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Profit attributable to owners of the Company
was RMB3,092 million, representing an increase of 21.35%.
Rpa R REAERARE 30.92 F7T » &0 21.35% °

REVENUE
A

The revenue for the Period
was approximately

RMB49,593
million

representing an increase of 21.77% . The
increase was mainly due to the expansion of
natural gas business.
REIN 2 WAL S AR 495.93 87T -
BIN21.77% BT ER
BN RAREBERTE

Exploration and Production

HBEREEEE

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

6.61 million barrels
iR EA EEKEERM661 8@

Natural Gas Pipeline
RAREE

The transmission volume of Natural
Gas Pipeline business was

26,268 million
cubic metres.

representing an increase of
6,108 million cubic metres
RAREEEB R R E/5262.68FIL 5K -
#h061.08 B 5K

LNG Processing and Terminal

LNG fn T Edf%E

The sales volume of LNG Processing
and Terminal was

10,057 million
cubic metres.

representing an increase of
3,829 million cubic metres
LNG pnTE (@ HE = 100.57 B 753K -
#EIN38.29 837 5K

Natural Gas Sales
RARHE
the Group’s natural gas and LPG sales volume were

10,467 million cubic metres
and 3.48 million tonnes

representing an increase of 1,643 million cubic metres and 0.26 million tonne
RARK LPGHHE S 104.67 I 5K % 348 BM - 570 16.43 {832 50K [ 26 B




Chairman Statement
FERE

BUSINESS REVIEW

| am pleased to report the results of Kunlun Energy Company
Limited (the “Company”) and its subsidiaries (together, the “Group”)
for the six months ended 30 June 2018 (the “Period”) to the
shareholders on behalf of the Board of Directors (the “Board”).

During the Period, the PRC’s GDP has recorded a growth
rate of 6.8% compared with same period for last year, and
the macro economy has registered a stable performance with
good momentum for growth. With the further implementation of
national environmental protection policy and measure, the national
production volume and the net imported volume of natural gas
during the Period increased by 17.5% compared with the same
period of last year, maintaining double-digit growth. The Company
seeks to integrate various beneficial elements and resources to
give full play to the advantages of assets and business structure,
which has resulted in synergistic effect and better operation
results than expected. During the Period, Exploration and
Production, LNG Processing and Terminal and Natural Gas Sales
recorded growth on varying extents, which offset the negative
impact of Natural Gas Pipeline business due to the decrease of
transmission price.

During the Period, the Group recorded revenue of RMB49,593
million, representing an increase of RMB8,867 million or 21.77%
compared with the restated revenue for the same period of last
year; profit before income tax expense was RMB7,231 million,
representing an increase of RMB843 million or 13.20% compared
with the restated profit before income tax expense for the same
period of last year; profit attributable to owners of the Company
was RMB3,092 million, representing an increase of RMB544
million or 21.35% compared with the restated profit attributable to
owners of the Company for the same period of last year.

EXPLORATION AND PRODUCTION

During the Period, the sales volume of crude oil in the Exploration
and Production business was 6.61 million barrels, representing
an increase of 0.26 million barrels or 4.09% compared with 6.35
million barrels for the same period of last year. Revenue from
sales of crude oil was RMB942 million, representing an increase
of RMB208 million or 28.34% compared with the same period
of last year. During the Period, as international crude oil price
recovered from the same period of last year, the average realised
crude oil selling price of the Group increased to US$57.88/barrel
or 27.07% from US$45.55/barrel during the same period of last
year. Profit before income tax was RMB674 million, representing
an increase of RMB258 million or 62.02% from RMB416 million
for the same period of last year.

ETERA

AANERKRERERARAR(ARRDES=S
TEFg)RASURRBEARARENRB LG
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Chairman Statement
FERE

NATURAL GAS SALES

During the Period, Natural Gas Sales volume recorded 10,467
million cubic metres, representing an increase of 1,643 million
cubic metres or 18.62% compared with 8,824 million cubic
metres for the same period of last year. Revenue was RMB40,865
million, representing an increase of RMB8,540 million or 26.42%
compared with RMB32,325 million for the same period of last
year. Profit before income tax for the Period was RMB2,333
million, representing an increase of RMB1,304 million or 126.72 %
compared with RMB1,029 million for the same period of last year.

In terms of city gas, sales volume recorded 7,186 million cubic
metres after the active promotion of the quality of the products,
an increase of 29.86% compared with the same period of last
year which reflected the improvement in the quality and quantity
of the sales. The Group has committed to the construction of
branch pipelines to drive the sales to end user, and promoted the
key projects in an orderly manner. The construction of 4 branch
pipelines including Tengchong have been completed, 4 branch
pipelines such as Miluo — Quyuan are under finishing stage, and
6 branch pipelines like Chuxiong-Panzhihua have been under
further construction as planned. The Group has signed 11 project
cooperation agreements with the markets along the Sino-Russian
Eastern Natural Gas Pipeline.

The Group speeded up the development of the natural gas
generator and distributed energy business. Zhoukou Power
Plant Unit 1 entered the commissioning stage for production,
and Zengcheng Power Plant was constructed as planned. It
has signed cooperation framework agreements for 16 projects
including Nantong Power Plant, and completed the feasibility
review for 5 projects including Zhenjiang Power Plant.

Since the Group seized the market opportunity from the stable
macroeconomy and recovery of international oil price with the
expansion of the scope of imported resources and optimised
sales structure, the LPG business recorded sales volume of 3.48
million tonnes for the Period, representing an increase of 8.19%
compared with the same period of last year, including an increase
of 33.2% in the sales to end user.
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Chairman Statement
FERE

LNG PROCESSING AND TERMINAL

The LNG terminal loading and unloading capacity of the Group
accounted for more than one-third of the domestic capacity and
its LNG processing capacity accounted for more than one-quarter
of the domestic capacity, forming a complete LNG industrial
chain from loading and unloading, gasification and entrucking,
processing and storage, vehicle and ship refilling. During the
Period, the Group recorded sales volume of LNG Processing and
Terminal of 10,057 million cubic metres, representing an increase
of 3,829 million cubic metres or 61.48% as compared with 6,228
million cubic metres (restated) for the same period of last year.
Revenue for the Period was RMB4,044 million, representing
an increase of RMB1,267 million or 45.62% as compared with
RMB2,777 million (restated) for the same period of last year.
Profit before income tax for the Period was RMB1,726 million,
representing an increase of RMB1,111 million or 180.65% as
compared with RMB615 million (restated) for the same period of
last year.

During the Period, LNG gasification volume of Jiangsu LNG
Terminal, Jingtang LNG Terminal and Dalian LNG Terminal under
the Group amounted to 8,313 million cubic metres, representing
an increase of 3,598 million cubic metres or 76.31% as compared
with 4,715 million cubic metres (restated) for the same period of
last year. LNG entrucking volume amounted to 1,126 million cubic
metres, representing an increase of 118 million cubic metres or
11.71% as compared with 1,008 million cubic metres (restated)
for the same period of last year, and the utilisation rate of the LNG
Terminal increased by 29.7% to 70.4%. The emergency buffer
storage project of Jingtang LNG Terminal, which was officially
started and the expansion project of Jiangsu LNG Terminal,
which entered the construction project tendering stage and were
expected to commence operation in 2020 and 2021 respectively.

The processing volume of LNG processing plant was 618 million
cubic metres, representing an increase of 112 million cubic metres
or 22.13% as compared with 506 million cubic metres for the
same period of last year. During the Period, 12 LNG processing
plants were put into operation. Leverage on the construction of
LNG processing plants network, the construction plan for LNG
storage facilities for buffer storage will be completed. At the same
time, the Group will actively prepare for the launch of natural gas
engine fuel vehicles and related forums to promote the application
of LNG in the transportation field through China-Kazakhstan-
Russia highway.

LNG hn T EdfkiE
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Chairman Statement
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NATURAL GAS PIPELINE

During the Period, benefiting from official operation of the
No.4 Shaanxi-Beijing Pipeline at the end of 2017, Natural Gas
Pipeline transmission volume was 26,268 million cubic metres,
representing an increase of 6,108 million cubic metres or 30.30%
as compared with 20,160 million cubic metres for the same period
of last year. Revenue reached RMB5,051 million, representing
a decrease of RMB1,145 million or 18.48% as compared with
RMB6,196 million for the same period of last year. Profit before
income tax was RMB2,783 million, representing a decrease of
RMB1,669 million or 37.49% as compared with RMB4,452 million
for the same period of last year. During the Period, PetroChina
Beijing Gas Pipeline Co., Limited continued to improve its
safety management level and accelerated the construction of
interconnection projects with safety and stability operation.

BUSINESS PROSPECTS

According to the national energy development plan, in PRC,
proportion of natural gas in the primary energy consumption
structure will strive to reach 10% in 2020. The International
Energy Agency predicts that PRC will become one of the main
drivers of the natural gas market in the next five years and will
account for 37% of natural gas consumption growth in the
world. Domestically, the natural gas industry will continue to
develop rapidly. In the first half of the year, the departments of
the state published relevant documents, including a Circular
on Straightening the Gas Station Price of Natural Gas Used for
Residential Purpose ((FREIEERARPIVHERAEL))
and Opinions on Accelerating the Construction of Gas Storage
Facilities and Improving the Market Mechanism of Gas Storage
and Peaking Auxiliary Services (BRI R EERM T

EFERFABHRET HSEFIANER)) to further promote the
marketization reform of natural gas. At the same time, the “Three-
Year Action Plan for Defending the Blue Sky” was implemented,
and the growth space for natural gas was further expanded. The
Ministry of Transport issued the “Administrative Regulations on the
Safety Supervision of Hazardous Goods Shipment” and published
the “Opinions on Further Advancing the Application of LNG in the
Waterborne Transportation Industry (Draft for Comment)”, which
specified the policy for application of natural gas in the waterborne
traffic, thus greatly promoting the “Gasification of Yangtze River”
of the Group and offshore LNG utilisation. The above macro
environment is significantly beneficial to the development of the
Group.
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Chairman Statement
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At the same time, with the strong support of Petrochina Company
Limited (“PetroChina”), the terminal utilization business scale has
been continuously expanded after 10 year’s development. In
the context of the nation’s deepening of the oil and gas system
reform, the utilization link has become the key to improve the
quality and efficiency of PetroChina gas sales business and
accelerating the creation of “golden terminal”. The Group has
the confidence and ability to grasp development opportunities to
transform the favorable internal and external environment into a
development advantage of becoming larger, stronger and better,
optimise the development structure, focus on the main business
and comprehensively develop and expand the natural gas
utilisation business.

Promote increase in both sales volume and efficiency of
city gas. The Group will strengthen communication with its parent
company, realise the synergy effect in all aspects. It will accelerate
the operation of new projects and the orderly development of
stock market, expand the development of high-quality users in
residential, industrial and public service sectors, increase effort to
rationalise the price. The Group will also vigorously increase the
sale income, reduce the expenditures and increase efficiency, in
order to increase the profitability of the natural gas sales.

Promote efficient development of LNG business. The
Group will aggressively contract LNG emergency buffer storage
project in the Jingtang LNG Terminal and the Jiangsu LNG
Terminal expansion project. It will actively promote the integrated
implementation of LNG business, and further improve the loading
and unloading capacity of LNG terminal. It will improve the
capacity of the LNG processing plants, strive to put the Taian
plant into operation during the year; endeavour to incorporate the
existing qualified LNG processing plant into national and regional
emergency buffer storage system, actively implement the LNG
buffer storage plan.

Advance the construction of key strategic branch pipelines
in an orderly manner. It will advance the construction of 3
branch pipelines, including Honghe, Duyun-Kaili, Changsha-
Yiyang (Phase Il), complete 11 branch pipelines of Chupan,
Wachang, Lianxin, Yuelin, Taihe and Tengchong by the end of the
year and start construction of Chaozhou, Jieyang Pipeline and
branch pipeline project of Zengcheng Power Plant. In terms of the
new branch pipeline, the Group will insist on market development
and strive to synchronise production with downstream users.
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Accelerate development planning for natural gas generator
and distributed energy projects. It will give full play to the
overall synergy of PetroChina, attach importance to the scale
benefits, accelerate the preliminary work of the projects, promote
cooperation with major power energy companies and focus on
the implementation of 8 projects including Zhenjiang Jiangsu,
Langfang Hebei and Xiegang Guangdong.

Continue to promote the transformation and upgrading
of LPG sales. The Group will expand resource channels,
consolidate business scale, make innovations in mechanism to
promote terminal project development and strengthen marketing
management to continuously improve economic efficiency. It
will intensify cooperation with refining and chemical enterprises,
speed up the transformation from single purchase and sales to
multi-variety procurement and sales.

The Group is confident to grasp the opportunities and challenges
of development, and will give full play to the advantages of
industrial structure, adhere to the concept of green development,
achieve its coordinated development with PetroChina’s natural
gas business, and play an active role in the construction of
ecological civilization and the promotion of clean and low-carbon
development in the economy and society. In addition, the Group
will continue to integrate its business in order to enhance its
asset efficiency-creating capabilities and continuously enhance its
corporate value to bring more returns to its shareholders.

INTERIM DIVIDEND

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

By order of the Board

Ling Xiao
Chairman

Hong Kong, 28 August 2018
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Management Discussion and Analysis

B EsTRE ST

Kunlun Energy Company Limited business in (the “Company”) and
its subsidiaries (together, the “Group”) continued to develop its
business in LNG Processing and Terminal and Natural Gas Sales
segment which recorded growth on varying extents during the
period ended 30 June 2018 (the “Period”). Profit before income
tax expense of the Group for the Period was approximately
RMB7,231 million, representing an increase of 13.20% as
compared with RMB6,388 million (restated) for the last period.
Profit attributable to owners of the Company for the Period was
approximately RMB3,092 million, representing an increase of
21.35% as compared with RMB2,548 million (restated) for the last
period.

