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The revenue for the
Period was approximately

RM 364,739 million,

representing an increase of 38.59%.
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the Group’s natural gas sales volume was

21,046 million cubic metres,

representing an increase of 30.95%.
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Profit attributable to
owners of the Company from
continuing operations was
RMB2,596 million, representing an
increase of 249.87%.
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Sales of LPG
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The Group’s LPG sales volume was

3.0159 million tonnes,

representing an increase of 28.17%.
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LNG gasification and entrucking
volume totally was

8,693 million cubic metres,

representing an increase of 23.60%.
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The sales volume of crude oil in the
Exploration and Production business was

6.09 mitlion barrels,

representing a decrease of 0.65%.
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| am pleased to report the results of Kunlun Energy Company
Limited (the “Company”) and its subsidiaries (collectively, the
“Group”) for the six months ended 30 June 2021 (the “Period”)
to the shareholders on behalf of the board of directors.

During the Period, sticking to the strategy of high-quality
development and focusing on the natural gas end-user core
business, the sales volume of natural gas reached 21,046
million cubic metres, representing a year-on-year increase
of 4,974 million cubic metres or 30.95%. The revenue of the
Group reached RMB64,739 million, representing a year-on-year
increase of RMB18,025 million or 38.59%; the profit before
income tax expense was RMB5,050 million, representing a
year-on-year increase of RMB2,301 million or 83.70%; the profit
attributable to owners of the Company was RMB20,461 million,
representing a year-on-year increase of RMB18,098 million or
765.89%. In particular, the profit attributable to owners of the
Company from continuing operations was RMB2,596 million,
representing a year-on-year increase of RMB1,854 million or
249.87%. Earnings per share (basic) was RMB236.30 cents.

BUSINESS REVIEW

During the Period, the central government coordinated its
efforts to fight against the epidemic while promoting economic
and social development, and effectively launched the macro
policy. Due to the implementation of refined and effective
macro policy, the People’s Republic of China (the “PRC”)
economy showed stable and positive performance. Coupled
with the favourable policies brought by energy transformation
under the “dual carbon” goals, market demands for clean
energy surged significantly. Amidst such backdrop, the natural
gas market showed a trend of robust supply and demands.
During the first six months of the year, natural gas output in
the PRC reached 104.5 billion cubic metres which represented
a year-on-year increase of 10.90%, imported natural gas
amounted to 59.82 million tonnes which represented a year-
on-year increase of 23.80%, and the apparent consumption of
natural gas was 182.7 billion cubic metres which represented a
year-on-year increase of 17.40%, continuing the positive growth
trend from the 13th Five-Year Plan period.
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CHAIRMAN’S STATEMENT
ETRHEE

Seizing the new round of development opportunities, the
Group vigorously pushed forward the implementation of the
five development strategies of “innovation, green operation,
market, capital and low cost”, and focused on promoting
the sales and efficiency of the natural gas end-user core
business. Leveraging on its advantages in integrated operation
and its strong brand name, the Group proactively explored
quality projects and efficient markets, leading to robust
growth in user base and operation profitability. Capturing the
opportunities arising from the “Three-year Action Plan for
State-owned Enterprise Reform (B{tME =& 178))", the Group
prudently pushed forward the optimisation and adjustment
of its management mechanism, implemented accountability
system with well-defined responsibility and authority at all
levels, and successfully promoted the pilot term-of-service
system for senior management and professional manager
system, effectively motivating the enthusiasm and initiatives of
all employees. In addition, the Group upgraded its efforts in
achieving quality improvement and efficiency enhancement,
and continued to optimise its regional and user base structure,
continuously improving the profitability of each single project
and achieving growth in the profitability and scale of both
the LPG and value-added businesses. The Group made
prompt and proactive response to the concerns raised by
the stakeholders, carried out investigation and rectification of
hidden safety hazards in a responsible, diligent and careful
manner, and strived to establish an integrated operation
risk control and supervision accountability system, so as to
safeguard the bottom line of safety and compliance, leading
to continuous improvement in its ESG performance. Following
the successful completion of the equity and personnel transfer
of PetroChina Beijing Gas Pipeline Co., Ltd. (“Beijing Pipeline”)
and PetroChina Dalian LNG Co., Ltd. (“Dalian LNG”), the Group
was able to allocate more resources to the development of the
natural gas end-user business, accelerating its transformation
from a traditional distributor to an integrated supplier of
green energy. During the Period, the operating results of the
Company beat expectation, achieving a good kick off for the
high-quality development of the “14th Five-Year” Plan period.
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BUSINESS PROSPECTS

