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Profit attributable to owners of the Company
was RMB3,143 million, representing an increase of 1.65%.
RARBRRELEFARYE 31.43/8 7T - EIN1.65% °

Natural Gas Sales
RARHEE

Revenue ,
the Group’s natural gas sales volume was

LN 12,595 million cubic
The revenue for the Period met reS,

was approximately
representing an increase of 20.33%

RM B53,543 RARHER 126,958 772K - 154020.33%
million,

representing an increase of 7.96% . The
increase was mainly due to the expansion of
natural gas business.

REAR Z WA K B AR 535.43 87T
EINT.96% o WINEER

R RIARFETEIERAEL ©

- - - - LNG Processing and

Terminal
Natural Gas Pipeline LNG N TEEfE
AAREE

LNG gasification and entrucking volume
The transmission volume of Natural Gas Pipeline business was totally was

28,268 million 9,445 million
cubic metres, cubic metres,

representing an increase of 7.61% representing an increase of 0.06%.
ARREBRIG B RE /28268 (B 7K - LNG L% B4 04.45 [B7 53K - #40
#h07.61% 0.06% °

Exploration and Production

BRELEE

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

6.80 million barrels
WA E E K E RM 680 B 1R




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 2019 (the “Period”) to the
shareholders on behalf of the Board of Directors (the “Board”).

During the Period, the Chinese government continues to intensify
its effort on opening up to the outside world and domestic
reduction on fees and taxs, to optimise and upgrade the industrial
structure, and the emerging industries continue to release new
vitality in economic development. The overall economy of the
People’s Republic of China (the “PRC”) is generally stable and
in steady progress, with GDP growth of 6.3% in the first half
of this year. With the progressing of the State's awareness on
ecological civilisation, the “Blue Sky Defence War” continues to
have a fruitful harvest, and strict governance will be imposed on
the three major pollution sources such as industry, coal and motor
vehicles. Following the full launch of the 4-years second round of
central government eco-environmental protection inspection, the
natural gas utilisation level of all provinces, autonomous regions
and municipalities will continue to increase. In the first half of the
year, the national production volume and the net imported volume
of natural gas was 149.3 billion cubic metres, representing a
year-on-year increase of 10.8%, and demand for natural gas
maintained at a double-digit rapid growth.
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Chairman Statement
FEHRE

The Group adhered to the concepts of new development,
employed them as its guiding principle and took its responsibility
seriously for its shareholders, employees and society. It proactively
seized opportunities during this strategic period vital to the
development of the industry and adapted to the macro trend
of the oil and gas system reform in the country. It sought to
exchange complementary advantages with the entities within the
industry in upstream and downstream, strengthen cooperation
with them, and jointly establish an ecosystem based on mutual
benefits and win-win situations for the natural gas industrial
chain. Benefiting from the new sale integration system for natural
gas in PetroChina Company Limited (“PetroChina”), the Group
systematically reconstructed its business management structure,
organisational and control system, and business operation model,
thereby eliminating the systematic and structural hurdles that
had long hampered the growth of sales and the improvement
of efficiency in its end-users business. As a result, the retalil
sales volume of its natural gas retail sales business increased
significantly. The new advantages of LNG integrated operation
were initially established, and the operating results were obviously
better than expected. The Company's development momentum
and vitality have been continuously enhanced by the special
reform of the “Double Hundred Action”.

The Group captured the strategic opportunities in the
development of the PRC natural gas industry and conformed
to the trend of China’s oil and gas system reform. The Group
combined with optimisation adjustment made by PetroChina on
the natural gas sales management system, relied on resource
advantages and synergy, adhered to high-quality development,
vigorously developed the end-users projects, such as city gas,
and users, endeavored to increase the sales volume of natural
gas end-user consumption, continued to create the advantages
in LNG’s “extraction, storage, production, distribution, sales”
integrated operations, accelerated the application of LNG in
vehicle and ship business, and promoted the launch of “Double-
Hundred Action” special reform measures, thereby enhanced the
competitiveness and the development momentum and vitality of
the Group.
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During the Period, the Group recorded revenue of RMB53,543
million, representing an increase of RMB3,950 million or 7.96%
compared with the revenue for the same period of last year; profit
before income tax expense was RMB7,673 million, representing
an increase of RMB442 million or 6.11% compared with the profit
before income tax expense for the same period of last year; profit
attributable to owners of the Company was RMB3,143 million,
representing an increase of RMB51 million or 1.65% compared
with the profit attributable to owners of the Company for the same
period of last year.

NEW PROJECT DEVELOPMENT

Since PetroChina has optimised and overhauled the natural gas
sales management system in October 2018, the Group has
focused more on the development of natural gas end-users retail
business. During the Period, 14 new development projects have
commenced operation with the increase in the annual retail sales
capability of 600 million cubic metres, 26 projects completed
business registration and are expected to increase in annual retail
sales capability of 1,500 million cubic metres. During the Period,
the number of city gas projects of the Group amounted to 340,
covering 31 provinces, cities and autonomous regions across the
country.

In addition, taking advantage of the “Gasification in Longjiang’
Strategic Cooperation Framework Agreement” entered into
between PetroChina and the government of Heilongjiang
Province, the Group will fully tap into the resources of Sino-
Russian Eastern Pipeline and make all-out effort to promote the
development of end-users utilisation projects in order to support
the strategic implementation of “Gasification in Longjiang”. The
Group and the refined oil sales companies of PetroChina jointly
drew up a blueprint for the “promotion of joint development of oil
and gas”, with a plan to construct 100 oil and gas joint refilling
stations across Sichuan Province within three years.
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Chairman Statement
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NATURAL GAS SALES

The Group actively responded to the country’s call for “Defending
the Blue Sky” ([EX{RESE ), fully leveraged its resources,
made joint efforts and collaborated with each unit, vigorously
promoted the development of new retail gas users base, actively
expanded the scope of the consumption in gas of the existing
users, effectively enhanced its sales efficiency and achieved
increase in both sales volume and efficiency. During the Period,
total natural gas sales volume recorded 12,595 million cubic
metres, representing a year-on-year increase of 20.33%, among
which, city gas sales volume recorded 8,995 million cubic
metres, representing a year-on-year increase of 25.17%. During
the Period, the number of new users amounted to 327,000,
including 324,000 new residential users and 2,383 new industrial
and commercial users and the cumulative number of users has
reached more than 10 million.

The Group adhered to the strategy of stimulating retail sales
with the construction of branch pipelines, and promoted the key
branch pipeline projects in an orderly manner during the Period. In
which, the Group commenced the operations of 3 branch pipeline
projects including Liaoning Wafangdian-Changxingdao branch
pipeline, Shandong Donggang meter and regulator station, Miluo
Pingjiang branch pipeline, started the construction of 5 branch
pipeline projects including Chaozhou natural gas pipeline project,
Haimen city gas, Tai’erzhuang natural gas utilisation project,
Yunnan Anning natural gas utilisation project, and continued to
advance the construction of 8 branch pipeline projects including
Yunnan Honghe branch pipeline, Guizhou Duyun Kaili branch
pipeline and Changsha Yiyang.

During the Period, Natural Gas Sales business recorded revenue
of RMB44,069 million, representing a year-on-year increase
of 7.84%. Profit before income tax was BRMB2,379 million,
representing a year-on-year increase of 1.97%.
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LNG PROCESSING AND TERMINAL

The Group made full use of its special advantages of “terminals
+ processing plants”, optimised the operation efficiency of LNG
terminals through “gasification and transmission”, “direct sales
in liquid form” and “pipeline resource integration”, effectively
supported the efficient production of processing plants and sales
of terminal stations in liquid forms and enhanced the operation
capacity of processing plants, thereby resulting in an increase in
the overall value of LNG business chain.

During the Period, LNG gasification and entrucking volume of
Jiangsu LNG Terminal, Jingtang LNG Terminal and Dalian LNG
Terminal under the Group amounted to 9,445 million cubic
metres in total, representing a year-on-year increase of 0.06%.
Average terminal utilisation rate increased 0.4 percentage point
to 70.8% as compared with the same period of last year. 12 LNG
processing plants were put into operation and the processing
volume of LNG processing plants was 993 million cubic metres,
representing a year-on-year increase of 375 million cubic metres.
The production capacity was 43.9%, representing a year-on-year
increase of 20.9 percentage points.

During the Period, LNG Processing and Terminal business
recorded revenue of RMB4,765 million, representing a year-on-
year increase of 17.83%. Profit before income tax was RMB1,822
million, representing a year-on-year increase of 5.56%.

NATURAL GAS PIPELINE

During the Period, PetroChina Beijing Gas Pipeline Co., Ltd.
continued to improve its safety management level and accelerated
the construction of interconnection projects with safe and stable
operation of the pipelines. During the Period, the transmission
volume of the Group amounted to 28,268 million cubic metres,
representing a year-on-year increase of 7.61%. The revenue
of Natural Gas Pipeline business reached RMB5,199 million,
representing a year-on-year increase of 2.93% and profit before
income tax was RMB3,186 million, representing a year-on-year
increase of 14.48%.
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Chairman Statement
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EXPLORATION AND PRODUCTION

During the Period, the sales volume of crude oil of the Group
was 6.80 million barrels, representing an increase of 0.19 million
barrels or 2.87% compared with 6.61 million barrels for the same
period of last year. During the Period, as international crude oil
price declined compared with the same period of last year, the
average realised crude oil selling price of the Group decreased to
US$56.01/barrel from US$57.88/barrel during the same period of
last year.

During the Period, the sales revenue of crude oil was RMB1,007
million, representing a year-on-year increase of 6.90%. Profit
before income tax was RMB656 million, representing a decrease
of RMB18 million or 2.67% from RMB674 million for the same
period of last year.