Revenue

Revenue for the Period was approximately RMB49,593 million,
representing an increase of 21.77% as compared with amount of
RMB40,726 million (restated) for the last period. The increase was
mainly due to the expansion of natural gas business.

Revenue mostly from the Natural Gas Sales, LNG Processing and
Terminal and Natural Gas Pipeline accounted for 98.10% (same
period of 2017 restated: 98.20%) of the Group’s total revenue
amounting to approximately RMB48,651 million (same period of
2017 restated: RMB39,992 million).

Other gains, net

Other gains, net for the Period was approximately RMB106
million, representing a decrease of 81.44% as compared with
amount of RMB571 million (restated) for the last period. The
decrease was mainly due to depreciation of RMB against US$
during the Period.

Interest income

Interest income for the Period was approximately RMB107 million,
representing a decrease of 18.32% as compared with amount of
RMB131 million (restated) for the last period. The decrease was
mainly due to the decrease in average balance of amounts due
from related parties which were interest-bearing.

Purchases, services and others

Purchases, services and others were approximately RMB36,223
million for the Period, representing an increase of 27.77% as
compared with amount of RMB28,351 million (restated) for
the last period. The increase was mainly due to the increase in
purchase volume of natural gas which was generally in line with
the increase in sales of natural gas business.
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Employee compensation costs

Employee compensation costs of the Group was approximately
RMB1,957 million for the Period, representing an increase of
5.56% as compared with amount of RMB1,854 million (restated)
for the last period. This increase was mainly due to the increase in
the number of headcount.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation for the Period was
approximately RMB3,061 million, representing an increase of
8.82% as compared with amount of RMB2,813 million (restated)
for the last period. This was mainly due to the increase in property,
plant and equipment transferred from construction in progress
during the Period.

Impairment loss on property, plant and equipment

No impairment loss on property, plant and equipment was
recognised for the Period, representing a decrease of 100% as
compared with amount of RMB100 million (restated) for the last
period. This decrease was mainly due to the recoverable amount
of property, plant and equipment was higher than the carrying
amount.

Selling, general and administrative expenses

Selling, general and administrative expenses for the Period
were approximately RMB1,188 million, representing a decrease
of 29.70% as compared with amount of RMB1,690 million
(restated) for the last period. The decrease in selling, general
and administrative expenses was mainly due to the decrease in
impairment loss on accounts receivable.

Taxes other than income taxes

Taxes other than income taxes for the Period was approximately
RMB204 million, representing a decrease of 5.56% as compared
with amount of RMB216 million (restated) for the last period. The
decrease was mainly due to the decrease in VAT paid in the PRC.
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Interest expenses

Interest expenses for the Period was approximately RMB575
million, representing an increase of 8.49% as compared with
amount of RMB530 million (restated) for the last period. The
increase was mainly due to the increase in borrowings during the
Period.

Total interest expenses for the Period was approximately
RMB807 million of which RMB232 million was capitalised under
construction-in-progress.

Share of profits less losses of associates

Share of profits less losses of associates for the Period was
approximately RMB564 million, representing an increase of
40.30%, as compared with amount of RMB402 million (restated)
for the last period. The increase was mainly due to the increase
in realised crude oil selling price during the Period that in turn
led to the increase in the shared operating result from CNPC-
Aktobemunaigas Joint Stock Company (“Aktobe”).

Share of profits less losses of joint ventures

Share of profits less losses of joint ventures for the Period
decreased by 38.39% to approximately RMB69 million (same
period of 2017 restated: RMB112 million). The decrease was
mainly due to the decrease in sale volume of crude oil in Oman
project during the Period.

Profit before income tax expense

Profit before income tax expense for the Period was approximately
RMB7,231 million, representing an increase of 13.20% as
compared with amount of RMB6,388 million (restated) for the last
period.

Income tax expense

Income tax expense for the Period was approximately RMB2,191
million, representing an increase of 11.39% as compared with
amount of RMB1,967 million (restated) for the last period. The
effective tax rate (excluding joint ventures and associates) for
the Period decreased slightly to 33.21% (same period of 2017
restated: 33.49%).
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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
RMB5,040 million, representing an increase of 14.00% as
compared with amount of RMB4,421 million (restated) for the
last period. The profit attributable to owners of the Company for
the Period was approximately RMB3,092 million, representing
an increase of 21.35% as compared with amount of RMB2,548
million (restated) for the last period.

Liquidity and capital resources

As at 30 June 2018, the carrying value of total assets of the Group
was approximately RMB134,768 million, representing a decrease
of RMB5,790 million or 4.12% as compared with RMB140,558
million as at 31 December 2017.

As at 30 June 2018, the Group has total borrowings of
RMB35,357 million which will be repayable as follows:

RERER R AR D TR R EGER

AEBZAHRNBFOBARKES5040BE T
LLEFRBEEAREI41IBET(ES)ES
14.00% ° 22 5] I 3R R 1k AR B i A 40 A A R
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(FE%))#IN21.35% °
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5790 B8 IT34.12% °
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35,357 A& LRI TMER ¢

31 December

2017

2018 +—A=+—H

—E-N\F —E—+F

RMB’million RMB’million

ARBBEERT ARKBET

Note 19

BtsE 19

Within one year —%FR 8,369 11,805
Between one to two years —EMF 13,393 4,431
Between two to five years MERF 8,922 20,410
After five years RFEMRE 4,673 4,455
35,357 41,101

The carrying amounts of the borrowings are denominated in RMB,
US$, Hong Kong dollars, Japanese yen and Euro.

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 2017: none)
has been exercised by the senior executives of the Company as
all share options were lapsed.
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As at 30 June 2018, the Group had net current liabilities of
RMB5,309 million. Notwithstanding the net current liabilities of
the Group at 30 June 2018, 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 RMB15 billion, of
which RMB3.6 billion is undrawn as at 30 June 2018;

(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
Use of Net Proceeds from Issuance of Convertible Bonds

Reference is made to the Company’s announcements dated 14
July 2016 and 25 July 2016 in relation to, among other things,
the issuance of RMB3,350 million in aggregate principal amount
of 1.625% US$ settled convertible bonds due 2019 (stock code:
5690) (the “Convertible Bonds”) (the “CB Announcements”).
Consistent with the intended use as disclosed in the CB
Announcements, the Company has utilised all of the net proceeds
from the issuance of the Convertible Bonds of approximately
US$497 million for the payment for the acquisition of PetroChina
Kunlun Gas Company Limited (“Kunlun Gas”). As of 30 June
2017, the net proceeds from the issuance of Convertible Bonds
have been fully utilised.

Interest Paid

The Group paid interest of RMB1,001 million (same period of
2017 restated: RMB717 million) during the Period.
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Dividend Paid

2017 final dividend of RMB21.0 cents per share amounting to
RMB1,742 million (2017: 2016 final dividend of RMB6.5 cents per
share amounting to RMB522 million) was distributed to owners of
the Company during the Period.

PLEDGE OF ASSETS

As at 30 June 2018 and 31 December 2017, no short-term
or long-term borrowings were secured by property, plant and
equipment or advance operating lease payment.

NEW INVESTMENT IN MAJOR PROJECTS

Kunlun Gas, a wholly-owned subsidiary of the Company,
entered into acquisition agreement dated 28 September 2017
with PetroChina Company Limited (“PetroChina”), pursuant to
which PetroChina has conditionally agreed to sell and Kunlun
Gas has conditionally agreed to purchase 51% equity interest
in PetroChina Jingtang LNG Co., Ltd (“Jingtang Co.”) at a
consideration of approximately RMB1,547 million subject to
adjustment on gain or loss of Jingtang Co. during the transition
period, as defined in the acquisition agreement. This acquisition
will help the Group avoid the horizontal competition between the
Group and PetroChina, which will generate synergies among the
Group’s businesses, enhance operational efficiency and increase
market competitiveness. In the fourth quarter of 2017, Kunlun
Gas obtained all the necessary approvals of the government
authorities of the acquisition and Jingtang Co. has become a non-
wholly-owned subsidiary of the Company upon the completion
of acquisition. The final consideration was RMB1,906 million,
including the gains during the transition period amounting to
approximately RMB359 million.

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

EMPLOYEE

As at 30 June 2018, the Group had approximately 38,608
employees globally (excluding the employees under entrustment
contracts) (same period of 2017 restated: 35,136 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
2018.

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.

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.
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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 2018.

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.
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DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2018, the interests or short positions of the
directors and chief executive of the Company 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 are set out below.

Ordinary shares of HK$0.01 each of the Company.
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Percentage of

Number of Capacity and issued shares

shares nature of interests HERITREZ

Name ®H ROEE SO REREME Bok
Li Kwok Sing Aubrey (Note) 2 (KI3E) 1,000,000 Beneficial owner 0.012%

Note: The interests held by Mr Li Kwok Sing Aubrey represent long
position in the shares of the Company.

Share options are granted to directors and chief executive under
the executive share option scheme approved by the Board of
Directors on 3 June 2002 (“2002 Share Option Scheme”) and it
expired on 2 June 2012. Details of the outstanding shares options
granted under the 2002 Share Option Scheme not yet exercised
are set out in the section headed “Share Options” of this report.

Save as disclosed above, 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.
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SHARE OPTIONS

During the Period, the Company does not have any outstanding
share options granted to the directors and employees of the
Company.

SUBSTANTIAL SHAREHOLDERS’ INTEREST IN
SHARES

As at 30 June 2018, 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
and the chief executive of the Company.
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I ARTTEERBAAE -
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RZZ—\FARA=1TB REEHFLABKHE
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Number of shares
RHEE Percentage of
Direct Indirect issued shares
interest interest EERITRS
Name =g EEER gD BYADL
Sun World Limited (“Sun World”)" Sun World Limited
('Sun World )@ 4,708,302,133 (L) - 58.33%
PetroChina Hong Kong Ltd. FEBEABRAF
(“PetroChina Hong Kong”)® ([FEmEEDO - 4,708,302,133 (L) 58.33%
PetroChina Company Limited B A RAR R
(“PetroChina”)® BRAA
([FREAHR]O - 4,708,302,133 (1) 58.33%
Fairy King Investments Ltd. Fairy King Investments Ltd. 277,432,000 (L) - 3.43%
CNPC International Ltd. (“CNPCI")? CNPC International Ltd.
(TCNPCI )@ - 277,432,000 (L) 3.43%
China National Oil and Gas B AR AREN IR
Exploration and Development AR ([CNODC))®@
Corporation (‘CNODC”)? - 277,432,000 (L) 3.43%
China National Petroleum HEABRAREE AT
Corporation (“CNPC”)"@) (TCNPC ) me) - 4,985,734,133 (L) 61.76%
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Notes:

(1) Sun World is a wholly-owned subsidiary of PetroChina Hong Kong.
PetroChina Hong Kong is wholly-owned by PetroChina, which
is in turn owned as to 86.47% by CNPC. Accordingly, CNPC is
deemed to have interest in the 4,708,302,133 (L) shares held by
Sun World. Mr. Zhao Yongai, Executive Director of the Company, is
also director of Sun World, which is a substantial shareholder of the
Company (within the meaning of Part XV of the SFO).

(2)  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 2018, 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 2018, 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, 28 August 2018
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Unaudited Consolidated Interim Statement of Comprehensive Income

AEBZESPHEERRR

For the six months ended 30 June 2018 &= —Z— \F/XA=+THI/~EA

Six months ended 30 June
BEAA=THILLAEA

2018 2017
—E-N\F —E+F
Note RMB miillion RMB million
B aE ARKBERT ARKBER
(restated)
(&251)
Note 23
BzE23
Revenue YA 4 49,593 40,726
Other gains, net Hiplss - 558 5 106 571
Interest income FEWA 107 131
Purchases, services and others g~ RS R E A (36,223) (28,351)
Employee compensation costs BEMEMKA (1,957) (1,854)
Depreciation, depletion and amortisation & BREREH (3,061) (2,813)
Impairment loss on property, W% - BFERREREER
plant and equipment - (100)
Selling, general and administrative expenses HE  —RENETEER (1,188) (1,690)
Taxes other than income taxes BRATIST AN 2 iR (204) (216)
Interest expenses FlEZ M 6 (575) (530)
Share of profits less losses of: et R FRIEE
- Associates VN 564 402
— Joint ventures -RERE 69 112
Profit before income tax expense BRFTS BB A AR 7 7,231 6,388
Income tax expense FiSiE B 8 (2,191) (1,967)
Profit for the period RH R EF 5,040 4,421
Other comprehensive income: Hp 2 mEka -
ltem that will not be reclassified TAEFHEEER
to profit or loss: ZIEE :
— Fair value loss on other financial -HitepEE L A TE
assets (non-recycling), net of tax BE(PAEEEER) -
kA% (99) —
ltems that may be reclassified subsequently HigsHo s
to profit or loss: BmIER
— Exchange differences on translation of -BmERnE L
financial statements, net of nil tax, of: BN ER  KRTHIARE
~ Subsidiaries -MBAR 57 21
— Associates B N=] (12) 5
— Joint ventures -REL%E 16 (17)
— Fair value loss on available-for-sale -AHESRHEEY
financial assets (recycling), net of nil tax AFEBE(TEEE
Ba)  MBREWRIEE - (44)
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Unaudited Consolidated Interim Statement of Comprehensive Income