Currently, with the increasing favourable factors driving the
continuous recovery of domestic demands, continuous benefits
unleashed from favourable financial policies supporting the
real economy, expedited energy transformation under the “dual
carbon” goals and more stringent requirements in respect of
environmental protection during the Winter Olympics cycle, we
are expected to witness strong growth in market demands
for the natural gas and other clean energies. In particular,
the tightening policy of “total and unit energy consumption
reduction” and expansion of export volume will drive rapid
growth in demands for natural gas and electricity as well
as demands for industrial production. The clean heating
requirement rate implemented in Northern China and the new
round of overall accelerated urbanisation will further boost city
gas market demands.

Focusing on the new development phase and consistently
implementing new development concept, the Group will make
proactive efforts to serve and adapt to the new development
pattern. To achieve its strategic positioning as an internationally
renowned and the PRC’s first-class integrated green energy
provider, the Group will proactively explore new markets and
continue to expand its end-user core business. While pursuing
for economies of scale, the Group will make coordinated efforts
to facilitate quality improvement and efficiency enhancement,
reform and innovation, risk prevention and control as well as
green transformation, so as to further promote the high quality
and sustainable development of the Company.

Overall improvement in the development quality of
end-user business. The Group will proactively assist
government authorities at all levels in the transformation of
energy structure, and continue to enhance resource supply
and pipeline distribution, optimise investment projects and
strengthen cooperation with local governments, so as to
realise overall development with differentiated policies for
various sectors and the combination of all the advantages and
targeted implementation. The Group will vigorously facilitate
the acquisition and merger of group projects and focus on the
emerging industrial parks in the large and medium cities, in an
effort to further expand and upgrade its end-user business.
The Group will make continuous efforts to achieve quality
improvement and efficiency enhancement, vigorously promote
sales expansion and efficiency enhancement of existing
markets, and continuously improve the profitability of each
single project.
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CHAIRMAN’S STATEMENT
ETRHEE

Continue to promote the synergetic development of LNG
industrial chain. By fully leveraging on its geographical and
network advantages, the Group will step up the improvement of
the entire industrial chain sales system of liquefied product with
“Terminals and processing plants as foundation, self-operated
stations and end-users as support, logistic optimization as
security, and tank distribution as an auxiliary”. In addition, the
Group will expedite the development of vessel refilling business
and optimise the operation management of LNG plants, so as
to further improve the operation efficiency and profitability of
the industrial chain.

Continuously optimise LPG resource channels and
network layout. Benefitting from the rural revitalisation policy,
the Group will vigorously push forward the implementation of
the rural gas program, and support the construction of safe
and reliable storage tanks in stations and micromanagement
network gas supply system in rural areas. The Group will
consolidate domestic and imported resources, expedite the
construction of terminal storage tanks, constantly optimise
sales portfolio and logistics allocation, diversify operation
models, and continuously increase the proportion of retail
business.

Accelerate the integration and development of natural
gas and new energy. By making proactive efforts to catch
up with the trend of energy transformation amidst the “dual
carbon” goals, and fully leveraging on its advantage in the
peak-buffering natural gas generator projects, the Group
will promote the implementation of the pilot program on the
integrated development of natural gas power and photovoltaic
power generation projects in an orderly manner, proactively
explore the cooperation models in the new energy bases, and
speed up the integrated development of natural gas and new
energy.

Proactively create new profit growth drivers. Following
the development trend of integrated energy services, the
Group will take the lead to usher in the city gas 2.0 era, and
proactively develop the distributed integrated energy supply
business based on the city gas distribution network. The
Group will make persistent efforts to implement the three-step
strategy of “promoting synergetic effects, mutual interaction
and paralleled development between natural gas and non-gas
businesses”, and explore extended value of one-stop services
provided by the value-added business, so as to further improve
brand recognition and customer royalty.
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The Group will firmly stick to the established development
strategy, vigorously facilitate the modernisation of corporate
governance system and governance capability, and
continuously strengthen its core competitiveness, so as
to maximise its corporate value and create return for the
Shareholders with better operating results, and achieve
harmony between the sustainable development of the
Company and the economic recovery, social stability and
environmental protection.