BUSINESS PROSPECTS

The International Energy Agency considers that Asia-Pacific
region is the main origin of growth in global natural gas demand
at present and predicts that Asia will continue to lead the growth
in global natural gas consumption in the coming 5 years. China
will account for close to 40% of global consumption growth.
Various authoritative organisations predict that the natural gas
consumption in the PRC this year will exceed 300,000 million
cubic metres. According to the national energy development
plan, in the PRC, proportion of natural gas in the primary energy
consumption structure will be strived to reach 10% in 2020 and
the natural gas market will still have a great room for development
in the coming years. In the first half of this year, the State Council
issued the “Opinions on Promoting State Level Economic
Technology Development Zone Innovation and Upgrading for
Reforms and Opening-up of New Highlands” (%8 7 H#E # B R 4%
OB R RATENER BT S E R), showing
its support for the state level economic technology development
zones to introduce market-oriented reforms on the price of the
non-residential use of natural gas pursuant to the regulations. It
also issued documents including “Measures on Fair and Open
Supervision of Oil and Gas Pipeline Network Facilities” (H& e
BRI A FRREENIEE), thereby continuing to promote the
construction of a system for the production, supply, storage
and sales of natural gas for its coordination and development.
Meanwhile, following the extensive implementation of the “Three-
Year Action Plan for Defending the Blue Sky”, and the joint
statements by the Ministry of Transport and National Development
and Reform Commission on giving priority to secure and speed
up the approval of Changjiang LNG terminal, the room for growth
of the natural gas market will continue to expand.
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These macro environments are very beneficial to the development
of the Group. In the context of the nation’s deepening of the oil
and gas system reforms, the development of the natural gas retail
business will play a vital supportive role in PetroChina’s forming of
the value chain of the natural gas market in the PRC. The Group
is confident and capable of seizing development opportunities,
with the practical cooperation with various partners and in respect
of various types of capitals, and will make an all-out effort in
creating the “golden terminal” of natural gas sales and promote
the continual, rapid and healthy development of the natural gas
industry in the PRC, thereby building up cleaner and more efficient
natural gas resources for the economic, social development,
ecological civilisation.

Increase market expansion to achieve growth in both
sales volume and efficiency of natural gas retail business.
The Group will strengthen cooperation with local governments,
increase collaboration with local gas industry enterprises,
give priority to high-quality, efficient and sustainable markets
and projects, increase its business scale and market share
expeditiously and fully promote the implementation of a number
of key projects. The Group will also accelerate the operation of
new projects and the orderly development of existing projects,
continue to step up its efforts in the development of high-quality
users as well as vigorously increase the income, reduce the
expenditures and increase efficiency, in order to increase the
profitability of the natural gas retail sales and to achieve increase
in both sales volume and efficiency.

Accelerate the construction progress of strategic and
major branch pipeline projects. The Group will persist in
the integrated development of newly added branch pipeline
projects and drive the development of downstream market,
using the downstream market to support the natural gas sales
of branch pipelines. During the year, the Group will commence
the construction of Jintan-Jdiangning branch pipeline and Jieyang
branch pipeline, and commence the operations of 8 branch
pipelines, including Yunnan Honghe branch pipeline, Guizhou
Duyun Kaili branch pipeline, and Changsha Yiyang. The Group
will also ensure that the projects including Jieyang natural gas
pipeline, Xianyou-Yongchun-Dehua natural gas pipeline project,
Hengyang-Yanling natural gas branch pipeline project, Jintan-
Jiangning branch pipeline, and Haimen Linjiang natural gas supply
project will be proceeded as planned.
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Continue to promote LNG business integration. The Group
will construct a whole industrial chain LNG liquid sales system with
“Terminals and processing plants as base, self-operated stations
and end-users as support, logistic optimisation as security, and
tank distribution as an auxiliary” thereby focusing on exploring the
potentials of LNG integrated operations. The Group will adhere
to focusing on benefits, optimise the business operation mode
of LNG processing plants, coordinate the balance in resource
allocations, differentiate pricing strategies, and further improve the
production load of LNG processing plants.

Promote in full force the expansion of sales and volume of
the LPG retail business. The Group will strengthen predictions
on markets, increase sales and purchases of LPG, accelerate the
introduction of natural gas from Russia and the additional offshore
import. The Group will select quality projects which will be put into
operation as well as setup a standardised, safe and unified direct
sales and distribution demonstration project, in order to increase
retail development capabilities and efficiency. The Group will also
extend its operations, and actively promote the gas supply pilot
program for small storage tanks and the procurement and supply
of chemical raw materials.

The Group will continue to adhere to the concepts of openness,
inclusiveness and win-win cooperation, persist in high-quality
development, make full use of its advantages in industrial
structure, further advance in business integration as well as
continuously enhance its asset efficiency and corporate value so
as to strive to bring more returns to its shareholders.

INTERIM DIVIDEND

The Board does not recommend the declaration of interim
dividend for the Period.
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Kunlun Energy Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) continued to develop its
business in LNG Processing and Terminal and Natural Gas
Sales segments which recorded growth on varying extents
during the period ended 30 June 2019 (the “Period”). Profit
before income tax expense of the Group for the Period was
approximately RMB7,673 million, representing an increase of
6.11% as compared with RMB7,231 million for the last period.
Profit attributable to owners of the Company for the Period was
approximately RMB3,143 million, representing an increase of
1.65% as compared with RMB3,092 million for the last period.

Revenue

Revenue for the Period was approximately RMB53,543 million,
representing an increase of 7.96% as compared with amount of
RMB49,593 million for the last period. The increase was mainly
due to the expansion of natural gas business.

The Group’s revenue was mainly derived from the Natural Gas
Sales segment, LNG Processing and Terminal segment and
Natural Gas Pipeline segment, which in aggregate accounted
for 98.12% (same period of 2018: 98.10%) of the Group’s total
revenue amounting to approximately RMB52,536 million (same
period of 2018: RMB48,651 million).

Other gains, net

Other gains, net for the Period was approximately RMB159 million,
representing an increase of 50.00% as compared with amount of
RMB106 million for the last period. The increase was mainly due
to decrease in exchange loss resulted from depreciation of RMB
against US$ to a lesser extent compared with the same period of
last year.

Interest income

Interest income for the Period was approximately RMB189 million,
representing an increase of 76.64% as compared with amount of
RMB107 million for the last period. The increase was mainly due
to the increase in average balance of interest-bearing financial
assets including cash and cash equivalents and amounts due
from related parties.

Purchases, services and others

Purchases, services and others were approximately RMB39,363
million for the Period, representing an increase of 8.67% as
compared with amount of RMB36,223 million 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 Sales segment.
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Employee compensation costs

Employee compensation costs of the Group was approximately
RMB2,295 million for the Period, representing an increase of
17.27% as compared with amount of RMB1,957 million for
the last period. This increase was mainly due to the increase in
average salary resulting from improved business performance as
well as economic inflation during the Period.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation for the Period was
approximately RMB3,134 million, representing an increase of
2.38% as compared with amount of RMB3,061 million for the last
period. This was mainly due to the increase in property, plant and
equipment arising from right-of-use assets recognised upon the
adoption of HKFRS 16 during the Period.

Selling, general and administrative expenses

Selling, general and administrative expenses for the Period were
approximately RMB1,345 million, representing an increase of
13.22% as compared with amount of RMB1,188 million for the
last period. The increase was mainly due to the increase in loss
allowance of accounts receivable and the rest of the increase was
in line with the expansion of natural gas business.

Taxes other than income taxes

Taxes other than income taxes for the Period was approximately
RMB214 million, representing an increase of 4.90% as compared
with amount of RMB204 million for the last period. Taxes other
than income taxes remained fairly stable during the Period.

Interest expenses

Interest expenses for the Period was approximately RMB563
million, representing a decrease of 2.09% as compared with
amount of RMB575 million for the last period. Interest expenses
remained fairly stable during the Period.

Total interest expenses for the Period was approximately
RMB877 million of which RMB314 million was capitalised under
construction-in-progress.
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Share of profits less losses of associates

Share of profits less losses of associates for the Period was
approximately RMB520 million, representing a decrease of 7.80%,
as compared with amount of RMB564 million for the last period.
The decrease was mainly due to the decrease in realised crude
oil selling price during the Period that in turn led to the decrease
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
increased by 155.07% to approximately RMB176 million (same
period of 2018: RMB69 million). The increase was mainly due to
the increase 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
RMB7,673 million, representing an increase of 6.11% as
compared with amount of RMB7,231 million for the last period.

Income tax expense

Income tax expense for the Period was approximately RMB2,404
million, representing an increase of 9.72% as compared with
amount of RMB2,191 million for the last period. The effective
tax rate (excluding joint ventures and associates) for the Period
increased slightly to 34.46% (same period of 2018: 33.21%).
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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
RMB5,269 million, representing an increase of 4.54% as
compared with amount of RMB5,040 million for the last period.
The profit attributable to owners of the Company for the Period
was approximately RMB3,143 million, representing an increase of
1.65% as compared with amount of RMB3,092 million for the last
period.

LIQUIDITY AND CAPITAL RESOURCES

As at 30 June 2019, the carrying value of total assets of the Group
was approximately RMB139,596 million, representing a decrease
of RMB991 million or 0.70% as compared with RMB140,587
million as at 31 December 2018.

The gearing ratio of the Group was 33.31% as at 30 June 2019
compared with 35.60% as at 31 December 2018, representing a
decrease of 2.29 percentage points. It is computed by dividing the
sum of interest-bearing borrowings, convertible bonds and lease
liabilities of RMB36,657 million (31 December 2018: RMB38,744
million) by the total equity, interest-bearing borrowings, convertible
bonds and lease liabilities of RMB110,039 million (31 December
2018: RMB108,838 million).

As at 30 June 2019, the Group has total borrowings of
RMB32,656 million which will be repayable as follows:
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The carrying amounts of the borrowings are denominated in RMB,
US$, Hong Kong dollars, Japanese yen and Euro.
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The cash and cash equivalents are held in RMB, US$, Hong Kong
dollars and Thai Bahts.