AEBREESPHEERRR

For the six months ended 30 June 2018 &= —Z— \F/xA=+HIt/~EA

Six months ended 30 June
BEXA=THILAEA

2018 2017
—E-N\F —E+F
Note RMB miillion RMB million
BEE ARKBEBRT ARKEBER
(restated)
(Z51)
Note 23
Bz 23
Other comprehensive income for AR HEM2E RS
the period (38) (39)
Total comprehensive income FEAZEKRETE
for the period 5,002 4,386
Profit for the period attributable to: AEA R B EF -
— Owners of the Company - RABIRE 3,092 2,548
— Non-controlling interests - JEFE R 1,948 1,873
5,040 4,421
Total comprehensive income for FEAELZE
the period attributable to: Wi 482
— Owners of the Company - NARIIRE 3,076 2,526
— Non-controlling interests - FEiE M s 1,926 1,860
5,002 4,386
Earnings per share for profit attributable EATRRREM
to owners of the Company Bz EREF 9
— Basic (RMB cent) - EX(ARES) 38.31 31.57
- Diluted (RMB cent) -#EARED) 36.39 30.01

The notes on pages 29 to 82 form part of this interim financial

report.
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Unaudited Consolidated Interim Statement of Financial Position
FEEBZGESPHBMBRATR

As at 30 June 2018 R=ZE—N\EXA=1+H

30 June 31 December
2018 2017
—E-N\F —E—+F
AB=1H +—A=+—8H
Note RMB million RMB million
BRE AR EER ARKEBET
Assets BE
Non-current assets FREBEE
Property, plant and equipment Wz - B NEE 11 93,452 95,735
Advanced operating lease payments TAff LB ER 3,689 3,782
Investments in associates REERNRZIKE 12 3,727 3,515
Investments in joint ventures REELEZRE 13 2,759 1,918
Other financial assets EthemEE 160 -
Available-for-sale financial assets AT EemEE - 352
Intangible and other non-current assets BELHMIERBEE 14 1,744 1,178
Deferred tax assets RETIAE = 1,173 1,188
106,704 107,663
Current assets REBEE
Inventories FE 1,563 1,559
Accounts receivable JE U BR X 15 2,770 2,846
Prepaid expenses and AR EEMRENE E 6,283 6,640
other current assets
Cash and cash equivalents He MEeEEIEEB 17,448 21,850
28,064 32,895
Total assets HEE 134,768 140,558
Equity R
Capital and reserves attributable to RABRREM
owners of the Company B R
Share capital %N 16(a) 65 65
Retained earnings AT A 26,399 25,280
Other reserves Efthid 14,661 14,680
41,125 40,025
Non-controlling interests FEEFI R S 26,721 25,600
Total equity R 67,846 65,625
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Unaudited Consolidated Interim Statement of Financial Position
FEBZGESPHUBRAT

As at 30 June 2018 R=ZE— \EXA=1+H

30 June 31 December
2018 2017
—E-N\E —T—+F
ANA=1H +—A=+—8
Note RMB million RMB million
BRE ARBEER AREEETT
Liabilities afE
Current liabilities REBAE
Accounts payable and accrued liabilities ERERERKRETAE 18 24,267 26,569
Income tax payable FERFTISHR 442 495
Other tax payable H AT 142 424
Short-term borrowings MHIEE 19 8,369 11,805
Obligations under finance leases A EAE 153 158
33,373 39,451
Non-current liabilities FREBEE
Long-term borrowings RHEE 19 26,988 29,296
Convertible bonds AJ R (E A 3,268 3,230
Deferred tax liabilities BAETIAE G 1,394 1,075
Obligations under finance leases BB EAE 123 193
Other liabilities HihafE 1,776 1,688
33,549 35,482
Total liabilities HaE 66,922 74,933
Total equity and liabilities ERREBEHE 134,768 140,558
Net current liabilities REBAEFE (5,309) (6,556)
Total assets less current liabilities BEERRBERE 101,395 101,107

The notes on pages 29 to 82 form part of this interim financial

report.
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Unaudited Consolidated Interim Statement of Changes in Equity

AEBRESPHHEREHR

For the six months ended 30 June 2018 & —ZF— N\FE/XA=1+H It~ E A

Attributable to owners of the Company

AAARFRELN Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
k& RREA  HiERE Nt FBEIMER  BHEE
Note RMB million  RMB million  RMB million ~ RMB million ~ RMB million ~ RMB million
fiE AR®EEL ARMEER ARMEER ARMEER ARMEER ARNAEE:R
Balances at 1 January 2017 R-B-t5-F-R&R 65 21836 15,951 37,852 24,043 61,89
Proft for the period yi: iyl - 2548 - 2,548 1873 441
Other comprehensive income etk en = = (22) (22) (13) (39)
Total comprehensive income TN 2 Al RER
for the period - 2,548 (22) 2,526 1,860 4,386
Transfer between reserves lEmEk - () o - - -
Final divicend for 2016 “E-NERERE 100 - (522) = (522) - (522)
Lapsed share options EANERE - 39 (39) - - -
Disposal of subsidiary RENELA - - = - @ @
Dividend to non-controling BOEE MER 2R 2
interests - - - - (333) (333
Capital contrioutions from FENLRE TR
non-controling interests - - - - 258 258
Acqisition from WiesEaRIER
non-controling interests - = - - @ @
- (754) 232 (522) (79 (601)
Balances at 30 June 2017, RIE-tERA=TRLE
as restated (mE3) 65 28,630 16,161 39,856 26,824 66,680
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Unaudited Consolidated Interim Statement of Changes in Equity
KREBZGEPHEREHR

For the six months ended 30 June 2018 &= —Z— \F/xA=+HIt/~EA

Attributable to owners of the Company

ADARFEN Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
Rx  RERN  HeRE Nt FBEIMER  BHEE
Note RMB million  RMB million ~ RMB million  RMB million ~ RMB million ~ RMB million
fiE AR®EEnL ARMEER ARMEER ARMEER ARMEER ARNAEER
Balances at 1 January 2018 RZE-NE-f-R&H 65 25,280 14,680 40,025 25,600 65,625
Impact on inital application of EANBREEANENT
HKFRS 9 FERER T2 3p) - (234 - (234) - (234)
Adjusted balances RZZ-\5-A-H
at 1 January 2018 e (B%R) 65 25,046 14,680 39,791 25,600 65,391
Profit for the period Pyl - 3,002 - 3,002 1,048 5,040
Other comprehensive income A2 ENE - - (16) (16) (22) (39)
Total comprehensive income AER 2B EE
for the period - 3,002 (16) 3,076 1,926 5,002
Transfer between reserves 2 - 3 ¢ - - -
Final dvidend for 2017 ZE-LERERE 100) - (1,742) - (1,742) - (1,742)
Disposal of subsidiaries REREAT - - - - (576) (576)
Dividend to non-controling BRIt RS
interests - - - - (223) (223)
Acquisition from WEERitER
non-controling interests - - - = (6) (6)
- (1,739) @) (1,742) (805) (2,547)
Balances at 30 June 2018 R-E-NFRB=TRLEH 65 26,399 14,661 4,125 26,721 67,846

The notes on pages 29 to 82 form part of this interim financial

report.
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Unaudited Consolidated Interim Condensed Statement of Cash Flows
FEBRESPHBPRERER

For the six months ended 30 June 2018 & & —=F—

NERA=THIEREHA

Six months ended 30 June
BEZAB=1THIEAEA

2018 2017
—E-NHF —E—+F
RMB million RMB million
AREBEERT ARKBET
(restated)
(&%)
Note 23
BitsE 23
Operating activities ReEEY
Cash generated from operations RELBRSZER 9,422 8,100
Tax paid BEHIE (1,891) (2,322)
Net cash generated from KESEE TS Z
_operating activites REFE 7581 .5I78
Investing activities RETEE
Capital expenditure BEARAR (4,065) 6,127)
Decrease in amount due from FEU R E R A A
an intermediate holding company FIER L 570 78
Other cash flows arising from KEFRBMGEZ
investing activities HMBRenE 301 718
Net cash used in investing activities RERBMAZRERE @194 (6,331)
Financing activities 7l E B
Dividend paid to equity shareholders RENEAVANGIL T & )
of the Company (1,742) (622)
Dividends paid to non-controlling interests BT IR 1 i 2 AR B (104) (2,441)
Capital contribution from non-controlling FEFE G i 2 E B
interests - 72
Increase in borrowings EEE 5,739 13,592
Repayments in borrowings EEEE (11,649) (12,490)
Other cash flows used in BEEESAZ
financing activities HMRemE (1,090) (805)
Net cash used in 7l & 5 B it
B ZREBB ] (Bgd6) .| (2,594
Net decrease in cash HeRBRLEEEREZ
and cash equivalents B (4,509) (2,147)
Cash and cash equivalents at 1 January R—A—H2ZHER
RE%EEE 21,850 19,165
Effect of foreign exchange rate changes EXREE o5& 107 (239)
Cash and cash equivalents at 30 June RANA=+HZ
ReRRESEEER 17,448 16,779

The notes on pages 29 to 82 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

REFZLPHABREMEE

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
(the “Stock Exchange”). 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 Sun World Limited
(“Sun World”), which is a company incorporated in the British
Virgin Islands. On 18 December 2008, PetroChina Company
Limited (“PetroChina”), a subsidiary of CNPC, acquired 100%
equity interest in Sun World. Since then, PetroChina became an
intermediate holding company of the Company. As at 30 June
2018, PetroChina indirectly owned 58.33% (31 December 2017:
58.33%) 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 subsidiaries, associates and
joint ventures are 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, the sales of natural gas, liquefied natural
gas (“LNG”) processing and terminal business and transmission of
natural gas in the PRC.
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Notes to the Unaudited Interim Financial Report

| REEEPUMBHREME

/2

30

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 28 August 2018.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2017 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2018 annual financial statements.
Details of any changes in accounting policies are set out in Note 3.

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
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 2017 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 83 to 84.
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Notes to the Unaudited Interim Financial Report

REFZLPHABREMEE

BASIS OF PREPARATION (CONTINUED)

As at 30 June 2018, the Group had net current liabilities of
RMB5,309 million. Notwithstanding the net current liabilities of
the Group at 30 June 2018, 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
RMB15 billion, of which RMBS3.6 billion is undrawn as at
30 June 2018;

(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.

On 28 September 2017, PetroChina Kunlun Gas Co., Ltd. (“Kunlun
Gas”), a wholly-owned subsidiary of the Company, entered into the
acquisition agreement with PetroChina. Pursuant to the acquisition
agreement, Kunlun Gas agreed to purchase and PetroChina agreed
to sell 51% equity interest in PetroChina Jingtang LNG Co., Ltd.
(“*Jingtang Co.”) at a consideration of approximately RMB1,547
million. The consideration would be settled in RMB and subject to
adjustment by the gains or losses during the transition period, as
defined in the acquisition agreement.

The acquisition was completed on 14 December 2017 and
Jingtang Co. has become a non-wholly-owned subsidiary of the
Group since then. As PetroChina and the Group are ultimately
controlled by CNPC, the acquisition of Jingtang Co. was regarded
as business combination under common control. To consistently
apply the Group’s accounting policy for common control
combination, the acquisition has been accounted for based on the
principles of merger accounting as set out in Accounting Guideline
5, Merger Accounting for Common Control Combinations (“*AG
5”) issued by the HKICPA. The financial statements of the Group
have been prepared using the merger basis of accounting as if
the current group structure had been in existence throughout
the periods presented. The final consideration was RMB1,906
million, including the gains during the transition period amounting
to approximately RMB359 million. During the year ended 31
December 2017, the Group paid RMB1,547 million to PetroChina
and as at 30 June 2018, the gains during the transition period has
not been settled.
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Notes to the Unaudited Interim Financial Report
e RGBT P AR R &M

A

// 3 CHANGES IN ACCOUNTING POLICIES

32

(a)

Overview

The HKICPA has issued a number of new HKFRSs
and amendments to HKFRSs that are first effective for
the current accounting period of the Group. Of these,
the following developments are relevant to the Group’s
financial statements:

o HKFRS 9, Financial instruments

o HKFRS 15, Revenue from contracts with
customers

o HK(IFRIC) 22, Foreign currency transactions and

advance consideration

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

The Group has been impacted by HKFRS 9 in relation
to classification of financial assets and measurement of
credit losses. The adoption of HKFRS 15 does not have
any material impact on the Group’s results and financial
position. Details of the changes in accounting policies
are discussed in Note 3(b) for HKFRS 9 and Note 3(c) for
HKFRS 15.
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Notes to the Unaudited Interim Financial Report

REFZLPHABREMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(a)

(b)

Overview (Continued)

Under the transition methods chosen, the Group
recognises cumulative effect of the initial application of
HKFRS 9 as an adjustment to the opening balance of
equity at 1 January 2018. Comparative information is
not restated. The following table gives a summary of the
opening balance adjustments recognised for each line
item in the consolidated statement of financial position
that has been impacted by HKFRS 9:

3 ERTBUREE (4R)
(@ #EGE

RIBFMERIBIE TS AEBERER
EREEMBHRELNEIRNRFZE
ERR -_Z—\F—H - AR ZHE
B WEBIILRER - TRIIKEEER

M mEERIE TR E

AR A B HEAR

RABIRHERN R GERFEORR

Impact on initial
application of

HKFRS 9
(Note 3(b))

As at 31 December ERYEMmE  Asat 1 January

2017 #RIZE 5% 2018

—T—+tF EERERZ —E)N\EF

TZA=+—H #Z(fE3b)) —A—H

RMB million RMB million RMB million

ARBAET ARBARETT AREEET

Deferred tax assets RIERIIRE EE 1,188 76 1,264

Total non-current assets FEREBEELT 107,663 76 107,739

Accounts receivable FEUBR R 2,846 (310) 2,536

Total current assets REEEALE 32,895 (310) 32,585

Total assets wEE 140,558 (234) 140,324

Retained earnings BIFAF (25,280) 234 (25,046)
Capital and reserves attributable 752 5 &R

to owners of the Company S EARR #E (40,025) 234 (39,791)

Total equity R (65,625) 234 (65,391)

Total equity and liabilities EnhaEEE (140,558) 234 (140,324)

Net current liabilities nEBEEFEE (6,556) (310) (6,866)

Total assets less current liabilities A& ERREEE 101,107 (234) 100,873

Further details of these changes are set out in sub-section
(b) of this note.