ACKNOWLEDGEMENT

The Group’s outstanding performance during the Period was
attributable to the steadfast support of all its customers,
business partners and shareholders and the diligence and
commitment of all employees of the Company. On behalf of
the Board, | would like to extend sincere thanks to them.

By order of the Board

Fu Bin
Chairman and Executive Director

Hong Kong, 24 August 2021
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CHIEF EXECUTIVE OFFICER’S STATEMENT

THRARE

For the six months ended 30 June 2021 (the “Period”),
the PRC economy maintained steady recovery, with stable
improvement in quality and efficiency and robust growth in
demands for clean energy. While focusing on its annual targets,
the Group made coordinated efforts to advance its key tasks in
production and operation, quality improvement and efficiency
enhancement, system reform, safety and environmental
protection as well as risk prevention and control. Seizing the
great opportunities arising from strong domestic demand for
natural gas as a result of the “dual carbon” goals, the Group
continued to expand its principal business, achieve steady
improvement in operation efficiency and promote high-quality
development.

OPERATING RESULTS

During the Period, the Group recorded a revenue of
RMB64,739 million, representing a year-on-year increase
of RMB18,025 million or 38.59%; profit before income tax
expense of RMB5,050 million, representing a year-on-year
increase of RMB2,301 million or 83.70% and profit attributable
to owners of the Company of RMB20,461 million, representing
a year-on-year increase of RMB18,098 million or 765.89%. In
particular, profit attributable to owners of the Company from
continuing operations was RMB2,596 million, representing
a year-on-year increase of RMB1,854 million or 249.87%.
Earnings per share (basic) was RMB236.30 cents.
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Natural gas sales

Upholding the win-win development concept and leveraging
the advantage in integrated operation of the industrial chain
and strong brand effect, the Group made great efforts in
market exploration as well as sales expansion and efficiency
enhancement, cultivated existing markets and explored new
projects, leading to increases in sales and efficiency of the
natural gas end-user business. The sales volume of natural
gas was 21,046 million cubic metres, representing a year-on-
year increase of 30.95%, among which, retail gas sales volume
was 12,042 million cubic metres, representing a year-on-year
increase of 20.20%. The number of new users amounted
to 397,000, representing a year-on-year increase of 37.47%,
which included 389,200 residential users and 7,800 industrial
and commercial users. The cumulative number of users
reached 12,755,000. The Group brought in 15 new projects
which were either acquired, newly established or invested by
way of capital increase, and had equity interest in 1 project,
with the natural gas projects operated by the Group amounting
to 232. The regional end-user sales in Hebei, Jiangsu and
Shandong exceeded 2,000 million cubic meters, and the retail
gas sales volume in 9 regions such as Hubei, Zhejiang and
Tianjin recorded a year-on-year increase of more than 50%.

During the Period, the Natural Gas Sales business recorded
a revenue of RMB50,273 million, representing a year-on-year
increase of 36.91%. Profit before income tax expense was
RMB2,859 million, representing a year-on-year increase of
29.90%.

Sales of LPG

The Group vigorously expanded resource channels, constantly
optimised the structure of market regions and users and
expedited the establishment of market network. The Group
made significant progress in the development of complete
projects in Jinan, Nanning and Shenyang, and achieved steady
growth in the proportion and profitability of end-user retail
sales, leading to increases in sales and efficiency of the LPG
business.

CHIEF EXECUTIVE OFFICER’S STATEMENT
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CHIEF EXECUTIVE OFFICER’S STATEMENT
THRRERE

During the Period, LPG sales volume was 3.0159 million
tonnes, representing a year-on-year increase of 28.17%.
This business recorded a revenue of RMB10,861 million,
representing a year-on-year increase of 55.82%. Profit before
income tax expense was RMB340 million, representing a year-
on-year increase of 83.78%.