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 2018: none)
has been exercised by the senior executives of the Company as
all share options were lapsed.

As at 30 June 2019, the Group had net current liabilities of
RMB9,650 million. Notwithstanding the net current liabilities of
the Group at 30 June 2019, 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 RMB20 billion, of
which RMB10.3 billion is undrawn as at 30 June 2019;

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

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

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

USE OF PROCEEDS

Interest Paid

The Group paid interest of RMB805 million (same period of 2018:
RMB1,001 million) during the Period.

Dividend Paid

2018 final dividend of RMB23.0 cents per share amounting to
RMB1,831 million (2018: 2017 final dividend of RMB21.0 cents
per share amounting to RMB1,742 million) was distributed to
owners of the Company during the Period.
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PLEDGE OF ASSETS

As at 30 June 2019, no short-term or long-term borrowings were
secured by property, plant and equipment.

MATERIAL INVESTMENTS

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

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

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

EMPLOYEE

As at 30 June 2019, the Group had approximately 37,946
employees globally (excluding the employees under entrustment
contracts) (same period of 2018: 38,608 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
20109.

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.
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REVIEW OF INTERIM FINANCIAL INFORMATION

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

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

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

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

Specific enquiry has been made of all the directors and the
directors have confirmed that they have complied with the Model
Code throughout the period ended 30 June 2019.

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 2019, 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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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.

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 2019, 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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Number of shares

BRHEE Percentage of
Direct Indirect issued shares
interest interest EEBITRA
Name #HE HiEkER R HYFAL
PetroChina Hong Kong Ltd. R BEEBRAF
(“PetroChina Hong Kong”)® ([hEBEEE]O 4,708,302,133 (L) - 58.25%
PetroChina Company Limited REIA R AARRD
(“PetroChina”) BRAT
(THhER®RO - 4,708,302,133 (L) 58.25%
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 AR AR R
Exploration and Development f# A8 ([CNODC))®@
Corporation (“CNODC")@ - 277,432,000 (L) 3.43%
China National Petroleum FEABRAREE AT
Corporation (“CNPC”)"@ ([HERHEE]) M - 4,985,734,133 (L) 61.68%
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Notes:

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

(2)  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 2019, 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 2019, 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, 27 August 2019
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Unaudited Consolidated Interim Statement of Comprehensive Income

AEERGETHEERER

For the six months ended 30 June 2019 E#ZE —ZE—hFENA=+THIL~EA

Six months ended 30 June
BEXA=1THLAEA

2019 2018
o L= e
Note RMB million RMB million
B aE ARBEBEERT ARKEER
Revenue YA 4 53,543 49,593
Other gains, net Hib iz - F58 5 159 106
Interest income FEUWA 189 107
Purchases, services and others R R R EM (39,363) (36,223)
Employee compensation costs EEMEMA (2,295) (1,957)
Depreciation, depletion and amortisation & BREREH (3,134) (3,061)
Selling, general and administrative expenses HE  —RUENEEER (1,345) (1,188)
Taxes other than income taxes BRETETLAINZ BB (214) (204)
Interest expenses FEZ N 6 (563) (575)
Share of profits less losses of: et FIREE
- Associates -BE AR 520 564
— Joint ventures -BEBhE 176 69
Profit before income tax expense BRETSTRE A ANER 7 7,673 7,231
Income tax expense FTSTER 8 (2,404) 2,191)
Profit for the period ZNHA 5 A 5,269 5,040
Other comprehensive income: Hitr 2wk
ltem that will not be reclassified TREFHEEERR
to profit or loss: 2B :
— Fair value gain/(loss) on other financial -HemEELAFE
assets (non-recycling), net of tax Wi/ (F18) (Rl ERE
1Ba) - MERTHIAR 92 (99)
ltems that may be reclassified subsequently HigrEHnEE
to profit or loss: BmEE
- Exchange differences on translation of - BImERnE
financial statements, net of nil tax, of: BN ZR  HRTPIERE
— Subsidiaries - B AR (56) 57
— Associates NG| 10 (12)
— Joint ventures - BB 1 16
Other comprehensive income for FEBRHAM2ERE
the period 47 (38)
Total comprehensive income FEAZEKRETE
for the period 5,316 5,002
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Unaudited Consolidated Interim Statement of Comprehensive Income
ARBERZRGETHEEBRER

For the six months ended 30 June 2019 i Z —Z—NFA=+THILXEA

Six months ended 30 June
HBERXA=1THLAEA

2019 2018
—E-hF —E-N\F
Note RMB million RMB million
BisE ARBEBEERT ARKEER
Profit for the period attributable to: AR AR R -
— Owners of the Company - RAEIRE 3,143 3,092
— Non-controlling interests — JEPE R 2,126 1,948
5,269 5,040
Total comprehensive income for KEAELZE
the period attributable to: Wnis4a%E
— Owners of the Company - RABIRE 3,181 3,076
— Non-controlling interests — FEPE I R 2,135 1,926
5,316 5,002
Earnings per share for profit attributable KRB RIEM
to owners of the Company Bz EREF 9
-~ Basic (RMB cent) -EXR(ARES) 38.90 38.31
_ Diluted (RMB cent) - B (ARESD) 36.85 36.39

Note: The Group has initially applied HKFRS 16 at 1 January 2019 e : R=F-NF—A—B AREEERALETE

using the modified retrospective approach. Under this approach, BEA */FJTEEFH BB HEREEDE 1657 ° RERU
comparative information is not restated. See Note 3. FE - AIRERNIEES o RS o

The notes on pages 31 to 66 form part of this interim financial 531 E66 8 Z M THBA AT B B3R EH —#5 °
report.
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Unaudited Consolidated Interim Statement of Financial Position
A EZEGE PR R &

As at 30 June 2019 R=—Z—hEXA=1H

30 June 31 December
2019 2018
—E-hE —ZE—N\EF
ANAE=+H +=-—A=+—H
Note RMB million RMB million
h=a ARBEEET AREBETT
Assets EE
Non-current assets FREBEE
Property, plant and equipment Wz - B NEE 11 100,424 95,933
Advanced operating lease payments A EREER - 3,872
Investments in associates REEZE N F) 2 18E 12 4,009 4,124
Investments in joint ventures REEBLEZIRE 13 2,848 2,870
Intangible and other non-current assets mRNEMIERBEE 14 2,163 1,889
Deferred tax assets BERIAEE 1,304 1,242
110,748 109,930
Current assets REBEE
Inventories FE 1,830 1,865
Accounts receivable JEUBRFR 15 2,398 2,459
Prepaid expenses and AR R H AL REN & E 6,775 5,859
other current assets
Cash and cash equivalents He MRS FMEIAHR 17,845 20,474
28,848 30,657
Total assets BEE 139,596 140,587
Equity R
Capital and reserves attributable to KA A IR R PEAL
owners of the Company WA &
Share capital [N 16 66 65
Retained earnings 7T 26,599 25,362
Other reserves H b 17,451 17,277
44,116 42,704
Non-controlling interests eI MR R 29,266 27,390
Total equity RS 73,382 70,094
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Unaudited Consolidated Interim Statement of Financial Position
REEBRGETPHBEMR TR

As at 30 June 2019 R=—Z—hFEA=1H

30 June 31 December
2019 2018
—E-hE —ZE—N\EF
ANA=1AH T=H=1—H
Note RMB million RMB million
B 5T AREEETR AREBETT
Liabilities =N
Current liabilities REaE
Accounts payable and accrued liabilities ERERERKRETAE 18 25,563 27,355
Income tax payable FEfTFTIS R 523 794
Other tax payable H AT 171 464
Short-term borrowings HHIEE 19 8,695 7,072
Convertible bonds AR (E A 3,284 3,306
Lease liabilities HEaRE 262 150
38,498 39,141
Non-current liabilities FRBEE
Long-term borrowings REEE 19 23,961 28,163
Deferred tax liabilities BEBIERE 1,616 1,292
Lease liabilities HEaRE 455 53
Other liabilities == 1,684 1,844
27,716 31,352
Total liabilities HaE 66,214 70,493
Total equity and liabilities R aERE 139,596 140,587
Net current liabilities nRESEFE (9,650) (8,484)
Total assets less current liabilities BEERRBERE 101,098 101,446

Note: The Group has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 3.

The notes on pages 31 to 66 form part of this interim financial

report.

i RZE-NF—A—H AREDEALERE

WENT AT B ERELERIE 1657 » RIFE

A AIBRERLESS o

B2HMIRES ©

F31 2668 < MIFEER AR BB EREN —2D °

—T-NFhHRE ERERARARA @



Unaudited Consolidated Interim Statement of Changes in Equity
AEBRGETHERSHR

For the six months ended 30 June 2019 E#ZE —ZE—hFENA=+THIL~EA

Attributable to owners of the Company

AAARFREL Non-

Share Retained Other controlling Total

capital earnings reserves Sub-total interests equity

Rx  RERAM  HeRG Nt FBEIMER  BHEE

Note RMB million  RMB million ~ RMB million  RMB million ~ RMB million ~ RMB million

fizt AR®EEL ARMEER ARMEER ARMEER ARMEER ARNAER

Balances at 1 January 2018 RZE-\F-f-REH 65 25,046 14,680 39,791 25,600 65,391

Proft for the period KRR - 3,002 - 3,002 1948 5,040

Other comprehensive income A2 = = (16) (16) @2 (38)
Total comprehensive income TN ANGES

for the period - 3,092 (16) 3,076 1,926 5,002

Transfer between reserves FfEHes = 3 ) - - -

Final dividend for 2017 “E-tERERE 10) - (1,742) = (1,742) - (1,749)

Disposal of subsiciaries RENELA - - - - (576) (576)