HKFRS 9, Financial instruments

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. It sets out the requirements
for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial
items.

(b) BEUBRESEUNFONR I HTEA ]

HEMGREERNE SRR E B E
RIS [ @ TR - B RaTE] - It
HAHFIEMEE  RABENETI IS
BBEBSNEBENERARFEENL
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Notes to the Unaudited Interim Financial Report
X RGBT P AR R &M

A
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BT BUREE (48)
(o)  HKFRS 9, Financial instruments (Continued) (b) EBBRUBREERFIRI2HTA]
(&)

The Group has applied HKFRS 9 retrospectively to items
that existed at 1 January 2018 in accordance with the
transition requirements. The Group has recognised the
cumulative effect of initial application as an adjustment
to the opening equity at 1 January 2018. Therefore,
comparative information continues to be reported under

HKAS 39.

The following table summarises the impact of transition
to HKFRS 9 on retained earnings and reserves and the
related tax impact as at 1 January 2018.

AREBRBEEREENERET LBV LR
SHEANFIFNR —E-NF—A—HKE
FHEMIRE - AEECDHREREANR
SR BIERN T N\F—H—BHNE
@A - Eil - RIBEAB G ERFE 39
SREE2WLLEER -

TREABEEFBFEIHRE LD FE 5
HR B N\F—A—BZREFRN R
2 B A R AR5

RMB million
ARBEETT
Retained earnings REEF
Recognition of additional LB AR TR IR ER SN
expected credit losses TEEEEEE
on accounts receivable (810)
Related tax TERATIE 76
Net decrease in retained earnings R=ZE—N\F—H—H
as at 1 January 2018 LRI RFR A FER (234)
Fair value reserve (recycling) AT ERE(TEEEER)
Transferred to fair value reserve R=ZF—/\F—H—H
(non-recycling) relating to HEBEEE AR AFTEF AL MEARETE
other financial assets ZEMmerEERR
now measured at FVOCI 2N FERE
as at 1 January 2018 (A EEEzE) (167)
Fair value reserve (non-recycling) AT EREE(TAEREZEER)
Transferred from fair value reserve RZZE—\F—A—H#EAH
(recycling) relating to EAEATEF AR EAKGEE
other financial assets 2 H A5 B E E AR
now measured at FVOCI 2 N ERE
as at 1 January 2018 (I8 RIE=E) 167

KUNLUN ENERGY COMPANY LIMITED
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REFZLPHABREMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) HKFRS 9, Financial instruments (Continued)

Further details of the nature and effect of the changes to

previous accounting policies and the transition approach

are set out below:

(i)

Classification of financial assets and
financial liabilities

HKFRS 9 categories financial assets into three
principal classification categories: measured
at amortised cost, at fair value through other
comprehensive income (“FVOCI”) and at fair value
through profit or loss (“FVPL”). These supersede
HKAS 39’s categories of held-to-maturity
investments, loans and receivables, available-for-
sale financial assets and financial assets measured
at FVPL. The classification of financial assets
under HKFRS 9 is based on the business model
under which the financial asset is managed and its
contractual cash flow characteristics.

Non-equity investments held by the Group are
classified into one of the following measurement
categories:

= amortised cost, if the investment is held
for the collection of contractual cash
flows which represent solely payments
of principal and interest. Interest income
from the investment is calculated using the
effective interest method;

—T\FHRERE BERRERAR 35
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HKFRS 9, Financial instruments (Continued)

Classification of financial assets and
financial liabilities (Continued)

FVOCI — recycling, if the contractual cash
flows of the investment comprise solely
payments of principal and interest and
the investment is held within a business
model whose objective is achieved by
both the collection of contractual cash
flows and sale. Changes in fair value
are recognised in other comprehensive
income, except for the recognition in profit
or loss of expected credit losses, interest
income (calculated using the effective
interest method) and foreign exchange
gains and losses. When the investment is
derecognised, the amount accumulated in
other comprehensive income is recycled
from equity to profit or loss; or

FVPL, if the investment does not meet the
criteria for being measured at amortised
cost or FVOCI (recycling). Changes in
the fair value of the investment (including
interest) are recognised in profit or loss.

KUNLUN ENERGY COMPANY LIMITED Interim Report 2018

TR EE) (48)

BERMBBREERNFIR 2T A |
(%)

() ZHREERTHEBHTE
(4&)

= BEAYEFAREMEER
W — AEBEEG M
AREZENESRER
XA RAE - WA
BAEREMNEBENXZU
WEHEHNRERRHEER
EXER - BRIEEES
B FILERA GRERRF =
EETE ) RIE H ks RS
BREZNERIN - AF
Bz 2R HE 2 E s
AR o B IETERZER
B - REM 2 E KA
Rtz eEHERE AE
7 53K

— BRATERARN WE
ZAE AR WA
REATEHALMEE
UeAQE EESSE- 0
ZIRE - ZRE(BER
8) 2 ATEZBERR
FERR ©



Notes to the Unaudited Interim Financial Report

REFZLPHABREMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) HKFRS 9, Financial instruments (Continued)

(i)

Classification of financial assets and
financial liabilities (Continued)

An investment in equity securities is classified as
FVPL unless the equity investment is not held
for trading purposes and on initial recognition of
the investment the group makes an election to
designate the investment at FVOCI (non-recycling)
such that subsequent changes in fair value are
recognised in other comprehensive income.
Such elections are made on an instrument-by-
instrument basis, but may only be made if the
investment meets the definition of equity from
the issuer’s perspective. Where such an election
is made, the amount accumulated in other
comprehensive income remains in the fair value
reserve (non-recycling) until the investment is
disposed of. At the time of disposal, the amount
accumulated in the fair value reserve (non-
recycling) is transferred to retained earnings. It is
not recycled through profit or loss. Dividends from
an investment in equity securities, irrespective
of whether classified as at FVPL or FVOCI (non-
recycling), are recognised in profit or loss as other
income.

Under HKFRS 9, derivatives embedded in
contracts where the host is a financial asset in the
scope of the standard are not separated from the
host. Instead, the hybrid instrument as a whole is
assessed for classification.

The following table shows the original
measurement categories for each class of the
Group'’s financial assets under HKAS 39 and
reconciles the carrying amounts of those financial
assets determined in accordance with HKAS 39 to
those impacted by and determined in accordance
with HKFRS 9.

—To)\FhiiRE BEREE

ERTBUREH (48)

(b) BBRUBHREERNFIORIZHTA |
(%)

() ZzHREERTHEEBHTE
(4&)

MRIERAZHFIREWIEHIEERA
% BEVIRTERBRARER - &
B2 E AR ER A TEF AR
2 E WS (AT EEE18%)
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DERIRATEF AR o ILFE
BRERNTAEL  BEERER
B BIT AERRAFT T A E R 5 Al
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(b)

HKFRS 9, Financial instruments (Continued)

(i)

Classification of financial assets and

ERTBEREH (48)

(b)

BERUBBREERNEIOR (M TA ]
(&)

() ZzHEERTHEGBHTE

financial liabilities (Continued) (#&)
HKAS 39 carrying HKFRS 9 carrying
amount as at amount as at
31 December 2017 1 January 2018
R_E—+tF R-B-\&
t-A=t+-Rz —A-HZER
B Reclassfication Remeasurement g s
FORRAR B o Bt FOHEAE
RMB millon RMB million RMB million RMB million
AREBBET AREBET AREBET ARERETR
Financial assets cartied REHERATIR
at amortised cost LEMEE
Accounts receivable Rl 2,846 - (310) 2,536
Financial assets measured ~ ZAFE A2 ENE
atFVOCI (non-recyclable) B ¢REE (FIBEZER)
Other financial assets (note i)~ Et&BEE (fitzE() - 352 = 352
Financial assets classified ~ HREFEEER
as available-for-sale under ~ £30%2EA
HKAS 39 (note (i) WHHESHEE (K () 352 (352) - -
Note: BEE

)

Under HKAS 39, equity securities not held for
trading were classified as available-for-sale
financial assets. These equity securities are
classified as at FVPL under HKFRS 9, unless
they are eligible for and designated at FVOCI
by the Group. As at 1 January 2018, the Group
designated other financial assets at FVOCI (non-
recycling), as the investment is held for strategic
purposes.

The measurement categories for all financial

liabilities remain the same and the carrying

amounts for all financial liabilities at 1 January

2018 have not been impacted by the initial
application of HKFRS 9.

The Group did not designate or de-designate

any financial asset or financial liability at FVPL at
1 January 2018.

KUNLUN ENERGY COMPANY LIMITED

Interim Report 2018
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) HKFRS 9, Financial instruments (Continued)

(ii)

Credit losses

HKFRS 9 replaces the “incurred loss” model in
HKAS 39 with the expected credit loss (“ECL”)
model. The ECL model requires an ongoing
measurement of credit risk associated with a
financial asset and therefore recognises ECLs
earlier than under the “incurred loss” accounting
model in HKAS 39.

The Group applies the new ECL model to financial
assets measured at amortised cost (including
cash and cash equivalents, accounts and other
receivables and loans to an associate and joint
ventures).

Financial assets measured at fair value, including
equity securities designated at FVOCI (non-
recycling), are not subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e.
the difference between the cash flows due to the
Group in accordance with the contract and the
cash flows that the Group expects to receive).

For undrawn loan commitments, expected cash
shortfalls are measured as the difference between
(i) the contractual cash flows that would be due
to the Group if the holder of the loan commitment
draws down on the loan and (ii) the cash flows
that the Group expects to receive if the loan is
drawn down.

The expected cash shortfalls are discounted using
the following discount rates where the effect of
discounting is material:

= fixed-rate financial assets and accounts
and other receivables: effective interest
rate determined at initial recognition or an
approximation thereof;

— variable-rate financial assets: current
effective interest rate.
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(b) HKFRS 9, Financial instruments (Continued)

(i)

Credit losses (Continued)
Measurement of ECLs (Continued)

The maximum period considered when estimating
ECLs is the maximum contractual period over
which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that
is available without undue cost or effort. This
includes information about past events, current
conditions and forecasts of future economic
conditions.

ECLs are measured on either of the following
bases:

= 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are
expected to result from all possible default
events over the expected lives of the items
to which the ECL model applies.

Loss allowances for accounts and other
receivables are always measured at an amount
equal to lifetime ECLs. ECLs on these financial
assets are estimated using a provision matrix
based on the Group’s historical credit loss
experience, adjusted for factors that are specific
to the debtors and an assessment of both the
current and forecast general economic conditions
at the reporting date.

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month
ECLs unless there has been a significant increase
in credit risk of the financial instrument since initial
recognition, in which case the loss allowance is
measured at an amount equal to lifetime ECLs.
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CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b)

HKFRS 9, Financial instruments (Continued)

(ii)

Credit losses (Continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since
initial recognition, the Group compares the risk
of default occurring on the financial instrument
assessed at the reporting date with that assessed
at the date of initial recognition. In making this
reassessment, the Group considers that a default
event occurs when (i) the borrower is unlikely
to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as
realising security (if any is held); or (i) the financial
asset is 90 days past due. The Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly since initial recognition:

— failure to make payments of principal or
interest on their contractually due dates;

— an actual or expected significant
deterioration in a financial instrument’s
external or internal credit rating (if
available);

— an actual or expected significant
deterioration in the operating results of the
debtor; and

= existing or forecast changes in the
technological, market, economic or
legal environment that have a significant
adverse effect on the debtor’s ability to
meet its obligation to the Group.
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(b)

HKFRS 9, Financial instruments (Continued)

(ii)

Credit losses (Continued)

Significant increases in credit risk (Continued)

Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis, the
financial instruments are grouped based on shared
credit risk characteristics, such as past due status
and credit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account,
except for investments in debt securities that are
measured at FVOCI (recycling), for which the loss
allowance is recognised in other comprehensive
income and accumulated in the fair value reserve
(recycling).

Basis of calculation of interest income on credit-
impaired financial assets

Interest income is calculated based on the gross
carrying amount of the financial asset unless
the financial asset is credit-impaired, in which
case interest income is calculated based on the
amortised cost (i.e. the gross carrying amount less
loss allowance) of the financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of the financial asset
have occurred.
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) HKFRS 9, Financial instruments (Continued)

(ii)

Credit losses (Continued)

Basis of calculation of interest income on credit-
impaired financial assets (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

= significant financial difficulties of the
debtor;

— a breach of contract, such as a default
or delinquency in interest or principal
payments;

— it becoming probable that the borrower
will enter into bankruptcy or other financial
reorganisation;

— significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the debtor;
or

— the disappearance of an active market for
a security because of financial difficulties
of the issuer.
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(b)

KUNLUN ENERGY COMPANY LIMITED

HKFRS 9, Financial instruments (Continued)

(ii) Credit losses (Continued)

Write-off policy

The gross carrying amount of a financial asset is
written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. This
is generally the case when the Group determines
that the debtor does not have assets or sources of
income that could generate sufficient cash flows

to repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal
of impairment in profit or loss in the period in

which the recovery occurs.

Opening balance adjustment

As a result of this change in accounting policy, the
Group has recognised additional ECLs amounting
to RMB310 million, which decreased retained
earnings by RMB234 million and increased gross
deferred tax assets by RMB76 million as at 1

January 2018.