During the Period, the LNG terminals of the Group maintained
safe and smooth production and operation, and the operation
capacity and efficiency met the expectation. The extension
section of Jingtang LNG terminal was completed and put
into operation, while the expansion construction of Jiangsu
LNG terminal was overall completed, leading to significant
improvement in the storage, gasification and transmission and
supply capacity of the terminals. By optimising the operational
model of LNG processing plants and proactively facilitating
the development of the vessel refilling business, the Group
continued to optimise the LNG industrial chain and improve
the overall value chain.

During the Period, LNG gasification and entrucking volume of
Jingtang and Jiangsu LNG terminals amounted to 7,523 million
cubic metres in total, representing a year-on-year increase of
28.23%. The average capacity of these two LNG terminals
recorded a year-on-year increase of 18.6 percentage points.
The average production capacity of 15 processing plants under
continuous operation was 44.0%, similar to last year. During
the Period, sales volume of self-operation reached 562 million
cubic metres while sales volume of commissioned processing
amounted to 608 million cubic metres, totaling 1,170 million cubic
metres. Sales volume of commissioned processing increased by
100 million cubic metres year-on-year and sales volume of self-
operation decreased by 96 million cubic metres year-on-year.

During the Period, the LNG Processing and Terminal segment
recorded a revenue of RMB4,462 million, representing a year-
on-year increase of 18.01%. Profit before income tax expense
was RMB1,479 million, representing a year-on-year increase of
52.32%.
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Exploration and production

During the Period, as international crude oil price fluctuated
upwards, the average realized crude oil selling price of the
Group increased to US$51.65/barrel from US$40.31/barrel of
last year. The sales volume of crude oil of the Group was 6.09
million barrels, representing a decrease of 0.65% as compared
with the same period last year. Sales revenue of crude oil
was RMB869 million, representing a year-on-year increase
of 44.83%. Profits before income tax expense was RMB243
million, representing a year-on-year increase of 238.86%.

ACKNOWLEDGEMENT

During the Period, with the caring and support from all
parties, the Company overcame all the difficult challenges
including the spread of the epidemic and the extreme weather,
proactively fulfilled its social responsibility, ensured the secure
and stable supply of natural gas for users and exceeded the
operating results expectations of the Company. | would like
to extend my sincere gratitude to all our employees as well
as local governments and business partners supporting the
development of the Company.

By order of the Board

Qian Zhijia
Chief Executive Officer and Executive Director

Hong Kong, 24 August 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

Kunlun Energy Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) continued to develop its
business in Natural Gas Sales segments during the period
ended 30 June 2021 (the “Period”). Profit before income tax
expense from continuing operations of the Group for the Period
was approximately RMB5,050 million, representing an increase
of 83.70% as compared with RMB2,749 million (restated) for
the same period of last year. Profit attributable to owners of
the Company for the Period was approximately RMB20,461
million, representing an increase of 765.89% as compared with
RMB2,363 million (restated) for the same period of last year.
In particular, the profit attributable to owners of the Company
from continuing operations was approximately RMB2,596
million, representing an increase of 249.87% as compared with
RMB742 million (restated) for the same period of last year.

Revenue

Revenue from continuing operations for the Period was
approximately RMB64,739 million, representing an increase
of 38.59% as compared with amount of RMB46,714 million
(restated) for the same period of last year. As the epidemic
situation in China has been brought under control, the
economy has fully recovered, and driven by the increasing
demands for natural gas, sales volume of natural gas recorded
rapid growth, leading to an increase in the revenue of the
Natural Gas Sales segment.

Other gains, net

Other gains, net from continuing operations for the Period
was approximately RMB354 million, representing an increase
of 224.77% as compared with amount of RMB109 million
(restated) for the same period of last year. The increase
was mainly due to increase in exchange gains resulted from
appreciation of RMB against USD and HKD during the Period.

Purchases, services and others

Purchases, services and others from continuing operations
were approximately RMB54,165 million for the Period,
representing an increase of 40.54% as compared with amount
of RMB38,541 million (restated) for the same period of last
year. The increase was mainly due to the increase in purchase
volume which was generally in line with the increase in sales
of Natural Gas Sales segment.