Dividend to non-controling BRIEEHItER ZRE

interests - - - - (223) (223)
Acqisition from W ER e

non-controling interests - - - - ) )

- (1739 () (1742) (805) (2.547)

Balances at 30 June 2018 R-B-NERA=TREH 65 26,399 14,661 41125 26,721 67,846
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Unaudited Consolidated Interim Statement of Changes in Equity
REEBERGETHREREEHR

For the six months ended 30 June 2019 i Z —Z—NFA=+THILXEA

Attributable to owners of the Company

RAARRER Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
Bx  REEA Hitfte Nt FBEIMER  BREE
Note RMB million  RMB million ~ RMB million  RMB million ~ RMB million ~ RMB million
Lif:: ARMEER ARMEER ARMEER ARYEER ARYEEn ARYEER
Balances at 1 January 2019 R=B-n5-F-R&R 65 25,362 17,211 42,704 21,390 70,094
Proft for the period yi: il - 3,143 - 3,143 2,126 5,269
Other comprehensive income Hth2EkE - - 38 8 9 47
Total comprehensive income AN ANGES
for the period - 3,143 38 3,181 2,135 5,316
Transfer between reserves FfEHes - (9) 15 - - -
Final ovidend for 2018 “2-\ERERE 1000 - (1,831) - (1,831) - (1,831)
lssue of share upon conversion o~ RER T B EREETR(
convertiole bonds 1 - 61 62 - 62
Dividend to non-controling BO\EE MER 2 RS
interests - - - - (386) (386)
Capital contribution from sl ER T
non-controlling interests - - - - 134 134
Acqisition from W ER e
non-controling interests - - - - U] U]
1 (1,906) 136 (1,769) (259) (2,028)
Balances at 30 June 2019 R-B-NERA=TRES 66 26,599 17,451 44,116 29,266 73,382

Note: The Group has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 3.

The notes on pages 31 to 66 form part of this interim financial

report.
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Unaudited Consolidated Interim Condensed Statement of Cash Flows
AREZGETHERBESRER

For the six months ended 30 June 2019 E#ZE —ZE—hFENA=+THIL~EA

Six months ended 30 June
BEAA=1THLKEAR
2019 2018
—E-hF —T-N\F
RMB million RMB million
ARBEET ARKBEER

Operating activities KSR
Cash generated from operations REEBS 2 IRE 9,992 9,422
Tax paid EHHIR (2,433) (1,891)
Net cash generated from KESEE TS Z
_operating activites Re®® 7589 1881
Investing activities REZH
Capital expenditure BEARRZ (4,980) (4,065)
Other cash flows arising from REEBEZ

investing activities HEMRESRE 541 871
Net cash used in investing activities REEBAAZRERE (4439 (3,194)
Financing activities mEES
Dividend paid to equity shareholders BN EERERE

of the Company (1,831) (1,742)
Dividend paid to non-controlling interests BT IR 1 i AR B (423) (104)
Increase in borrowings BB 3,321 5,739
Repayments of borrowings EEEE (5,939) (11,649)
Other cash flows used in BEEBATA

financing activities HEMRemE (822) (1,090)
Net cash used in & EE AT A
_financing activities ZREFE (5,694 | (8,846)
Net decrease in cash HERREEEEBZ

and cash equivalents WD FEE (2,574) (4,509)
Cash and cash equivalents at1 January R—A—B2ZRE&R

REe%EEE 20,474 21,850
Effect of foreign exchange rate changes [ER& & & & (55) 107
Cash and cash equivalents at 30 June RARB=+H2
ReERRESEEER 17,845 17,448

Note: The Group has initially applied HKFRS 16 at 1 January 2019  Fi&F ¢

using the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 3.

The notes on pages 31 to 66 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

GENERAL INFORMATION

Kunlun Energy Company Limited (the “Company”) is incorporated
in Bermuda as an exempted company with limited liability and
its shares are listed on The Stock Exchange of Hong Kong
Limited. Its ultimate holding company is China National Petroleum
Corporation (“CNPC”) which is a company established in the
People’s Republic of China (the “PRC”). The immediate holding
company of the Company is PetroChina Hong Kong Limited,
which is a company incorporated in Hong Kong, and is in turn
wholly-owned by PetroChina Company Limited (“PetroChina”), a
subsidiary of CNPC. As at 30 June 2019, PetroChina indirectly
owned 58.25% (31 December 2018: 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 principal subsidiaries,
associates and joint ventures are the sales of natural gas,
liquefied natural gas (“LNG”) processing and terminal business,
transmission of natural gas in the PRC and the exploration and
production of crude oil and natural gas in the PRC, the Republic
of Kazakhstan, the Sultanate of Oman, the Republic of Peru, the
Kingdom of Thailand and the Republic of Azerbaijan.
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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 27 August 2019.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2018 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2019 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
interim financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2018 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 67 to 68.

e KUNLUN ENERGY COMPANY LIMITED Interim Report 2019

Notes to the Unaudited Interim Financial Report
RESE P HAR R EMEE

AR BRECRIBEEERA XS AR AR
Ex MR EMRAD ZERRERELE
REAE ([BESTMAE D BEM(FES
SHERN(T BB G ER ) B34 A F & |
MREMRE R =—T—hENA=-+LAE
T -

BRI IMET RN 2 S BREARE—
T \FFEEPBRRARBERR - EBRHR
“E-NFFEMBHRRARRN S RRED
BROD - ZERFTBORE BRI BN IS

BREBSTERIE M RBE 2P AR B HREF
REREFELHE - At RER  KMPES
BRZER  ARBRAEFEEREARILE2HRL
BEREE WARXHZEHE  BRERET
BEEEFAER -

AR HIBA S 3R S A AR AR & T B S R K 3B
DAL o INEFTEIRAREE - BB TR
RE_T—\FEERHRENAKR - HAKERM
BRAMEERA T ENEDENERZENS
HMZ S - WAL A B BHRR &AM L
TERREBEEEMBRE LN ((EEMBHREE
Al MR ERBZ 2B RRZFBEER -

AP EREREERZ - BECHEFTESEAD
EBMIRBEE B ASRAM (T EEHTIE
HER)E 241055 [ B 78018 12 % 2LED 21 AT 7%
ErayEFRH | E£1TERN - 2E RGN EBEE
B RAVEHREWFNEETE68E °



Notes to the Unaudited Interim Financial Report

BASIS OF PREPARATION (CONTINUED)

As at 30 June 2019, the Group had net current liabilities of
RMB9,650 million. Notwithstanding the net current liabilities of
the Group at 30 June 2019, 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
RMB20 billion, of which RMB10.3 billion is undrawn as at
30 June 2019;

(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.
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CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16, Leases, and a
number of amendments to HKFRSs that are first effective for the
current accounting period of the Group.

Except for HKFRS 16, Leases, none of the developments have
had a material effect on how the Group's results and financial
position for the current or prior periods have been prepared
or presented in this interim financial report. The Group has not
applied any new standard or interpretation that is not yet effective
for the current accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK(IFRIC) 4, Determining whether an arrangement
contains a lease, HK(SIC) 15, Operating leases — incentives, and
HK(SIC) 27, Evaluating the substance of transactions involving the
legal form of a lease. It introduces a single accounting model for
lessees, which requires a lessee to recognise a right-of-use asset
and a lease liability for all leases, except for leases that have a
lease term of 12 months or less ("short-term leases") and leases
of low-value assets. The lessor accounting requirements are
brought forward from HKAS 17 substantially unchanged.

The Group has initially applied HKFRS 16 as from 1 January
2019. The Group has elected to use the modified retrospective
approach and has therefore recognised the cumulative effect
of initial application as an adjustment to the opening balance of
equity at 1 January 2019. Comparative information has not been
restated and continues to be reported under HKAS 17.

Further details of the nature and effect of the changes to previous
accounting policies and the transition options applied are set out
below.
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Notes to the Unaudited Interim Financial Report

CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(a)

Changes in the accounting policies

M

New definition of a lease

The change in the definition of a lease mainly
relates to the concept of control. HKFRS 16
defines a lease on the basis of whether a
customer controls the use of an identified asset for
a period of time, which may be determined by a
defined amount of use. Control is conveyed where
the customer has both the right to direct the use
of the identified asset and to obtain substantially
all of the economic benefits from that use.

The Group applies the new definition of a lease
in HKFRS 16 only to contracts that were entered
into or changed on or after 1 January 2019. For
contracts entered into before 1 January 2019, the
Group has used the transitional practical expedient
to grandfather the previous assessment of which
existing arrangements are or contain leases.

Accordingly, contracts that were previously
assessed as leases under HKAS 17 continue
to be accounted for as leases under HKFRS 16
and contracts previously assessed as non-lease
service arrangements continue to be accounted
for as executory contracts.
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Notes to the Unaudited Interim Financial Report
RESE P HAR R EMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(@) Changes in the accounting policies (Continued)

(i)

Lessee accounting

HKFRS 16 eliminates the requirement for a lessee
to classify leases as either operating leases or
finance leases, as was previously required by
HKAS 17. Instead, the Group is required to
capitalise all leases when it is the lessee, including
leases previously classified as operating leases
under HKAS 17, other than those short-term
leases and leases of low-value assets. As far as
the Group is concerned, these newly capitalised
leases are primarily in relation to property, plant
and equipment.

When the Group enters into a lease in respect of
a low-value asset, the Group decides whether
to capitalise the lease on a lease-by-lease basis.
The lease payments associated with those leases
which are not capitalised are recognised as an
expense on a systematic basis over the lease
term.

Where the lease is capitalised, the lease liability
is initially recognised at the present value of the
lease payments payable over the lease term,
discounted using the interest rate implicit in the
lease or, if that rate cannot be readily determined,
using a relevant incremental borrowing rate. After
initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated
using the effective interest method. Variable lease
payments that do not depend on an index or rate
are not included in the measurement of the lease
liability and hence are charged to profit or loss in
the accounting period in which they are incurred.
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(a) Changes in the accounting policies (Continued)

(i)

(i)

Lessee accounting (Continued)

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use asset also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, discounted to their present value, less
any lease incentives received.