Interim Report 2018
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(b)

HKFRS 9, Financial instruments (Continued)

(ii)

(iii)

Credit losses (Continued)

Opening balance adjustment (Continued)

ERTBUREH (48)

(b) BBRUBHREERNFIORIZHTA |

(%)

(i)

The following table reconciles the closing loss

allowance determined in accordance with HKAS

39 as at 31 December 2017 with the opening loss
allowance determined in accordance with HKFRS

9 as at 1 January 2018.

EEEA (&)
HAVIE R ()

TRINRKR -_B—LHFE+_H
=t HRBEEFESHERFEI9
REEHNHREREEEEN_F
—N\F-A—BREEEVUHERS
FERF OSREEH HVIE R R R

RMB million
ARBEHETT
Loss allowance as R-_ZE—tF+=-_A=+—H
at 31 December 2017 RIEE SRS 39 5%
under HKAS 39 EER B IERE 181
Additional credit loss recognised as RZZE—N\FE—HA—H
at 1 January 2018 on L IE IR SRR Y
accounts receivable HIMZEEE 310
Loss allowance as RZZE—N\FE—HA—H
at 1 January 2018 RIEE ST 755 2R
under HKFRS 9 O REETE MBS 1B RHE 491
Transition (i) BE

Changes in accounting policies resulting from
the adoption of HKFRS 9 have been applied

retrospectively, except as described below:

— Information relating to comparative periods

has not been restated. Differences in

the carrying amounts of financial assets

resulting from the adoption of HKFRS

9 are recognised in retained earnings

and reserves as at 1 January 2018.

Accordingly, the information presented

for 2017 continues to be reported
under HKAS 39 and thus may not be

comparable with the current period.
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(b)

(c)

HKFRS 9, Financial instruments (Continued)

(iii)  Transition (Continued)

— The following assessments have been
made on the basis of the facts and
circumstances that existed as at 1 January
2018 (the date of initial application of
HKFRS 9 by the Group):

— the determination of the business
model within which a financial
asset is held; and

— the designation of investments
in equity instruments not held for
trading to be classified as at FVOCI
(non-recycling).

— If, at the date of initial application, the
assessment of whether there has been a
significant increase in credit risk since initial
recognition would have involved undue
cost or effort, a lifetime ECL has been
recognised for that financial instrument.

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts with
customers. HKFRS 15 replaces HKAS 18, Revenue, which
covered revenue arising from sale of goods and rendering
of services, and HKAS 11, Construction contracts, which
specified the accounting for construction contracts.

(i) Timing of revenue recognition

Previously, revenue arising from construction
contracts and provision of services was
recognised over time, whereas revenue from sale
of goods was generally recognised at a point in
time when the risks and rewards of ownership of
the goods had passed to the customers.

KUNLUN ENERGY COMPANY LIMITED Interim Report 2018
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REFZLPHABREMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(c) HKFRS 15, Revenue from contracts with customers
(Continued)

M

Timing of revenue recognition (Continued)

Under HKFRS 15, revenue is recognised when the
customer obtains control of the promised good
or service in the contract. This may be at a single
point in time or over time. HKFRS 15 identifies the
following three situations in which control of the
promised good or service is regarded as being
transferred over time:

A. When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance, as
the entity performs;

B. When the entity’s performance creates or
enhances an asset (for example work in
progress) that the customer controls as
the asset is created or enhanced;

C. When the entity’s performance does not
create an asset with an alternative use to
the entity and the entity has an enforceable
right to payment for performance
completed to date.

If the contract terms and the entity’s activities do
not fall into any of these 3 situations, then under
HKFRS 15 the entity recognises revenue for the
sale of that good or service at a single point in
time, being when control has passed. Transfer of
risks and rewards of ownership is only one of the
indicators that is considered in determining when
the transfer of control occurs.

The adoption of HKFRS 15 does not have a
significant impact on how the Group recognises
revenue.
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(c) HKFRS 15, Revenue from contracts with customers
(Continued)

(i)

(iii)

Significant financing component

HKFRS 15 requires an entity to adjust the
transaction price for the time value of money
when a contract contains a significant financing
component, regardless of whether the payments
from customers are received significantly in
advance of revenue recognition or significantly
deferred.

Previously, the Group only applied such a policy
when payments were significantly deferred, which
was not common in the Group’s arrangements
with its customers. The Group did not apply such
a policy when payments were received in advance.

It is not common for the Group to receive
payments significantly in advance of revenue
recognition in the Group’s arrangements with its
customers. The financing component would not
be significant to the contract.

Presentation of contract assets and liabilities

Under HKFRS 15, a receivable is recognised
only if the Group has an unconditional right to
consideration. If the Group recognises the related
revenue before being unconditionally entitled to
the consideration for the promised goods and
services in the contract, then the entitlement
to consideration is classified as a contract
asset. Similarly, a contract liability, rather than a
payable, is recognised when a customer pays
consideration, or is contractually required to pay
consideration and the amount is already due,
before the Group recognises the related revenue.
For a single contract with the customer, either
a net contract asset or a net contract liability is
presented. For multiple contracts, contract assets
and contract liabilities of unrelated contracts are
not presented on a net basis.
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REFZLPHABREMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

HKFRS 15, Revenue from contracts with customers
(Continued)

(i) Presentation of contract assets and liabilities
(Continued)

Previously, contract balances were presented in
the consolidated statement of financial position
under “non-current other liabilities” or “accounts
payable and accrued liabilities”.

To reflect these changes in presentation, the
Group has made the following adjustments as
at 1 January 2018, as a result of the adoption of
HKFRS 15:

A. “Advances from customers” and “deferred
income” amounting to RMB8,481 million
and RMB400 million respectively, which
were previously included in accounts
payable and accrued liabilities are now
included under “contract liabilities” in
accounts payable and accrued liabilities;
and

B. “Deferred income” amounting to RMB763
million, which was previously included in
non-current other liabilities is now included
under “non-current contract liabilities” in
non-current other liabilities.

HK(IFRIC) 22, Foreign currency transactions and
advance consideration

This interpretation provides guidance on determining “the
date of the transaction” for the purpose of determining the
exchange rate to use on initial recognition of the related
asset, expense or income (or part of it) arising from a
transaction in which an entity receives or pays advance
consideration in a foreign currency.

The interpretation clarifies that “the date of the transaction”
is the date on initial recognition of the non-monetary asset
or liability arising from the payment or receipt of advance
consideration. If there are multiple payments or receipts
in advance of recognising the related item, the date of
the transaction for each payment or receipt should be
determined in this way. The adoption of HK(IFRIC) 22 does
not have any material impact on the financial position and
the financial result of the Group.

—T\FHRERE BERRERAR 49

ERTBUREE (4R)
(c) BRMBREEUBISHEIXEEFEF
BRI A |(&)

(i) BHEHEERBE(E)

BIE - BHBHRNERS MFEARE
NZ [BERBEMAR] KRN
RRMERTRE] 25 -

BE2SIPRBRAEED - ARE
BER=Z2—N\5—A—BRRHE
B TR R 1SR T T
A%

A. BETABRMERRRE
BEZERONR/ARE
8,481 A& Tk AR# 400
BELZIEPRFIRIE
YA ] & BTEF A R
AEEFEREANTEL
BEl R

B. WA ASERBEME E
ZeRBABARBIZEE
2 [EEWA ] ER/TEEA
EmBEMBENN[IE
RBEHNERE] -

d) FERERIBREREZES)RE
E225 [HMEXF RANAE]

AT [ XZBH]EH TES
BEIXRZARI ZENERTEEREMN
SNEWER SR ST M TR RE 2 X 5 HEEY)
IRTERARRI A E - XHRBA(HE P
7)) B {ERARER -

RS [R5 B8] REAX MK
RENREMELENFEEEEESAE
BV P HERR B H - W e ERERAERE IR B AT
BZEXNREIAFRIA - AIEALETS
AEEFEFAEINIUBMZRZEH -
RmEE (AR HRERERES)RE
5 22 SR AN R B RO B SO R B S SR A
BEFREARE -

v

A

N



Notes to the Unaudited Interim Financial Report

Qi

A

| RESEPUMBHREME

v .

50

REVENUE 4

Revenue mainly represents revenue from sales of crude oil,
sales of natural gas, LNG processing and terminal business and
transmission of natural gas.

Disaggregation of revenue from contracts with customers is
disclosed in Note 20.

L ON

WATEZEREHERE - HERAR - LNG I
T BRHE R MBER AR WA

KEEPAKZ A TME20 AIEE -

OTHER GAINS, NET 5 Hipless - %80
Six months ended 30 June
BEAA=tTHLEREAR

2018 2017
—E-N\F —E—+F
RMB million RMB million
AR¥EET AREBETT
(restated)
(E7)
Note 23
Pzt 23
Net exchange (losses)/gains FEH (B5R) WeFE (168) 171
Rental income GEEALON 28 46
Government grants X T 4R 23 274
Others HAth 223 80
106 571

Government grants for the six months ended 30 June 2017
primarily represented compensation of reduction in income
due to the implementation of Value-Added-Tax Reform from
the government. There were no unfulfilled conditions and other
contingencies attached to the receipts of these grants. There is
no assurance that the Group will continue to receive such grant
in the future. During the six months ended 30 June 2018, the
Group did not recognise any government grants related to the
implementation of Value-Added-Tax Reform (six months ended 30
June 2017: RMB216 million).
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6

INTEREST EXPENSES 6 FIEXH
Six months ended 30 June
BEXA=t+HLAEA

2018 2017
—E-N\F —TE—+F
RMB million RMB million
ARBBER AREBET
(restated)
(E31))
Note 23
Mzt 23
Interest expenses FELZ 807 822
Less: Amounts capitalised B BRbEEE (232 (292)
Total interest expenses HBF BT 575 530

Amounts capitalised are borrowing costs that are attributable to
the construction of qualifying assets. The average interest rate
used to capitalise such borrowing costs was 3.74% (six months
ended 30 June 2017: 4.08%) per annum for the six months
ended 30 June 2018.

PROFIT BEFORE INCOME TAX EXPENSE 7

ltems charged/(credited) in arriving at the profit before income tax
expense include:

BERteBAAREREGKEZEENBALES
HENEERE B#E—_ZT—N\FA=1THI
NEAR - ERMCUEEERARA 2 FHER X
B374% (HE-—T—t&FEA=F+BIENEA :
4.08%) °

BRETSBLE A F

BATSTHERANEN Bk (GEA) ATIER -

Six months ended 30 June
BZEAA=THLAEA

2018 2017
ZEB-N\F —T—+F
RMB million RMB million
AREBEET AREBETT
(restated)
(&%)
Note 23
BsE23

Amortisation of advanced operating lease B EEMER MBI EE 2 #iH
payments and intangible assets 81 79
Cost of inventories recognised as expense R AF X 2 FEKA 36,466 28,590
Operating lease expenses KEHERS 217 210

(Reversal of)/impairment loss on FEURBR FORE (B =) E518

accounts receivable (43) 329

—T\FHRERE BERRERAR 51
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INCOME TAX EXPENSE

FiisBiER

Six months ended 30 June
BZAXA=1tHILAEA

2018 2017
—E-N\E —E—+F
RMB million RMB million
AR¥EET AREBETT
(restated)
(&31))
Note 23
Mzt 23

Current tax BIHA% 1R
-PRC - FE 1,750 1,749
— Overseas Sz 65 47
1,815 1,796
Deferred tax EERA 376 171
2,191 1,967

Hong Kong Profits Tax has not been provided for as the Group
has no assessable profit for the six months ended 30 June 2018
(six months ended 30 June 2017: 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 2017: 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 2017: 15% to 20%).

Income tax on overseas profits has been calculated on the
estimated assessable profit for the six months ended 30
June 2018 at the applicable rates of taxation prevailing in the
jurisdictions in which the Group operates.
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9 BASIC AND DILUTED EARNINGS PER SHARE 9

@)

The calculation of basic earnings per share is based on
the Group’s profit attributable to owners of the Company
of approximately RMB3,092 million (six months ended
30 June 2017 restated: RMB2,548 million) and weighted
average number of ordinary shares in issue during the
six months ended 30 June 2018 of approximately 8,072
million shares (six months ended 30 June 2017: 8,072
million shares).

Diluted earnings per share is calculated based on the
Group’s profit attributable to owners of the Company of
approximately RMB3,138 million (six months ended 30
June 2017 restated: RMB2,588 million) and the weighted
average number of ordinary shares of approximately 8,623
million shares (six months ended 30 June 2017: 8,623
million shares) after adjusting for the effect of convertible
bonds, calculated as follows:

Profit attributable to owners of the

Company (diluted)

BIREAREERF

(@)

BREARZFTIRIEARAREREASE
B2 s MHIARES 0288 (BEZT
—tFERNAZTHLEANEAEY : ARKE
2548 BEBIL) RBEZZT—\F A=
BIEAEARNE BT L @R METEEA
8072 BEER(BE=T—tF~A=1H
LIEREA 8,072 BEMR)FTE -

HAEREFNTZEELFARE - GRE
SEAF THRE A A RIS G AN @ 2 0
FPARKES 18 EE L (HE_S—LF
ANAZTHIEABEAES : AR 2,588
AET) REERMET S84 8,623BE
BREE=ZZT—+FANA=THILANEA :
8,628 ABMR) 5t H « SHHEMT

() ARFRREMEEF (BF)

Six months ended 30 June
BZA~A=1tHIAEA

2018 2017
—E-N\F —E—tF
RMB million RMB million
AR¥BEER AREBETT
(restated)
(&%)
Note 23
Mzt 23
Profit attributable to owners 22 BB 5 & 1l 5 A
of the Company 3,092 2,548
After tax effect of effective IR =G AT SR E SR
interest on the liability BEDOHREETE
component of
convertible bonds 46 40
Profit attributable to owners — ZN2A A% SR &AL 55 71| (58)
of the Company (diluted) 3,138 2,588
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BREXREERA (F)
(CONTINUED)
(b) (Continued) (b) (&)
(i)  Weighted average number of ordinary (i) EHERMEFLH(EE)

DIVIDENDS

@)

shares (diluted)

Six months ended 30 June
BZEAA=THILLAREA

2018 2017
—E-N\F —E—tF
million shares million shares
BER BER
Weighted average number of 175 A = H 8 & @A INHE 92
ordinary shares at 30 June 8,072 8,072
Effect of conversion of ARG y BiR 2
convertible bonds 551 551
Weighted average number of 775 8 =1 B #)E @A i 1o 2 (58 )
ordinary shares
(diluted) at 30 June 8,623 8,623

The effect of the Company’s share options was
anti-dilutive for the six months ended 30 June
2017.

