B A
follows: N

30 June 31 December
2020 2019
—E-EF —E-NF
ANA=+HB +=—A=+—H
RMB million RMB million
ARBBEER ARBEBET
Intangible and other B\ R EMIERB B E
non-current assets 140 422
Accounts receivable FEUBR R 830 1,020
Prepaid expenses TR R E MR E &
and other current assets 1,534 519
Accounts payable EERR K IETAE
and accrued liabilities 8,413 5,746
Borrowings BE 19,275 18,713
Lease liabilities HEAE 45 40
“T_TFFHHRE BERERERAHE 53



Notes to the Unaudited Interim Financial Report
REERPH B REME

22  RELATED PARTY TRANSACTIONS (CONTINUED) 22 RBIEFARS(E)
(b) Key management compensation b) FEEEEZME

Six months ended 30 June

BEAA=tTHILAER

2020 2019
—ECEF —E-hF
RMB million RMB million

ARBEER ARBBEST

Salaries and allowances e ke 3 3
Retirement benefits — defined RIKE - REHKETE

contribution scheme - -

3 &
(c)  Transactions with other state-controlled entities (c) EHEFEHMEEEREZXS
in the PRC
Apart from the aforementioned transactions with the bR SR HER  BEARIREE
CNPC Group, associates and joint ventures, the Group BEIZRGIN AEBEHEEMHEGER 2
has transactions with other state-controlled entities RBEERNRR) ()HERBEERR
include but not limited to (i) sales and purchases of goods R (VEEEBE: (VAEEE: &iv)
and services; (i) purchases of assets; (iii) lease of assets; RITIFRREE -
and (iv) bank deposits and borrowings.
These transactions are conducted in the ordinary course FZERGIIEAREE 2 BB EBHETT ©
of the Group’s business.
23  IMPACTS OF COVID-19 PANDEMIC 23 HEMREEE
The COVID-19 pandemic since early 2020 has brought about R ARIBEAE S _TFVUARAAREE 2 &
additional uncertainties in the Group’s operating environment and BIRBERBINMBEBPEER - UHEAEEH &
has impacted the Group’s operations and financial position. BERPTEARMN
The Group has been closely monitoring the impact of the AEE - BERYERRBEERIASEEL 27
developments on the Group’s business and has put in place 2 WERIRESEERE ASBEBEZREER
contingency measures. The Group will keep the contingency BEEITIREE -

measures under review as the situation evolves.
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TO THE BOARD OF DIRECTORS OF KUNLUN ENERGY
COMPANY LIMITED
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
24 to 54 which comprises the consolidated interim statement
of financial position of Kunlun Energy Company Limited (the
“Company”) as at 30 June 2020 and the consolidated interim
statement of comprehensive income, the consolidated interim
statement of changes in equity and the consolidated interim
condensed statement of cash flows for the six month period then
ended and explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to be in compliance
with the relevant provisions thereof and Hong Kong Accounting
Standard 34, Interim financial reporting, issued by the Hong
Kong Institute of Certified Public Accountants. The directors are
responsible for the preparation and presentation of the interim
financial report in accordance with Hong Kong Accounting
Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor of
the entity, issued by the Hong Kong Institute of Certified Public
Accountants. A review of the interim financial report consists of
making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

— T TERHRE ERERARAA

Review Report
ERHEH

HERERERARESS
(RAREEMRZANERAE)
1

HPMEEHMIIHNE24E54EERERBR A A
([ERR DT RFBRS - PR HRE R
R-Z-TFERA=THENGEEPHMBIRR R
BEZALEANEABRNGEFHEEKER A
ERHREEHRNGESTHEARSRER @ )
NEMHERE - (BEMEXIMBERAFES
ERRADRE - AP MM B RERBLBTEE
BARANEEGRXARBTE ST AERANKE
BERTERDE AN [FHYFHE | - EFEAR
RIBCEBEFHERDE 34 5745 5L N 51| ¥R HARA 75 4
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Review Report
EHARE

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30 June
2020 is not prepared, in all material respects, in accordance with
Hong Kong Accounting Standard 34, Interim financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

25 August 2020
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