For the Group, the right-of-use asset is subsequently
stated at cost less accumulated depreciation and
impairment losses.

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group's estimate of the amount expected to
be payable under a residual value guarantee, or
there is a change arising from the reassessment
of whether the Group will be reasonably certain
to exercise a purchase, extension or termination
option. When the lease liability is remeasured in
this way, a corresponding adjustment is made to
the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

Lessor accounting
The accounting policies applicable to the Group

as a lessor remain substantially unchanged from
those under HKAS 17.
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RESE P HAR R EMEE

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(b)

Transitional impact

At the date of transition to HKFRS 16 (i.e. 1 January 2019),
the Group determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted using
the relevant incremental borrowing rates at 1 January
2019. The weighted average of the incremental borrowing
rates used for determination of the present value of the
remaining lease payments was 4.275%.

To ease the transition to HKFRS 16, the Group applied the
following recognition exemption and practical expedients
at the date of initial application of HKFRS 16:

(i) the Group elected not to apply the requirements
of HKFRS 16 in respect of the recognition of
lease liabilities and right-of-use assets to leases
for which the remaining lease term ends within
12 months from the date of initial application of
HKFRS 16, i.e. where the lease term ends on or
before 31 December 2019;

(ii) when measuring the lease liabilities at the date of
initial application of HKFRS 16, the Group applied
a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases
with a similar remaining lease term for a similar
class of underlying asset in a similar economic
environment); and

(iii) when measuring the right-of-use assets at the
date of initial application of HKFRS 16, the Group
relied on the previous assessment for onerous
contract provisions as at 31 December 2018 as
an alternative to performing an impairment review.

@ KUNLUN ENERGY COMPANY LIMITED Interim Report 2019

ERTBUREE (4R)

ERMRRELERF 1658/ HE /(&)

RIBEZE BB B RS ERE 165 B H
(BI—ZE—hE—A—R) A£EETEH
HEEFH  WRFSHEENRZBER
—T-hF— A BIRAEmEREER =
MR EADEAKEHEZREY
HEAR  AREBETHSHHAENTREZ
RIBEE R 2 T 805 4.275% ©

AIBREE B R A ERI5 165
AR B B R B B R 16
%E AU TRANE R RS
*

(i AEBRETHEREERERE
R EHRAEPRNERERE
B E R E 165k B B
1218 A A Em (AIEER =F— A
FT-A=+—B=HZAER)Z
HERRBBMEREERF 16
SRZITE

(i ERENEREREEWHREE
AIF16R AN HERER - K
SEEFS BRSNS EEAR
& (Pl RS B R R T B AR L
1HEAE ELR R B RISREAEE 2
BE)ERE-RE &

(ii) EENEREREEWBREE
AIE165E A M (E MEEER
REBEALRN B N\F+=
H=1T—BEsEiata HamEED
ZRHARIKIE - AERIRERRS -



Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(b)

Transitional impact (Continued)

The difference between the operating lease commitments
as at 31 December 2018 and the opening balance for
lease liabilities recognised as at 1 January 2019 arise
primarily from short-term leases and other leases with
remaining lease term ending on or before 31 December
2019 and the discounting effect of future lease payments
for the remaining leases.

The right-of-use assets in relation to leases previously
classified as operating leases have been recognised at an
amount equal to the amount recognised for the remaining
lease liabilities, adjusted by the amount of any prepaid or
accrued lease payments relating to that lease recognised
in the consolidated statement of financial position at 31
December 2018.

So far as the impact of the adoption of HKFRS 16 on
leases previously classified as finance leases is concerned,
the Group is not required to make any adjustments at
the date of initial application of HKFRS 16, other than
changing the captions for the balances. Accordingly,
instead of “obligations under finance leases”, these
amounts are included within “lease liabilities”, and the
depreciated carrying amount of the corresponding leased
asset is identified as a right-of-use asset. There is no
impact on the opening balance of equity.

The Group presents right-of-use assets in “property, plant
and equipment” and presents lease liabilities separately in
the consolidated statement of financial position.
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REEZP AR EM

3 CHANGES IN ACCOUNTING POLICIES (CONTINUED) 3 SETBUREE (48)
HKFRS 16, Leases (Continued) ERMEREERE165E/HE/(E)
(b)  Transitional impact (Continued) (b) HEEZE(E
The following table summarises the impacts of the RPN E S B IR 5 4ERI 55 16 55 4
adoption of HKFRS 16 on the Group's consolidated AEBLEEVERARMEEZFE
statement of financial position:
Capitalisation of Carrying
Carrying amount at operating lease amount at
31 December 2018 Reclassification contracts 1 January 2019
RZT—-N\F RERE R=Z-hfF
+-A=t+—BZEAE Eboipor il BHEAE —B-BzEREE
RMB million RMB million RMB million RMB million
ARBBET ARBBET AREBET ARBEETR

Line items in the consolidated 44 B #5# R &
statement of financial ~ ZRAFEHBRE
position impacted by the %B8|5E 163522 ER !
adoption of HKFRS 16:

Property, plant and equipment #9% « i k& 95,933 4,102 641 100,676
— equipment and machinery - R M 42,375 (642) - 41,733
— right-of-use assets - FRREE - 4,744 641 5,385

Advanced operating lease ~ TBHESTER
payments 3,872 (3,872) — -

Total non-current assets ~ FREBEEHLE 109,930 230 641 110,801

Prepaid expenses and BT R EM
other current assets MEBEE 5,859 (230) — 5,629

Current assets RBEE 30,657 (230) - 30,427

Lease liabilities (current) HEBE(AH)

(note) (FZE) 150 — 149 299
Current liabilities nEaE 39,141 - 149 39,290
Net current liabilities RBaERE (8,484) (230) (149) (8,863)
Total assets less current  BEERABERE

liabilities 101,446 — 492 101,938
Lease liabilities (non-current)  HHE & {5 (3EENEA)

(note) ( ﬁ ) 53 — 492 545
Total non-current liabilities FF% B8 E#A%E 31,352 — 492 31,844
Net assets BETE 70,094 — - 70,094
Note:  The carrying amounts of obligations under finance lease BfE - —NF—A—BZrERERER

at 1 January 2019 were included in lease liabilities.
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(b)

(c)

Transitional impact (Continued)

The analysis of the net book value of the Group's right-of-
use assets by class of underlying asset at the end of the
reporting period and at the date of transition to HKFRS 16
is as follows:

REEZ PRI B WG

-
[
=]

=111

TEUREE) (48)

BERMRRELERF 1658/ HE/(H)

AEBEREEENBEHRARRNBRE
BB IREERIE165% A EIRIEHEE
BRIEID 2 BREVFEAT

At 30 June At 1 January
2019 2019
R=ZB—hF RZZT—NF
ANA=1+H —H—H
RMB million RMB million
AREBETT ARBEETT
Included in “Property, plant BPNEZES
and equipment”: R Kkt ]
Leasehold land leased for own use, MELEERZzHELTH
carried at depreciated cost (RITERATIER) 3,875 3,872
Plant, machinery and equipment, BE - #Hes KRR
carried at depreciated cost (LITERATIER) 1,403 1,618
5,278 5,385

Impact on the financial result and cash flows of
the Group

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as a
lessee is required to recognise interest expenses accrued
on the outstanding balance of the lease liability, and the
depreciation of the right-of-use asset, instead of the
previous policy of recognising rental expenses incurred
under operating leases on a straight-line basis over
the lease term. There is no significant change on the
reported profit before income tax expense in the Group's
consolidated interim statement of comprehensive income,
as compared to the results if HKAS 17 had been applied
during the period.

(c) HEEEUBLEEREETHREZTE
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RESE P HAR R EMEE

3

CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(c)

Impact on the financial result and cash flows of
the Group (Continued)

In the consolidated statement of cash flows, the Group as
a lessee is required to split rentals paid under capitalised
leases into their capital element and interest element.
These elements are classified as financing cash outflows,
similar to how leases previously classified as finance
leases under HKAS 17 were treated, rather than as
operating cash outflows, as was the case for operating
leases under HKAS 17. Although total cash flows are
unaffected, the adoption of HKFRS 16 therefore results in
a significant change in presentation of cash flows within
the consolidated statement of cash flows.

Upon the adoption of HKFRS16, the Group presented
capital element of lease rentals paid of RMB126 million
and interest element of lease rentals paid of RMB17
million under the financing activities in the consolidated
interim condensed statement of cash flows.