10 BB

Final dividend attributable to owners of the Company in (@)

respect of 2016 of HK7.4 cents per share (equivalent

to RMB6.5 cents) amounting to a total of approximately

HK$597 million (approximately RMB522 million) was

approved by the shareholders in the Annual General

Meeting on 2 June 2017. The amount is based on

approximately 8,072 million shares in issue as at 28 March
2017 which was paid on 30 June 2017.

Final dividend attributable to owners of the Company in (b)

respect of 2017 of RMB21.0 cents per share amounting to

a total of approximately RMB1,742 million was approved

by the shareholders in the Annual General Meeting on 24

May 2018. The amount is based on approximately 8,072

million shares in issue as at 20 March 2018 which was
paid on 26 June 2018.

The Directors do not recommend a payment of an interim (c)

dividend for the six months ended 30 June 2018 (six
months ended 30 June 2017: Nil).

KUNLUN ENERGY COMPANY LIMITED
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PROPERTY, PLANT AND EQUIPMENT

1 % BERRE

Six months
ended 30 June
BZEA~A=1H
1E7X1E B
RMB million
AREBHET
Cost: AR :
Balances at 1 January 2017 RZZE—tF—HA—B&#% 138,194
Currency translation differences EHIEH =58 ®)
Additions NE 6,064
Disposals HE (158)
Balances at 30 June 2017, as restated R-E—tFNA=THEH(EF]) 144,092
Accumulated depreciation R MERERE
and depletion:
Balances at 1 January 2017 R-_ZE—tF—F—B&#% 50,335
Currency translation differences BHHE S EEE (an)
Charge for the period AEAA 2,734
Disposals & (56)
Impairment loss DERIEY ! 100
Balances at 30 June 2017, as restated R-ZT—tFE A=+ B&%H(ME) 53,096
Net book value: BREFE :
Balances at 31 December 2016 RZZE—R"FE+ZRA=+—8B&&% 87,859
Balances at 30 June 2017, as restated R-ZT—+FE A=+ B&AR(IE) 90,996
T \FHEHRE BERERERAF 55
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56

Six months
ended 30 June
BZX<HA=tH
1@ A
RMB million
ARBBET
Cost: AR :
Balances at 1 January 2018 RN_ZT—N\F—H—B#&eR 151,844
Currency translation differences EIkE H =R 30
Additions INE 2,260
Disposals HE (2,735)
Balances at 30 June 2018 RZEBE—\FANA=THBE 151,399
Accumulated depreciation R TERERE
and depletion:

Balances at 1 January 2018 R-ZT—N\F— A —H#&# 56,109
Currency translation differences ESE =R 22
Charge for the period AEAA 2,980
Disposals & (1,164)
Balances at 30 June 2018 R-ZE—\FRA=THE# 57,947
Net book value: BRMEFE :
Balances at 31 December 2017 REZZ—tF T+ A=T—H#&H% 95,735
Balances at 30 June 2018 R-ZE—/\FENA=1TH&% 93,452
During the six months ended 30 June 2017, certain LNG factories BEZZT—+tFA=TRHIEARER - HFLING

were operating at losses. In view of the increased competition

TRR&EEE - ERAHMAE D LNGE F I

from imported LNG during the period, the Group assessed the Bl - AREEDFE NG TR A ULE £ 58 - Bt

recoverable amounts of those LNG factories. As a result, the
carrying amount of a factory was written down to its recoverable
amount. An impairment loss of RMB100 million was recognised
under “Impairment loss on property, plant and equipment” in the

Group’s consolidated interim statement of comprehensive income.

The recoverable amount was determined by using the value in

use calculation.
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12  INVESTMENTS IN ASSOCIATES 12  REBEBEATZTE
30 June 31 December
2018 2017
—E-N\F —E—+tF
ANE=tH +-A=+—H
RMB million RMB million
AREHERT ARETET
Share of net assets BIEEEFE 3,377 3,165
Goodwill EE 350 350
3,727 3,515
13  INVESTMENTS IN JOINT VENTURES 13 MREBELEZEE
30 June 31 December
2018 2017
—E-)N\F —ET—+F
~NAB=+HB +=-—A=+—H
RMB million RMB million

AR¥EETR ARBBST

Share of net assets JEI5 EEFE 2,721 1,879
Loans to joint ventures MEBERFEER 38 39
2,759 1,918

As at 30 June 2018, included in loans to joint ventures is an
amount of RMB38 million (31 December 2017: RMB39 million)
which is unsecured, interest-free and recoverable on demand.

R-B-NEABZ+EALELEERBIEA
REBEEL(ZE—tF+-A=+—H: A
REOEET)  REBABER REREE

T \FhHHRE ERERARAR 57
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/, 14  INTANGIBLE AND OTHER NON-CURRENT ASSETS 14 EREREGIEREEE

15

58

30 June 31 December
2018 2017
—E-N\E Tt
ANA=+H +ZA=+—H
RMB million RMB million
ARBEETT ARBEETT
Intangible assets EmEE 431 458
Prepaid construction costs TR EEER AR 509 509
Loans to an associate (note (i) m— M E A A E R (KEE ) 213 173
Loans to joint ventures (note (ii)) ma B EER (i) 490 _
Others Hitp 101 33
1,744 1,173
Notes: IE -
0} Loans to an associate are unsecured and interest-bearing ranging () m— B E AR ERASEERRRGFEREN
from 4.28% to 4.35% per annum. T 4.28% & 4.35% T8 °
(ii) Loans to joint ventures are unsecured and interest-bearing at (ii) REBLXERBEEERIZEFFE4.99%
4.99% per annum. e e
ACCOUNTS RECEIVABLE 15 FEMCARTX

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

BEREHR - RIFHR AN RUARK (R

accounts receivable, based on the invoice date and net of OREE) 2 BREG DATAAT ¢
allowance for doubtful debts, is as follows:

30 June 31 December
2018 2017
—E-N\F T —tF
ANA=+H +=ZA=+—H
RMB million RMB million
ARBEBET ARBEHETT
Within 3 months =fEALAR 1,704 1,957
Between 3 to 6 months =EAEREAR 591 116
Over 6 months ~MEA K £ 475 773
2,770 2,846

KUNLUN ENERGY COMPANY LIMITED

Interim Report 2018
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REFZLPHABREMEE

15

16

ACCOUNTS RECEIVABLE (CONTINUED) 15

The Group’s revenue from sales of crude oil and rendering of

terminal and pipeline services 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. As at 30 June 2018, accounts receivable aged over

three months of approximately RMB1,066 million (31 December
2017: RMB889 million) were past due but for which the Group
has not provided for impairment loss. These accounts receivable

relate to a number of independent customers that have a good

track record with the Group.

SHARE CAPITAL AND SHARE OPTION SCHEMES 16

(a) Share capital

FEMBRER (48)

7N 5= B 61 65 JRUM DA R BB A B Mtk I B B RIS EE AR
YA — MR EE B HI T30 B =90 B HifF IR
Bl - fSHEARARNR S X HREEHTEIE0
BH-R-ZE—NEXA=1H "  RE=MEAzMN
FHREKEROARE 1,066 EEL(ZE—tF
+=ZA=+—H8: AR¥SEE L) BB M
2N BN A BE L AR R B B o S% S FEUER R
BHEREANEEREG R TAECHNBEYES

A B EE RS T &
(@ B’R

Number of Nominal value

ordinary of ordinary
shares shares
ZEREE EEREE
million HK$ million
BER BEET
Authorised: EE
Ordinary shares of HK$0.01 each FAEE 0.01 8.2 ZiBR
At 1 January 2017, R_ZE—+F—H—H "
30 June 2017, —E—tFSA=1H"
31 December 2017, —E—+FE+ZA=+—H "
1 January 2018 and - N\F-A—HRK
30 June 2018 —E-N\FRA=+H 16,000 160

Number of Nominal value

ordinary of ordinary
shares shares
EERHYE EEREE
million RMB million

BER ARBEER

Issued and fully paid:
Ordinary shares of HK$0.01 each
At 1 January 2017,

30 June 2017,

31 December 2017,

1 January 2018 and

30 June 2018

DRTRBEEMN :

FAREIE 0.01 BT ZiER

RZZE—tF—H—H-
—ET—+tFA=1+H

—E—+F+=-A=+—H"

—T-NF-HA—HEK
—E—\FEXA=1H

8,072 65

—T\FHRERE BERRERAR 59
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(CONTINUED)

60

(b)

Share option schemes

Pursuant to executive share option scheme (the “2002
Share Option Scheme”) of the Company dated 3 June
2002, the directors of the Company are authorised, at
any time within ten years after the adoption of the 2002
Share Option Scheme, to grant options to any directors
or employees of the Company or any of its subsidiaries to
subscribe for the Company’s shares.

Options granted under the 2002 Share Option Scheme
must be taken up within the period as specified in the
offer of the options and no amount shall be payable by
the grantee to the exercising of the right to accept an offer
of an option. All of the options are vested to the option
holders after 3 months from the date on which the options
are granted. The exercise period of the option is 5 years
from the grant date.

The 2002 Share Option Scheme expired on 2 June 2012.

No new shares option scheme was adopted after the
expiration of 2002 Share Option Scheme.

During the six months ended 30 June 2017, no share
options have been exercised by the directors and
employees of the Company respectively as the exercised
price of the lapsed share options were above the market
price of the Company’s shares, and the share options
were lapsed. There were no outstanding share options as
at 31 December 2017 and 30 June 2018.

KUNLUN ENERGY COMPANY LIMITED Interim Report 2018

(b)

fBRERT &

BEARGBHAE-_TT _FA=HZ
TRABBRESE (2T _FHRE
FTED) AR RERERENRN =TT
ZFBERET AR T FAEMRE BT
ANA RIS EAEMMB AR 2 ERESHE
B - REARRRMD °

RE_ZFT_FREEAEIRD 2 BhE
ARBREEER D BRER - MARA
BIABIT I NI L A 2 R ST
R - FTBRBRER R LBREZ A=
EASFBTHERESEA - BREZITE
HARE 2 BRFTRSF -

T _FERENEN T ——FA
—HEH -

TR FROBEAER BIE MR L ER
BT 8 -

HE"Z—tFXRA=1THIEXEA " A
RERBBBRETTSNARRNE - R
ZEBREECKRY ARAREZRESR
BETEERE - R-F—tF+ A
=t—BAER_T-N\FARA=THLER
RITEE 2 FERAE
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REFZLPHABREMEE

16 SHARE CAPITAL AND SHARE OPTION SCHEMES
(CONTINUED)

(b)

Share option schemes (Continued)

Details of share options lapsed and exercised during the
six months ended 30 June 2017 are as follows:

16 IREREERRMERTEI(E)

(b)

BRERTE (&)

NTAEHZ—_ZT—+tF - NA=+HINE
AB KRR RATERREAAERFS

Six months ended 30 June 2017
BE-_Z—tFA=1THLAEA

Exercise

price

Lapsed Exercised per share

BRR AT BARITIEE

’000 ’000 HK$

T Tt BT

Directors = — — 11.730
_ = 12.632

Employees EE — - 11.730
14,200 — 12.632

14,200 =

17 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 SRITEAEERE

(a)

BRAFEFEZEREE
AFEER

TREINAEESHIAZ ATE %%
TRTANREMRIREEEREETE
WIRREBEV B RELERNEABFE[2F
EEE | FAIREDBR=BRATEER -
BATFEFEDRZEBRIDE2EN T
BIEMABEZAIBRERERERE
" ©

- F—MEE: EERE-RBA
iz (AR E B AR 2 /AR ™
5 LREEES BB REHER
B)REZAE-

= F_REE - ERE-REBABIE
(BIRBEZRIE — Rz A BREA
Hig) BY REREBRTAIBER
ABIBAHEZ A THE - THERE
ABB E A RA T IHEUE o

- F=REE  RRERTHEERE
ABBFTEZAFE -

—T\FHRERE BERRERAR 61
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FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(a)

KUNLUN ENERGY COMPANY LIMITED

Financial assets measured at fair value
(Continued)

17 ST RAFEETE(E)

(@ EAVESEZSMEE(H)

Fair value hierarchy (Continued) RFEER (&)
Fair value at Fair value measurements as at Fair value at Fair value measurements as at
30 June 30 June 2018 categorised into 31 December 31 December 2017 categorised into
2018 Level 1 Level2 Level 3 2017 Level 1 Level2 Level3
R=3-N\§ R=F-NERA=1H it id RZE-tE+ZR=1-A
AB=TH WATETEAEA +ZR=1-H ATEENER
PN -4 %24 =0 PN 4 2R 24
RMB milion ~ RMBmilion ~ RMBmilion ~ RMB million RMB milion RMB milion RMB milion RMB milion
AEBEEL ARMEER ARMEER ARMEER ARMAEEm ARMEET ARMBET AREEET
Recurring fair value BREAVETE
measurements
Other financil assets EfheRAE
- Listed -t 160 160 - - 28 218 - -
- Unlisted -3k - - - - 74 - - 74
During the six months ended 30 June 2018 and 2017, BEZZ—\FRZZT—tFA=1H
there were no transfers between Level 1 and Level 2, or WERER - & —Q&& R A EeE

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 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. As at 30 June 2018,
no equity securities in the PRC (31 December 2017:
RMB74 million) are stated at cost. These securities do not
have quoted market price in an active market and their fair
values cannot be reliably measured.