The following table may give an indication of the estimated
impact of adoption of HKFRS 16 on the Group's financial
result for the six months ended 30 June 2019, by
adjusting the amounts reported under HKFRS 16 in these
interim financial statements to compute estimates of the
hypothetical amounts that would have been recognised
under HKAS 17 if this superseded standard had continued
to apply to 2019 instead of HKFRS 16, and by comparing
these hypothetical amounts for 2019 with the actual 2018
corresponding amounts which were prepared under
HKAS 17.
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CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKFRS 16, Leases (Continued)

(c) Impact on the financial result and cash flows of

REEZ PRI B WG

EFTBEREH (1)

BERMRRELERF 1658/ HE/(H)

(c) HEEEUBFEEREETREZTE

the Group (Continued) (#&)
2019 2018
“E-hE —EN\E
Deduct:
Estimated
amounts
Add back: related to Hypothetical Compared
HKFRS 16 operating amounts to amounts
Amounts depreciation leases as if for 2019 reported
reported under andinterest  under HKAS 17 as if under for 2018 under
HKFRS 16 expenses (note) HKAS 17 HKAS 17
(A) B) (C) (D=A+B-C)
e
mE:  fWEREAE HEREE
REEE BRE1TH el BT )\E
REEBHERSE BBREEE WMEHoLERE FITRASEZ REAAEH
EHIE 165 F16555E B8 “E-hE ERIE1THR
2HveE  FERFIEXM (M) BReE EReoEUR
A) (B) © (D=A+B-C)
RMB million RMB million RMB million RMB million RMB milion
AREEER AREEER AREEER ARBEER AREBET
Financial result for the six HECZ-hE
months ended 30 June 2019 AR=TRIEAER
impacted by the adoption SRABBUERE
of HKFRS 16: REE16RFEE
BBEE
Profit from operations R 8,236 20 (99) 8,207 7,806
Interest expenses MEZH (563) 12 - (551) (575)
Profit before income tax expense BRFTEH & FATEH 7,673 102 (99) 7,676 7,231
Profit for the period KERET 5,269 102 (99) 5,272 5,040
Note:  The “estimated amounts related to operating leases” is MisE : [REREREETEE] B(HESS

an estimate of the amounts of the cash flows in 2019
that relate to leases which would have been classified as
operating leases, if HKAS 17 had still applied in 2019.
This estimate assumes that there were no differences
between rentals and cash flows and that all of the new
leases entered into in 2019 would have been classified
as operating leases under HKAS 17, if HKAS 17 had still
applied in 2019. Any potential net tax effect is ignored.

FHERIEA7 SRR =T NFINEA) =
DEAKRENEZAEREZ—T— 1
FRARENEELHE - ZAHRRES
HReRERTEEZE - A(HELEE
FHERIEAT7 SN =T — AFIER) A
BR-ZB-NFHI L EERBRER
BEEEAFEITRO\ERELEHEESE -
EREFEFHIE B BTG
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Notes to the Unaudited Interim Financial Report
RESE P HAR R EMEE

4 REVENUE 4 WA
Revenue mainly represents revenue from sales of natural gas, IWAEZIRREHEERAR - ING I TEEFES
LNG processing and terminal business, pipeline transmission of 7% BiEEERARKEEFR LA °

natural gas and sales of crude ail.

Disaggregation of revenue from contracts with customers is REBFE K2 YA D RO 20 A FE -
disclosed in Note 20.

5 OTHER GAINS, NET 5 Hiblgss - iF88

Six months ended 30 June
BZEARA=tHLKEAR
2019 2018
—EB-hEF —E-N\F
RMB million RMB million
ARBBEER AREBETT

Net exchange losses bE B 1R 5 (49) (168)
Rental income WA 21 28
Government grants BT EG 82 23
Others HAh 105 223

159 106
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REEZ PRI B WG

INTEREST EXPENSES 6 B
Six months ended 30 June
BEAA=tTHLEREAR
2019 2018
—E-hEF —E-N\F
RMB million RMB million
ARBBEER AREBET
Interest expenses AEZH 877 807
Less: Amounts capitalised B BAMEE R (314) (232)
Total interest expenses BF BT 563 575
Amounts capitalised are borrowing costs that are attributable to BRI REBET SR 2 BEEMEBNG
the construction of qualifying assets. The average interest rate BRA -BE_ZT—NAFAA=THILEAEAR -
used to capitalise such borrowing costs was 4.66% (six months B FEBERAFTA 2 FHER X G 4.66%
ended 30 June 2018: 3.74%) per annum for the six months (BEZZ—NFAA=THLEAEAR :3.74%) -
ended 30 June 2019.
PROFIT BEFORE INCOME TAX EXPENSE 7 BRFT1S T & A anida )
ltems charged/(credited) in arriving at the profit before income tax BRETEHBA AR 208,/ (GEA) LATRIER -
expense include:
Six months ended 30 June
BEAA=tHLAEA
2019 2018
ZE-hEF —E-N\F
RMB million RMB million
ARBEET ARBEBET
Amortisation of advanced operating A EHE R 2
lease payments - 65
Amortisation of intangible assets BV EE B 29 26
Depreciation, depletion and M - BB KR
amortisation of property, plant ZITE - EEREH
and equipment 3,105 2,980
Cost of inventories recognised as expense DR B 2 7B/ 39,541 36,466
Operating lease expenses under HKAS 17 HRIBESSERIFE 17982
KERERMY - 217
Impairment loss/(reversal of impairment loss) FEUERFURERE / CRi{EE 2 #[E)
on accounts receivable 43 (43)
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8

INCOME TAX EXPENSE

FiisBiER

Six months ended 30 June
BZEANA=1tHILLAEA

2019 2018
—®-hE  —B-N\F
RMB million RMB million
AREBHET AREEETT

Current tax B EA R 18
- PRC - R 1,977 1,750
— Overseas — I 185 65
2,162 1,815
Deferred tax IEFER1E 242 376
2,404 2,191

Hong Kong Profits Tax has not been provided for as the Group
has no assessable profit for the six months ended 30 June 2019
(six months ended 30 June 2018: 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 2018: 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 2018: 15% to 20%).

Income tax on overseas profits has been calculated on the
estimated assessable profit for the six months ended 30
June 2019 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

@)

The calculation of basic earnings per share is based on
the Group’s profit attributable to owners of the Company
of approximately RMB3,143 million (six months ended
30 June 2018: RMB3,092 million) and weighted average
number of ordinary shares in issue during the six months
ended 30 June 2019 of approximately 8,080 million
shares (six months ended 30 June 2018: 8,072 million
shares).

Diluted earnings per share is calculated based on the
Group’s profit attributable to owners of the Company of
approximately RMB3,186 million (six months ended 30
June 2018: RMB3,138 million) and the weighted average
number of ordinary shares of approximately 8,645 million
shares (six months ended 30 June 2018: 8,623 million
shares) after adjusting for the effect of convertible bonds,
calculated as follows:

(i) Profit attributable to owners of the
Company (diluted)

REEZ PRI B WG

9 BIREAREERF

(@)

BREARZFTIRIBEARAREEEASE
E2HMHAREII4CEETL(HE=
T NFERNAZTHLEANEA: AR
30N EBEET) URBEE_ZT—NF A
=+ HIENEAAE BT RRINE T
HAB080EER(BE_ZT—/\F /<A
=F+HIEANEA 8072 EER)TE -

HAEREFNTZEELFARE - GRE
SEEF THIRIE A A B AR B (G AN @ 2 0
FHARKES1ISBEETL(BHE=ZFT—/\
FRA=+THIEAEA : AR%S3,1388
o) RERRINEFHEAES,645HE
BEE=ZF-N\FRA=1THIAMEA :
8,623 B &R ) LA NEHE -

(i) AT RREMGER (858)

Six months ended 30 June
HZEAA=1THIEAEAR

2019 2018
—EB-hEF —E-N\F
RMB million RMB million
ARBBEET AREBETT
Profit attributable to owners 22 BB 5 & 1l 5 A
of the Company 3,143 3,092
After tax effect of effective B R A2 A e R B 5 6
interest on the liability BEBO MR IETE
component of
convertible bonds 43 46
Profit attributable to owners — ZN2A A% B &AL 55 71| (#58)
of the Company (diluted) 3,186 3,138
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REEZP AR EM

9  BASIC AND DILUTED EARNINGS PER SHARE 9
(CONTINUED)

(b) (Continued)

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

BIREFREERF (BR)

(b)

(#8)

(i) EHERNEFIH(EE)

Six months ended 30 June
BZEANA=THLAEA

2019 2018
ZE-NF —E-N\F
million shares million shares
BER BER
Weighted average number of 775 A =+ B K& A% higE 19 2k
ordinary shares at 30 June 8,080 8,072
Effect of conversion of ARG y BiR 2
convertible bonds 565 551
Weighted average number of 775 A = 1 B &) E @A hfeE 19 2 (58 )
ordinary shares
(diluted) at 30 June 8,645 8,623

10 DIVIDENDS 10

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

(b) Final dividend attributable to owners of the Company in
respect of 2018 of RMB23.0 cents per share amounting to
a total of approximately RMB1,831 million was approved
by the shareholders in the Annual General Meeting on 6
June 2019. The amount is based on approximately 8,080
million shares in issue as at 19 March 2019 which was
paid on 28 June 2019.

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

dividend for the six months ended 30 June 2019 (six
months ended 30 June 2018: Nil).
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11 PROPERTY, PLANT AND EQUIPMENT

(a)

(b)

Right-of-use assets

As discussed in Note 3, the Group has initially applied
HKFRS 16 using the modified retrospective method and
adjusted the opening balances at 1 January 2019 to
recognise right-of-use assets relating to leases which were
previously classified as operating leases under HKAS 17
and reclassify advanced operating lease payments with
net book value of RMB3,872 million to right-of-use assets.
Further details on the net book value of the Group’s right-
of-use assets by class of underlying asset are set out in
Note 3.

During the six months ended 30 June 2019, the Group
entered into a number of lease agreements for use of
leasehold land, and therefore recognised the additions to
right-of-use assets of RMB79 million. Items of right-of-
use assets with a net book value of RMB22 million were
disposed of during the six months ended 30 June 2019.

The Group recognised depreciation charge of right-of-
use assets of RMB164 million during the period ended 30
June 2019.

Acquisitions and disposals of owned assets

During the six months ended 30 June 2019, the Group
acquired items of property, plant and equipment with a
cost of RMB2,974 million (six months ended 30 June
2018: RMB2,260 million). Items of property, plant and
equipment with a net book value of RMB181 million were
disposed of during the six months ended 30 June 2019 (six
months ended 30 June 2018: RMB1,571 million).

REEZ PRI B WG
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(b)

EREEE

WAMTFES il - AEBEE FALIERT AW
SEA 2 FE B S B s RS 2R 1655 -
YR =ZF—NF—A—BHVEHREDA
B BB AREBES S EAIE 17
SO BAKETEEZHERARRFEREER
E - UHBEMEERER(REFERA
REI8MBEET)ENH»REEAESR
E - BRAASERAMEES B2 ERRE
BEREEZE—SFBFHINAMES -

(E_T-NFSRA=THIEAREAR
AREBREREE LI E THER
& YRAHERERAREEREARBT9
BEL REFEMARE2BETZ
EREEEREEREE_T—NFRHA
=tBIEANEAREE -

AKERBE-T - NFAA=TALY
HEREREEENEHARK 1648
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WERHERREE

HE-_ZT-NFA=THLEAEAR
REBUTER AN ABARKE 2,974 5 & T (B
E-E-N\ENA=THIEAEA : AR
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12  INVESTMENTS IN ASSOCIATES 12 REBEATZIRE
30 June 31 December
2019 2018
—E-nEF —T—N\F
ASA=+HB +=ZA=+—H
RMB million RMB million
AREEET AREBETT
Share of net assets IEEEFE 3,659 3,774
Goodwill [SES 350 350
4,009 4124
13 INVESTMENTS IN JOINT VENTURES 13 REAERZIEE
30 June 31 December
2019 2018
—E-NF — T )N\&F
ANA=+H +=ZA=+—H
RMB million RMB million

ARBEER ARBEBEET

Share of net assets EIEEEFE 2,809 2,831
Loans to joint ventures mEBREER 39 39
2,848 2,870

As at 30 June 2019, included in loans to joint ventures is an
amount of RMB39 million (31 December 2018: RMB39 million)
which is unsecured, interest-free and recoverable on demand.
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Notes to the Unaudited Interim Financial Report
RESE P HAR L SRS M aE

INTANGIBLE AND OTHER NON-CURRENT ASSETS 14

ERRABIERDEE

30 June 31 December
2019 2018
—E-hEF —ZE—)\F
AA=+H +ZA=+—H
RMB million RMB million
ARBBET AREBETT
Intangible assets mAE 295 323
Prepaid construction costs SEIREESETIWN 1,219 734
Loans to an associate (note (i) R — M A R E 5K (KTRE ) 301 301
Loans to joint ventures (note (ii)) A& &5 SR (i) - 290
Other financial assets Hith et &E 236 127
Others EAth 112 114
2,163 1,889
Notes: FI3E
(i) Loans to an associate are unsecured, interest-bearing ranging 0] m—REBERARNERASEER  REFHEN
from 4.28% to 4.35% per annum and with remaining maturity F4.28% E 4.35% 5 B R T EmEERT=
periods overs 12 months but less than 2 years. & BB LRI ©
(ii) Loans to joint ventures were unsecured and interest-bearing at (ii) MEEPEBERAERTRIZEFFE4.99%
4.99% per annum. TR
ACCOUNTS RECEIVABLE 15 FEUS AR AR

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

BEREHR - BUERR(IRERRE) BER

accounts receivable, based on the invoice date and net of loss HERZ BREG DATAN T
allowance, is as follows:

30 June 31 December
2019 2018
—E-hEF —ZT—N\F
AA=tH +=ZA=+—H
RMB million RMB million
AREEHET ARBEHETT
Within 3 months =@AUA 1,640 1,990
Between 3 to 6 months =EA=~EARA 312 76
Over 6 months 7ME A A £ 446 393
2,398 2,459

The Group’s revenue from rendering of terminal and pipeline

services and sales of crude oil are generally collectable within a
period ranging from 30 to 90 days from the invoice date while the
sales of natural gas are made in cash or on credit terms no more

than 90 days.

AEE B REREE R EBREAR R R EDN
WA —AR# 5 B i ET 30 H = 90 B #AfE 4 E -
MHERRRAR S NIEERTERBOR -
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16 SHARE CAPITAL 16 117N
Number of Nominal value
ordinary of ordinary
shares shares
ZEREE ZEREE
million HK$ million
BER BEER
Authorised: EE
Ordinary shares of HK$0.01 each FAEE 0.01 8.2 ZiEfRk
At 1 January 2018, R=ZF—N\F—H—H"
30 June 2018, ZET-NFARA=+AH"
31 December 2018, T2 \&+=ZA=+—H"
1 January 2019 and “E-NF-A—HRK
30 June 2019 —E-NFRA=T+H 16,000 160
Number of Nominal value
ordinary of ordinary
shares shares
EEREE EEREE
million RMB miillion
BER AREBER
Issued and fully paid: BT RBEH
Ordinary shares of HK$0.01 each AR EE 0.01,87T.2 ZiER
At 1 January 2018, RZZE—-N\F—HA—H"
30 June 2018, —ET-N\FAA=1+H
31 December 2018 and ZE-NF+ZA=1+—HBK
1 January 2019 - NF—HA—H 8,072 65
Issue of shares upon conversion of FREEIA I 2B AR BT TAR () (P 5E)
convertible bonds (note) 11 1
At 30 June 2019 RZZE—NFA=+H 8,083 66
Note:  During the period, 10,571,182 ordinary shares were issued MEE : ANERRY 0 10,571,182 % & 3@ IR R 3k a] #E 4%

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

REEZ PRI B WG

SMTAATHEIE

(a)

BAVEFEZESHEE
RFEER

TERE2INFAEEEMIAZATE %%
ERMTANRERRIZEEEELGE
WHEREEHBEREERNE13R [A2F
BT E | FTREZ =B AFESZR - 852
FEAEDHZERTESEM T HET
ERBEZIBRERERHRETE

- EREE: EEREAEAK
(IR B A RS EERAER
RIS L RS HERE) B
AP -

= F_MEE: ERAE-RBAK
E(BIREEEIF R 2AERE
ABIE) X REREBRTAIESE
BABIBFT B2 ATE - TAIEE
BABBRLBEMSBBEZBHAR
% e

= F=RfHE  EREATUERRE
ABIBAEZ ATE -
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17 FAIR VALUE MEASUREMENT OF FINANCIAL 17 £RTAAEEAE(4E)
INSTRUMENTS (CONTINUED)

(@) Financial assets measured at fair value (@ BAVEIFEZEBEE(E)
(Continued)

Fair value hierarchy (Continued) RFEZR (E)
Fair value at Fair value measurements as at Fair value at Fair value measurements as at
30 June 30 June 2019 categorised into 31 December 31 December 2018 categorised into
2019 Level 1 Level2 Level 3 2018 Level 1 Level2 Level3
R=Z-1E R=Z-NERA=TH RZE-N\E RE-NETZA=T-H
AB=TH WATEHEAEA TZA=1-8 ATERENER

PANT -4 #-4 2= PN 4 | 24
RMB milion ~ RMBmillion ~ RMBmilion ~ RMB million RMB milion RMB milion RMB milion RMB milion
AEBEEL ARMEER ARWEER ARWEER ARMEEm ARMEETL ARMEET AREEET

Recurring fair value BEWATETE

measurements
Other financial assets EhemeE

- Listed -t 236 236 - - 127 127 - -
During the six months ended 30 June 2019 and 2018, HEZ-NFR-T—N\FA=+H
there were no transfers between Level 1 and Level 2, or WEARER BE—RRE K HILEE
transfers into or out of Level 3. The Group’s policy is to B EARIELEEE=R - AEE
recognise transfers between levels of fair value hierarchy BUOR AR EEEE 2 REHRERS AT
as at the end of the reporting period in which they occur. BEERER 2 M -
Information about fair value measurements EHEAFEGTEZEN
As at the date of the consolidated interim statement of RAGER B RTZBE - FrE LT
financial position, all the listed equity securities are stated ZRARFBE RN TEYER - HE2ES
at fair values, which have been determined by reference to RIRAAEREE R FT E ABMETE °

bid prices quoted in the respective stock exchanges.

(b)  Fair value of financial assets and liabilities (b) BRAFEUMNMIRZzZEHEERERSE
carried at other than fair value VAEE
The carrying amounts of the Group’s financial instruments R-E— 71¢ NAZTBEERZ=ZZ—N\&F
carried at cost or amortised cost as of 30 June 2019 and TZA=+—8 ' RNEBIRA A HAK
31 December 2018 are short-term in nature and are not $%}+§Zérﬂilﬂz RHEBEHTE -
materially different from their fair values. EENFEWESRER o
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18 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 18 FERERRRIESTEE

30 June 31 December

2019 2018
—E-NF —T)\F
~NA=+H +=ZA=+—H

RMB million RMB million

ARBEHET AREBET

Accounts payable FETBRER 3,024 2,791
Contract liabilities aHAaE 8,141 9,383
Salaries and welfare payable e 5 & KT 724 383
Accrued expenses FERT R 358 14
Dividends payable FER RS 1,021 1,059
Interest payable FERTHIE 149 139
Construction fee and equipment JEITERE B SRR R AR
cost payables 8,751 10,361
Amounts due to related parties S BAE T 5RIE
— Non-controlling interests — FEERI R 1 1
— Others — B 134 236
Other payables H Ao pE 5008 3,260 2,988
25,563 27,355
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18 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 18 [FEfERESRIETERE(E)

(CONTINUED)
As of the end of the reporting period, the ageing analysis of HEREHR  BARFREZHHAZERROT
accounts payable, based on the invoice date, is as follows: R
30 June 31 December
2019 2018
ZE-hF —E-N\F
~AA=+H +=—A=+—H
RMB million RMB million
AREBEET AREEET
Within 3 months =@ANUA 1,339 1,875
Between 3 to 6 months =EAZRNEAR 176 124
Over 6 months NMERA 1,509 792
3,024 2,791
19  BORROWINGS 19 f{EE
30 June 31 December
2019 2018
—E-hF —ZE-N\F
AA=+H +ZA=+—H
RMB million RMB million
AREBEET AREBET
Short-term borrowings — unsecured MHEARE - S 2,674 5,181
Current portion of long-term borrowings REEE ZBIHIE 5 6,021 1,891
8,695 7,072
Long-term borrowings — secured RHEE - A1 - 8
Long-term borrowings — unsecured REEE - £ 29,982 30,046
Less: Current portion of long-term B REEE ZAVEE S
borrowings (6,021) (1,891)
23,961 28,163
32,656 BOI28S
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BORROWINGS (CONTINUED)

As at 30 June 2019 and 31 December 2018, the borrowings of

the Group were repayable as follows:

19 fBE(@&E)

RZB-NAFARA=ZFTBER-_ZE-NF+_H

=t+—R  AREZEREARIATEE

Bank loans
SRITER
30 June 31 December
2019 2018
—ZT-hEF —E—N\F
AA=+A +=ZA=+—H
RMB million RMB million

ARREETT ARBEST

Loans other than bank loans
BREBITERUIZER
30 June 31 December

2019 2018
—E-NF —ZE—N\F
NA=+H +=—A=+—H

RMB million RMB million

ARBEER ARBBESTT

Within one year —FR 4,529 3,538 4,166 3,534
Between one to two years —ZE =& 428 1,216 436 7,960
Between two to five years —ER%F 780 692 16,859 12,867
After five years RAFLAE 2,007 2,005 3,451 3,423

7,744 7,451 24,912 27,784

As at 30 June 2019, 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 2018: 2.00% to 4.95% per annum). As at
30 June 2019, loans other than bank loans also included senior
notes issued by the Company of RMB6,836 million (31 December
2018: RMB6,818 million), which bore interest ranging from 2.875%

10 3.750% per annum.