Interim Report 2018

B REARERE =R - ARBZHEK
RNEE  REPHRERASTATEBERSR
Al e -

BR L FEIBZEH

RAFEARRKBE - FiE ERAES
B AFETIER - THE2E 5 IR A
ﬁ%ZEAFﬁ#E°m:§_A¢ﬁ
A=1+H WERFBEZRAZFL(ZF
—tF+=ZA=+—H: ARK74E8E

T AR ;Zi;ﬁ%jtﬁ%ﬁ*&
RIS TS RE - EATEEARSE
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A
17  FAIR VALUE MEASUREMENT OF FINANCIAL 17 £BITRAFENE(E) \\
INSTRUMENTS (CONTINUED) '
(@ Financial assets measured at fair value (@ BRAFVEFEZEREE(E)
(Continued)
Information about fair value measurements BEA-FETEZER (E)
(Continued)
The movements during the period in the balance of the AHRNBE=ZR AT EFELEBZEEH N
Level 3 fair value measurements are as follows: N
At 30 June
RAB=t1H
RMB million
AREEST
Unlisted equity securities: I ERAES
At 1 January 2017, 30 June 2017, RZZ—+F—H—H "
31 December 2017 and 1 January 2018 —E—+tFXA=+H"
—E—+F+=A=1+—H
____________________________________________________ BB \F7ATR T4
Disposals e O (74)
At 30 June 2018 RZE—N\F~A=FH —
There were no gains or losses from Level 3 fair value RZE—N\EFERZZE—EFA=FHIE
measurements recognised in profit or loss and other NER - BERN RS R E R E R
comprehensive income for the six months ended 30 June RE=MATETE 2 Wk BB ©
2018 and 2017.
(b)  Fair value of financial assets and liabilities b) BRAFELIIMIEZEHEERAER

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 2018 and
31 December 2017 are short-term in nature and are not
materially different from their fair values.

AT

RZF—NENA=Z+HR=-ZT—+tF
TZA=+—8 ' NEBERA A K
ArEzemIT A EHEBSIME -
HENTETESAER -

—T)\ERiEs BAWRERAT | 63
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)/ 18  ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

64

18 FEfERMRFETBER

30 June 31 December

2018 2017

ZE-N\F —TE—+F

ANA=+H +=ZA=+—H

RMB million RMB million

AREBER AREBET

Accounts payable FETBRFR 2,538 2,858

Contract liabilities AHAaE 8,743 =

Advances from customers EYSEF - 8,481

Salaries and welfare payable e E € RAEF| 369 284

Accrued expenses FERTRISZ 346 26

Dividends payable FERIAR S 1,086 1,069

Interest payable FESFIE 121 376
Construction fee and equipment FE 2R B KRR A AN

cost payables 8,149 10,279

Amounts due to related parties FESRAE A TR

— Non-controlling interests - FEPERIERE R - 1

— Others - Hfth 230 14

Deferred income EEWA - 400

Other payables Hth FEAS 5RI8 2,685 2,781

24,267 26,569

KUNLUN ENERGY COMPANY LIMITED

Interim Report 2018



Notes to the Unaudited Interim Financial Report

REFZLPHABREMEE

18

19

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 18

(CONTINUED)

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

accounts payable, based on the invoice date, is as follows:

FEfHRRR R FERT BB (48)

BERTHR  BNRFZEZAH KRBT
LI

30 June 31 December

2018 2017
—E-N\F —E—tF
NA=+H +ZA=+—H

RMB million RMB million

ARBEET ARBEBETT

Within 3 months =@EANUA 1,629 2,290
Between 3 to 6 months =@EAZEARNEAR 207 109
Over 6 months NMEA K E 702 459
2,538 2,858

BORROWINGS 19 {EE
30 June 31 December
2018 2017
—E-N\E —T—+tF
~NA=+tH +=-—A=+—H
RMB million RMB million

ARBEER ARBBEET

Short-term borrowings — unsecured WHEAEE - S 7,200 10,487
Current portion of long-term borrowings REEE ZBHIE 5 1,169 1,318
8,369 11,805

Long-term borrowings — secured RHIEE - G 15 22
Long-term borrowings — unsecured RAEEE - £ 28,142 30,592

Less: Current portion of long-term B REEE ZBVEE S

borrowings (1,169) (1,318)
26,988 29,296

35,357 41,101

—T)\FRiEs BAKRERAT | 65
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)/ 19 BORROWINGS (CONTINUED)

19 {BE(&)

As at 30 June 2018 and 31 December 2017, the borrowings of RZZE-NEFEAA=F+HE=ZZT—EF+=A

the Group were repayable as follows: =t+—H ' AEEMNEEERNTEE

Bank loans Loans other than bank loans
IRITEN BRIFITER AP ER

30 June 31 December 30 June 31 December
2018 2017 2018 2017
—ZE-N\F —E—+F —E-N\F —E—+F
AA=+A +=ZA=+—H ANA=+H +=—A=+—H
RMB million RMB million RMB million RMB million
AREBETRT AREBET AREEET ARBEETT
Within one year —FR 5,254 3,386 3,115 8,419
Between one to two years —ZE =4 2,165 1,543 11,228 2,888
Between two to five years —FRF 619 1,282 8,303 19,178
After five years AFELAE 1,388 1,223 3,285 3,232
9,426 7,384 25,931 33,717

As at 30 June 2018, included in the loans other than bank loans

were unsecured borrowings from an immediate holding company,

an intermediate holding company, a fellow subsidiary and CP

Finance, which bore interest ranging from 2.00% to 4.95% per
annum (31 December 2017: 2.00% to 6.50% per annum). As at
30 June 2018, loans other than bank loans also included senior

notes issued by the Company of RMB6,590 million (31 December
2017: RMB6,490 million), which bore interest ranging from 2.875%

t0 3.750% per annum.

66 KUNLUN ENERGY COMPANY LIMITED

Interim Report 2018

RZZE—\FEXA=1H BETEZTUINGE
RNRE —BEEZERAR - —HEHRBEERD
Al —HRRMBEATI R HTE2EE A&
IR RIETEF RN T 2.00% E4.95% B (=
T—+F+A=+—H: SFFENT2.00%
£6.50%) c RZZE—N\FAA=TH ' RiRTE
TN BRBIEHARRBRTZELEZRAA
REBS50EETL(ZE—tF+=-A=+—H:
AR#6,4900B&ETT) « RIRBEFENTF2.875%
£3.750% 518 ©
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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: Exploration
and Production, Natural Gas Sales, LNG Processing and Terminal
and Natural Gas Pipeline.

The Exploration and Production segment is engaged in the
exploration, development, production and sales of crude il
and natural gas. The Natural Gas Sales segment is engaged
in 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 transportation
of LNG. Natural Gas Pipeline segment is engaged in the
transmission of natural gas through pipeline.

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”).

Total assets exclude deferred and current taxes, other financial
assets, investments in associates and joint ventures (“segment
assets”), as 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.

20

—To)\FhiiRE BEREE

WREH
LERMCERTARAEIELERRERHZ
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mE  AEBEZRE-RIABMEBER K
ARG B ESERRE : BFREEE - RAR
$HE - LNGINTEFERRARES °

HREAERBIEERBRRARZBER - 5
B EEMEE - RARFERREETRARA
[FI2E fn B LPG Yt B BR T o NG I T SR 78 4R
BIEEING T - #& - #7F - meho&Ed - X
RAREBRA LT BETEBARARELR -
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70

SEGMENT INFORMATION (CONTINUED)

Neither the Group’s revenue is derived from nor the Group’s
non-current assets are located in the place of domicile of the
Company.

For the six months ended 30 June 2018, revenue of approximately
RMB9,840 million (six months ended 30 June 2017 restated:
RMB6,721 million) is derived from one (six months ended 30 June
2017: one) customer with whom transactions have exceeded
10% of the Group’s revenues. The revenue is attributable to the
Exploration and Production, Natural Gas Sales, LNG Processing
and Terminal and Natural Gas Pipeline segments.

COMMITMENTS

(@) Operating lease commitments

Operating lease commitments of the Group are mainly
for leasing of land and buildings and equipment. Leases
range from one to thirty years and usually do not contain
renewal options. Future minimum lease payments as of 30
June 2018 and 31 December 2017 under non-cancellable
operating leases are as follows:

20

21

RREE (&)

AEE 2 WAL ERE AR BN - MAKE
ZIERBEE IR IR AR R

HE-Z—/\FANA=ZTHLEANEAR  WALHA
R¥9840EETL(BE_T—TFA=1THL
~NEAEY  ARE6, 721 & L) RE —%& (F
E-T—+FAA=THIEANER  —R)EF
ZEBEPZRGEREERAZ 10% A E o A
REBREAE - RARHE - LNG N T HE
A RRAREBIRGE o

iR
@ REBERE

REBZREHEAETEARET R
BFURRE - BENT —E2=1+F2
M —RIEEELNERN - R —N\F
NAZTHEE=ZE—tHF+-HA=+—
B BETAHE&EHER FRRK
SERSMK

30 June 31 December

2018 2017
=E-N\F —T4F
AA=tH +=ZA=+—H
RMB million RMB million

ARBEER ARBBEET

Not later than one year —FR 264 279

Later than one year and not later FE_EZEAFNK
than five years 460 581
More than five years AFENE 482 627
1,206 1,487
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COMMITMENTS (CONTINUED) 21 RIEGE)
(b)  Capital commitments (b) EREE
30 June 31 December
2018 2017
—E-N\FE —E—tF
ANA=tH +=ZA=+—H
RMB million RMB million
AREEERT AREBETT
Contracted but not provided for: BT QA{EREHEE :
— Other property, - HM¥% - B k&
plant and equipment 176 395
Authorised but not contracted for: B #t/EERETH :
- Qil field development costs - mAREER 238 285
— Other property, - Btz - BE MEE
plant and equipment 5,496 5,490
5,734 5,775
RELATED PARTY TRANSACTIONS 22 FAEANTER S

CNPC, the controlling shareholder of the Company, is a state-
controlled enterprise directly controlled by the PRC government.
The PRC government is the ultimate controlling party of the
Company. Related parties include CNPC and its subsidiaries
(together, the “CNPC Group”), other state-owned enterprises
and their subsidiaries which the PRC government has control,
joint control or significant influence over the enterprises which
the Group is able to control, joint control or exercise significant
influence over, key management personnel of the Company and
CNPC Group and their close family members and any entity,
of any member of a group of which it is a part, provides key
management personnel services to the Group’s parent.

—T-)\FhHHmE BR

B A m B (AR RERAR) Al BB E
EEHlzHlA X - MEBFRARRZ KA
7y - BEALREPREAHEREREKE R
(BRI aEE])  AFBEBFES  XFRE
HRBEAFEZEMBEBLXEREZHER
A - RS AREEEMES - KEZEHRITEEX
FEZLE  ARARPHEBZIEEEAS
MREZIRRGERE - H—HEBZEMKE
RE(REBEZ —#D) MAEEZARREHRE
ZEEANBRR -
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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:

(a)

KUNLUN ENERGY COMPANY LIMITED

Transactions with 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) an oil production sharing
contract (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.

Interim Report 2018
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FEALR S (R)

SRR M B REEMEO R ZEAEALER
2O AEEEEREEATRABMAR —RER
HBENTLZEANFEALRS KRB EAL
RGEL 2 EHBRT

(a) HEFHEE- BEQXRARSELEZ
x5

AEBRPMEBEMBKE ARG REZH
X5 - ARULEFRE @ NEEEBHEE
HAbp B A B Z MR B IR AT R E b
BEATHZEMEA L ZRNR S HR
BT e

SR RARE I BEARRARD
£MEBMBAL R IRAHEHBE
R - BT -

i) REE ()R— NN EFEPHEE
FIHEERAKE R(TRRE
&R R (i) & FHx R (2ER
—Z—+Ft+—A=t+hBEEH
EECEE+A=+—HIE=
EFEBERSRE NHDHT
) BT RRIEZN AR
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22 RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with 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
RMB16,628 million (six months ended 30
June 2017: RMB16,429 million) for the six
months ended 30 June 2018.

Provision of services by the CNPC Group
to the Group amounted to approximately
RMB1,401 million (six months ended 30
June 2017 restated: RMB2,951 million)
for the six months ended 30 June 2018
which includes interest charged on
the loans and advances obtained from
CNPC, PetroChina, Sun World and fellow
subsidiaries of approximately RMB481
million (six months ended 30 June 2017
restated: RMB446 million).

Provision of products by the Group to the
CNPC Group amounted to approximately
RMB1,999 million (six months ended 30
June 2017 restated: RMB1,619 million) for
the six months ended 30 June 2018.