RZZE—NAERNA=1H  BETERUINGE
RNRE —HEEZERAR - —HPRBEERAD
A —HRRMEAF R HHBE2EE A&
R RIRFFFEN T 2.00%E495%F 8 (=
T-NE+ZA=+—H8: SFFENT2.00%
F4.95%) c RZZE—NEXNA=TH  BRiRTE
FUIMNIERBIERARRETZBAREAA
R¥68%6B8T(ZE—N\F+=-_A=+—8:

AR¥6,818BEL) + BEFFEFENT2.875%
£ 3.750% 518 °
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20

SEGMENT INFORMATION

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

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

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

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

Segment assets exclude deferred and current taxes, other
financial assets, investments in associates and joint ventures, 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.

@ KUNLUN ENERGY COMPANY LIMITED Interim Report 2019
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SEGMENT INFORMATION (CONTINUED) 20 RREE(H)
Neither the Group’s revenue is derived from nor the Group’s REEZWAWIERBARRRIFAER - MAEE
non-current assets are located in the place of domicile of the 2 IEMENE EE TR FERL AN A R FTAEHD ©
Company.
For the six months ended 30 June 2019, revenue of approximately BE_Z—NFNA=Z1+THLEARER  WAHA
RMB10,172 million (six months ended 30 June 2018: RMB9,840 R¥101728EL(BE=_Z— N \F~A=1H
million) is derived from one (six months ended 30 June 2018: one) IEAREA : AR9,840E &) JIRE —% (B
customer with whom transactions have exceeded 10% of the 2T N\FAA=THIEARER : —R)EF
Group’s revenues. The revenue is attributable to the Natural Gas MmEH 7 X SEAREBUAZ 10% LA L o AR
Sales, LNG Processing and Terminal, Natural Gas Pipeline and BRAREE  INGHIITHMHFE - KAREBMNU
Exploration and Production segments. M HNREEAEERE
COMMITMENTS 21 iR
Capital commitments BAAEIE
30 June 31 December
2019 2018
—E-NF —=—)\F
AA=+tH +=—A=+—H
RMB million RMB million
ARBEET AREBETT
Contracted but not provided for: ERTAERIELEE
— Other property, - HAbWZ - R R
plant and equipment 1,539 1,326
Authorised but not contracted for: EHUEERTH :
— Oil field development costs - HHERAZEER 270 281
— Other property, - HibWZ - BE kEE
plant and equipment 2,645 2,479
2,915 2,760
RELATED PARTY TRANSACTIONS 22 FERRS

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 entities which the Group is
able to control, jointly control or exercise significant influence over,
key management personnel of the Company and CNPC 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.

A B (AR AR Al EBUTE
BRENEALE - PEBFARRRZ R
75 - BE ) REh RO hEE R EMNBAR (5
M [FmEE ) - mh BEBURTZES] - RIS SE
MERFEZEMBELERFEEZMBAR -
R AN B AEES] - HREGIRITREAFE
ZEE ARARFEOEEEZEIEEEAR
RREZERREKRE - k—BEE 2 EAKE
AR(REEZ—8D) AAKE 2 ARRMEE
REEANBIRF
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22

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)

Transactions with the CNPC Group, associates
and joint ventures

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

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

(i) The Group entered into (i) the Leng Jiapu Contract
with the CNPC Group in 1997 and (ii) 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.

@ KUNLUN ENERGY COMPANY LIMITED Interim Report 2019
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22 RELATED PARTY TRANSACTIONS (CONTINUED)

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

(i

(Continued)

Under the Leng Jiapu Contract and the master

agreement, a framework for a range of products
and services to be procured from the CNPC

Group to the Group and vice versa including oil

and gas products, general products and services,

financial services and rental services is provided.

Provision of products by the CNPC Group
to the Group amounted to approximately
RMB15,491 million (six months ended 30
June 2018: RMB16,628 million) for the six
months ended 30 June 2019.

Provision of services by the CNPC Group
to the Group amounted to approximately
RMB2,082 million (six months ended 30
June 2018: RMB1,401 million) for the six
months ended 30 June 2019.

Provision of products by the Group to the
CNPC Group amounted to approximately
RMB2,112 million (six months ended 30
June 2018: RMB1,999 million) for the six
months ended 30 June 2019.

Provision of services by the Group to the
CNPC Group amounted to approximately
RMB8,060 million (six months ended 30
June 2018: RMB7,841 million), which
mainly includes natural gas pipeline
transmission services and LNG gasification
and unloading services provided by the
Group, for the six months ended 30 June
2019.
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Notes to the Unaudited Interim Financial Report
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22  RELATED PARTY TRANSACTIONS (CONTINUED) 22 FAEHRS(E)
(@) Transactions with the CNPC Group, associates (a HPHhEE BEATREELEZ
and joint ventures (Continued) x5 (#)

(ii) The Group has entered into agreements for (ii) REEET e - MRS EE T
the sales of natural gas with certain associates ERAIREECEHERAR &
and joint ventures of the Group amounting to Z2_Z-NFA=1THIREAR
approximately RMB47 million (six months ended HWAREaTBEETBEZZT-N\
30 June 2018: RMB50 million) for the six months FERA=THIEREA: ARK
ended 30 June 2019. S0BE&TT) °
The above transactions in (i) and (i) constituted FHl RS0 ()R E ETARBIE
connected transactions in accordance with 14AERERRRER S ©
Chapter 14A of the Listing Rules.

(il As at 30 June 2019 and 31 December 2018, (i) RZE-—NFNA=Z+HEHEZ=-ZF
amounts due from and to the CNPC Group, —N\F+ZA=+—8 ' EKKE
associates and joint ventures of the Group, TP HER  AEEZBE AR
which are unsecured and interest-free except REBEGHEZFEBE(REE BEX
borrowings, loans to an associate, loans to joint T—EE R R  ERTERELE
ventures and lease liabilities, are included in the REEBEN REEARES
following accounts captions and summarised as BEFA TSR B A Bt
follows: K

30 June 31 December
2019 2018
—E-hEF =T \F
AA=tH +ZHA=+—H
RMB million RMB million
AREBEET AREBHET
Intangible and other ERREMIEREEE
non-current assets 731 1,009
Accounts receivable FEW AR X 501 591
Prepaid expenses TR R E MR EN &
and other current assets 736 239
Accounts payable FENERR R BT B tE
and accrued liabilities 7,231 4,617
Borrowings BE 17,978 20,779
Lease liabilities HEBE 63 114
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REEZ PRI B WG

RELATED PARTY TRANSACTIONS (CONTINUED) 22 [FRAEHRS(E)
(b) Key management compensation b) FEEEEZME
Six months ended 30 June
HZEAA=1THIEAEAR
2019 2018
—E-hF —E—N\F
RMB million RMB million
AREBET ARBEETT
Salaries and allowances e e 3 2
Retirement benefits — defined RIKE - REH-KETE
contribution scheme - -
3 2

(c)

Transactions with other state-controlled entities
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; (iii) lease of assets;
and (iv) bank deposits and borrowings.

These transactions are conducted in the ordinary course
of the Group’s business.
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24

NON-ADJUSTING EVENTS AFTER THE REPORTING
PERIOD

Subsequent to the end of the reporting period, except for
convertible bonds with carrying amount at 30 June 2019 of
RMB10 million that were fully repaid, all the remaining convertible
bonds were converted and 575,669,721 ordinary shares were
issued in this connection. As a result, share capital of the
Company was increased by HK$5,756,697 (approximately
RMB5,062,411).

COMPARATIVE FIGURES

The Group has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective method. Under this approach,
comparative information is not restated. Further details of the
changes in accounting policies are disclosed in Note 3.

@ KUNLUN ENERGY COMPANY LIMITED Interim Report 2019
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TO THE BOARD OF DIRECTORS OF KUNLUN ENERGY
COMPANY LIMITED
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
24 to 66 which comprises the consolidated interim statement
of financial position of Kunlun Energy Company Limited (the
“Company”) as at 30 June 2019 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
EHRE

CONCLUSION “hcm

Based on our review, nothing has come to our attention that RIFFHRMAIERE TIE - RMIWEETEIERFIEGE
causes us to believe that the interim financial report as at 30 June  HFIBEERZZE—NFARA=THOH BT BRE
2019 is not prepared, in all material respects, in accordance with ~ FE&EAF AR IZRCEB LR )E 3458 [ H 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

27 August 2019 —E-NFNRZ+tH
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