Provision of services by the Group to the
CNPC Group amounted to approximately
RMB7,841million (six months ended 30
June 2017 restated: RMB7,714 million),
which mainly includes natural gas pipeline
transmission services provided by the
Group, for the six months ended 30 June
2018.
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BREBEZRESRERERS  BHRE
N SEID ML E SN AP &y
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AR7s ~ SRR R E R o

— (=T - N\FA=1H
LESER - FmEE RS
ERMHERANAKE16,628
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16,420 H&ETT) °

= BHE-T-N\FRA=T
BIEANEAR @ FhEER
REERERBEOARE
1401 BB (BHE=T
—+tFRNA=+HIEAHE
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22 RFAEANLEES(E)
(@ Transactions with CNPC Group, associates and (@ HPHEE BEATAREELEZ
joint ventures (Continued) x5 (#)

(i) The Group has entered into agreement for the (i) REBGT I E  RAASEEET
sales of natural gas with certain associates of the BEANTHERAR  BE_ZT
Group amounting to approximately RMB50 million —\EXNA=FTHLEANEROAR
(six months ended 30 June 2017: RMB31 million) BeoE&L(BEZE—tF<A
for the six months ended 30 June 2018. =THIEAREAR: ARKIEE

JT) °
The above transactions in (i) and (i) constituted it 22 5 () F (i) AR #E _E T AR BB
connected transactions in accordance with 14AERERRRER S ©
Chapter 14A of the Listing Rules.

(ii) As at 30 June 2018 and 31 December 2017, (iii) RZE—N\FNA=Z+HEZ=ZF
amounts due from and to CNPC Group, —tF+ZA=1+—8 ' ElREE
associates and joint ventures of the Group, which TP mER « AEEZBE AR
are unsecured and interest free except borrowings, REBEGHEZFIE(BREER - M—
loans to an associate, loans to joint ventures and HEE QB ER  MEBELEER
obligations under finance leases, are included in REtEREREN) REERARR
the following accounts captions and summarised B BRrATHIEERE Rt
as follows: U

30 June 31 December
2018 2017
ZEB-N\F —E—+F
RA=+H +ZHA=+—H
RMB million RMB million
AREBET AREBHET
Intangible and other Em R EMIEREN B E
non-current assets 842 387
Accounts receivable FEUBR R 550 462
Prepaid expenses TERTER R E MR EN &
and other current assets 28 588
Accounts payable EERR K IETAE
and accrued liabilities 3,993 4,226
Borrowings BE 19,236 27,212
Obligations under finance RhE A ERIE
leases 165 217

KUNLUN ENERGY COMPANY LIMITED

Interim Report 2018
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22  RELATED PARTY TRANSACTIONS (CONTINUED) 22 FHEALRS(4E)
(b) Key management compensation b) FEEEEBZHME
Six months ended 30 June
BEAA=tHLAEA
2018 2017
RMB million RMB million
—=E-N\F —E—tF
ARBBET AREBETT
(restated)
(&%)
Salaries and allowances e ke 2 2
Retirement benefits — defined RINE - ARG S
contribution scheme - -
2 2
(c)  Transactions with other state-controlled entities (c) EBEIEHMEEERZIXS

in the PRC

Apart from the aforementioned transactions with the
CNPC Group, associates and joint ventures, the Group
has transactions with other state-controlled entities
include but not limited to (i) sales and purchases of goods
and services; (i) purchases of assets; (i) lease of assets;
and (iv) bank deposits and borrowings.

These transactions are conducted in the ordinary course
of the Group’s business on terms comparable to those
with other entities that are not state-controlled.

BRUA EfR R B hEE - BE AR RAE
LERZZHI AEEEREMCEAER Y
RZBFEETRY) VHERBERERR
RS (NVEEEE: (NBEEE &(v)
RITFEARREE

ZERXRGRAEB z AREBKBEHE
17 WHRBAHMIFEIA TEIRE 2 K

—T\FHRERE BERRERAR 75

"«
A

A



Notes to the Unaudited Interim Financial Report

Qi

| REBLPHM RS

I’ 4=

76

ACQUISITION

2017 business combination under common control

As mentioned in Note 2 to this interim financial report, the
acquisition of Jingtang Co. has been accounted for in accordance
with AG 5. Accordingly, the assets and liabilities of Jingtang Co.
acquired by the Group have been accounted for at historical cost
and the financial statements of the Group for periods prior to the
combination have been restated to include the financial position
and results of operation of Jingtang Co. on a combined basis. The
final consideration of RMB1,906 million payable by the Group has
been treated as an equity transaction. The details of the restated
balances are as follows:

KUNLUN ENERGY COMPANY LIMITED Interim Report 2018
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ACQUISITION (CONTINUED) 23
2017 business combination under common control “E - FHEEGT ZEKE 6 (F)
(Continued)
The summarised results of operations for the six months ended BEZZT—+tFNA=THERNERACKEER
30 June 2017 are set out below: ZHEHIIOT
Inter-company
The Group Jingtang Co. eliminations The Group
A EHE REAT] AR T5HE
RMB milion RMB milion RMB million RMB million
AREBET AREBET AREBET ARKBET
(as previously (restated)
reported)
(AT 25]) (Z31)
Results of operations HE-ZT—1F
for the six months ended ~NA=TALAEAR
30 June 2017 ZIBEEE
Revenue WA 40,078 648 = 40,726
Other gains, net Hilhas - 58 563 8 - 571
Interest income MBBA 125 6 - 131
Purchases, services and others e R KA (28,271) (80) - (28,351)
Employee compensation costs EEMEMA (1,839) (15) - (1,854)
Depreciation, depletion and &  BRREH
amortisation (2,665) (148) - 2813
Impairment loss on property, 0% BEREE
plant and equipment HEEE (100) - - (100)
Seling, general and HE  —RUNERER
administrative expenses (1,664) (26) - (1,690)
Taxes other than income taxes BRETERASN 2 BOR (215) (1) - (216)
Interest expenses FEXH (481) (49) = (530)
Share of profits less losses of: FEME R ARUEE -
- Associates -BERE 402 - - 402
- Joint ventures -BERE 112 - - 112
Profit before income tax KRS B F A&
expense 6,045 343 - 6,388
Income tax expense FEHER (1878) (89) - (1,967)
Profit for the period AT 4,167 254 - 4,491
—E)\FhiiRE BERtRERATE 7
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/’ 23  ACQUISITION (CONTINUED)

23 KRB (&)
2017 business combination under common control “E - FHEEST ZEKS 6 (F)
(Continued)
Inter-company
The Group Jingtang Co. eliminations The Group
A5E REAR AR ALHE
RMB million RMB million RMB million RMB million
AREBET AREBET AREBET AREBET
(as previously (restated)
reported)
(A 25]) (Z31)
Results of operations HE T %
for the six months ended ~NA=THIEAER
30 June 2017 (Continued) IBERE(R)
Other comprehensive income: Hit2 AW
Items that may be reclassified HENEHAER
subsequently to profit or loss: BaEZEE
— Exchange differences on - BiBaRAE
translation of financial EXEE
statements, net of il tax, of: MREREE :
- Subsidiaries i 21 - - 21
~ Assoclates -BEAT 5 - - 5
-~ Joint ventures -5ELE (17) = = (17)
~ Fair value loss on - N ERHEE L
avalable-for-sale financial ATEHE (TE02ER)
assets (recycling), net of nil tax MREHER (44) = = (44)
Other comprehensive income FEREM2ERS
for the period (39) - - (35)
Total comprehensive income TER2ERREE
for the period 4,132 254 - 4,386
78 KUNLUN ENERGY COMPANY LIMITED Interim Report 2018
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23  ACQUISITION (CONTINUED) 23 BB (48)
2017 business combination under common control “E—tFHEEHNT 2EKES 0 (F)
(Continued)
Inter-company
The Group Jingtang Co. eliminations The Group
I5E REDA NS Ekiwe F5E
RMB million RMB million RMB million RMB million
AREBET AREBET AREEET ARBEET
(as previously (restated)
reported)
(mpAEZ5]) (Z31)
Results of operations BHE-T %
for the six months ended NAZTALEAEAR
30 June 2017 (Continued) BExIE(E)
Profit for the period attributable to: KERELET -
— Owners of the Company - RRERE 2419 129 - 2,548
— Non-controlling interests - JeE 1748 125 - 1,873
4,167 254 - 4,421
Total comprehensive income AEREEZANRAE !
for the period attributable to:
— Owners of the Company -ARERER 2,397 129 - 2,526
— Non-controling interests - FEERIM 1,735 125 = 1,860
4,132 254 - 4,386
Earnings per share for profit RATRRELERZ
attributable to owners BREF
of the Company
— Basic (RMB cent) -ER(ARES) 29.97 1.60 - 3157
- Diluted (RMB cent) -BE(ARES) 28,52 1.49 - 30.01

T \FhHHRE ERERARAR 79
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23 KRB (&)
2017 business combination under common control “E - FHEEST ZEKS 6 (F)
(Continued)
Inter-company
The Group Jingtang Co. eliminations The Group
A5E REAH NGl ki ALHE
RMB million RMB million RMB million RMB million
AREBET AREBET AREBET AREBET
(as previously (restated)
reported)
(T 251) (31)
Cash flows for the six months HEZZtF
ended 30 June 2017 ~NA=THIEAER
LBeNE
Net cash generated from BEEHMEL
operating activities REFH 5,486 292 - 5,778
Net cash (used in)/generated from investing REEDA(R) /B2
activities ReFE (5,340) 9 - (5,331)
Net cash used in BEEBAL
financing activities ReFE (2,298) (296) - (2,594)
Net (decrease)/increase in cash BeRBESEER
and cash equivalents 2 (WD) / EmFE (2,152) 5 - (2,147)
Cash and cash equivalents RZZ-+%-A-H
at 1 January 2017 ZREeRBEEEER 19,163 2 - 19,165
Effect of foreign exchange ExgnoHe
rate changes (239) - - (239)
Cash and cash equivalents at R-E-tF
30 June 2017 ~A=TH
ZRERBESEER 16,772 7 - 16,779
COMPARATIVE FIGURES 24  LEEEUR

The Group has initially applied HKFRS 9 at 1 January 2018. Under
the transition methods chosen, comparative information is not

restated. On the other hand, as a result of the application of AG 5,

certain comparative figures have been restated. Further details are

disclosed in Notes 3 and 23.

KUNLUN ENERGY COMPANY LIMITED
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25

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE SIX MONTHS ENDED
30 JUNE 2018

A number of amendments and new standards are effective
for annual periods beginning after 1 January 2018 and earlier
application is permitted. The Group has not early adopted any
new or amended standards in preparing this interim financial
report.

The Group has the following update to the information provided
in the last annual financial statements in respect of HKFRS 16,
Leases, which may have a significant impact on the Group’s
consolidated financial statements.

HKFRS 16, Leases

As discussed in the 2017 annual financial statements, currently
the Group classifies leases into finance leases and operating
leases and accounts for the lease arrangements differently,
depending on the classification of the lease. Upon the adoption
of HKFRS 16, where the Group is the lessee under the lease the
Group will be required to account for all leases in a similar way
to current finance lease accounting, i.e. recognise and measure
a lease liability at the present value of the minimum future lease
payments and recognise a corresponding “right-of-use” asset
at the commencement date of the lease, subject to practical
expedients. HKFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for items of property, plant and equipment
which are currently classified as operating leases.

25

—T-)\FhHHmE BR

BEE—T-/)\FRA=THILKERCHM
B RERZIETA BT 2R KRBT

A=V
HERsE

SREARRFTENR —ZE—NF-A—BZ
BB FERRERLAFREER - AEE
A BN r B B 705 3 5 B 0 SR AR R AR AR (R TR AT
HAEERT A -

AEEY - OFEHBHRRARBEBETEN
BIELERE165E [HE | WEFHEL AT A 5E
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AR AR - RRERRBERBENRE
EREkGEHEAE - WARBLFRR B BHRER
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE SIX MONTHS ENDED
30 JUNE 2018 (CONTINUED)

HKFRS 16, Leases (Continued)
The following is an updated information about the Group’s

future minimum lease payments, based on the non-cancellable
operating leases that have been entered into by 30 June 2018:

25

BE—T-/\FRA=THILFERCHEMK
BERENZIETH - FzT ERI K2R T

RERE (@)
ERVBHREENE 165 [HE I(FA)
ATARBAEER_T—\FRA=+THEA

ST A A T A B R R B TR
ZEHER

Properties Others
LIES Hit
RMB million RMB million
ARBEEST AREEST

Amounts payable: JERTFIR
Within 6 months NMEAR 101 52
After 6 months but within 1 year NEAE—FA 72 39
After 1 year but within 5 years —FERFRN 292 168
After 5 years TF AR 253 229
718 488

Upon the initial adoption of HKFRS 16 at 1 January 2019, the
present value of most of the future minimum lease payments that
are payable after 6 months will be recognised as lease liabilities,
with corresponding right-of-use assets recognised as non-current
assets. The Group will need to perform a more detailed analysis
to determine the amounts of new assets and liabilities arising from
operating lease commitments on adoption of HKFRS 16, after
taking into account the applicability of the practical expedient and
adjusting for any leases entered into or terminated between now
and the adoption of HKFRS 16.

KUNLUN ENERGY COMPANY LIMITED Interim Report 2018
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Review Report
ERHRE

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
22 to 82 which comprises the consolidated interim statement
of financial position of Kunlun Energy Company Limited (the
“Company”) as at 30 June 2018 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.
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Review Report
ERRE

CONCLUSION “him

Based on our review, nothing has come to our attention that RIFHRMAIFE TIE - RMIWEETEIERFIEGE
causes us to believe that the interim financial report as at 30 June  BEFIHEER - N\FRXA=1T B+ BHHERE
2018 is not prepared, in all material respects, in accordance with ~FE&EARF AR IZRCEB LR )E 3458 [ F 57
Hong Kong Accounting Standard 34, Interim financial reporting. BHiHRE | mE -

KPMG EFHgTHMEBH
Certified Public Accountants HEZEED

8th Floor, Prince’s Building BAEFIR

10 Chater Road EEFTE 5

Central, Hong Kong RKFARNENE

28 August 2018 —E-NFNA=Z+NH
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