12 KUNLUN ENERGY COMPANY LIMITED Interim Report 2021

EReRERAR(ARA D REHB AR (5E
r$$.J)EA@12021$6HSOEJﬁHﬁFﬁ(MXHJ?WJ)
BERBARATIHEHEELRR - REBRAHA
BELEEB2BRASMEBRAA NN ABARE
5050A 87T kWEFRPEEAREK2749H5E T
(E5)H#H183.70% ° RANHAR A QR I 3R FE(E &
FOBARE20461EETL LLEFRBEESEA
Efﬁ%z 363E B L (EY))HN765.89% + HH#HE
KEEBRARNRIRREE ZFOAEARK2506
BB LhEFRBSEARB42EETL(EY))
1 9N1249.87% o

A

RER Z FELLEEFWAL B AR E64,739H
Br hEiFRHAeBARKG 488 T(E
F)IEIN38.59% - HRNBIARIBEZESE &5
2HEH ERARJEEFTRKOTEHT - KAR
HERRER - FRARBEERBUKL AL -

Hith i 25 - F 48

RBAZHELEEBEMREFENAAR
¥354B BT LEFRBASEARKI0OE E T
(E5)#EhN1224.77% ° 1t U 25 384 I = Z A A A B
RMARBEEZETRBITABEERE L WM
FTEK -

REB - IR R HAtr

REABERLEEHB 2 HE  REEREMOAA
R#&s4165B& 7T @ LLEFRI L AREESS,541
BET(EY])EMNI0.54% o IHIEMNFEEHH KA
RARBEEEMATE - AR EEXATHEHER
W HEREEM—B -



Employee compensation costs

Employee compensation costs from continuing operations was
approximately RMB2,489 million for the Period, representing an
increase of 21.36% as compared with amount of RMB2,051
million (restated) for the same period of last year. The increase
was mainly due to the cancellation by the local government
in 2021 of reduction or waiver of employer’s contribution for
certain social insurance schemes which was launched in 2020,
as well as business growth and economic inflation.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation from continuing
operations for the Period was approximately RMB2,284 million,
representing an increase of 4.92% as compared with amount
of RMB2,177 million (restated) for the same period of last year.
Depreciation, depletion and amortisation remained fairly stable
during the Period.

Selling, general and administrative expenses

Selling, general and administrative expenses from continuing
operations for the Period were approximately RMB1,328 million,
representing an increase of 22.51% as compared with amount
of RMB1,084 million (restated) for the same period of last
year. The increase was mainly due to the increase in royalty
expenses and the rest of the increase was in line with the
expansion of natural gas business.

Interest expenses

Interest expenses from continuing operation for the Period
was approximately RMB263 million, representing a decrease of
44.86% as compared with amount of RMB477 million (restated)
for the same period of last year. The decrease was mainly due to
a lower interest rate for the super short-term commercial papers
of RMB1,000 million and medium-term notes of RMB1,000
million issued in April 2020 and the lower average borrowing
balance as compared to the same period of last year as a result
of repayment of a substantial part of the borrowings during the
Period.

Total interest expenses for the Period was approximately
RMB534 million of which RMB271 million was capitalised under
construction-in-progress.

MANAGEMENT DISCUSSION AND ANALYSIS
BEEE WD

EEMERA

THARBBESEEB EEMEXN AN BARK
2489B Bt LEFRHEEARK20518 8
JC(EF)HEIN21.36% ° tEIEINE ZE R R E BT
B R2021F BUE 720204 #1745 T R8I 2 &
FEHIOREHE  UARAXEBEEMEEBRE
g( °

e BERHH

REAFECEEB2INE - BRERBHENAA
R¥o284E B L WEFRBEBEARK2177
BET(EY)EIMNI02% - NEAWITE - B
N IRIF B -

HE > —RUEMEEER

FERNFECEEB 2 HE  —RENERER
HEBARE1328H5ET LEFRBEBARK
1,084A BT (EH) 1 H122.51% © ZIEINEZHP
BRERELN  HBREMABRARESBRA
g( °

MBRXH

REAFELEEBN BT HO A ARKE263H
BT hEFRBAeBARETEETL(ED)
W 44.86% © thiR D E BRMN2020F4 AT 8
FAREI000BETHBEBHMESFR AR
1,000B B T F B EBAF REE KRB AKX
BEEEECTHEERBHELEFRBR D
g( °

AHAFEXHBEEN/ARES4BET B
PARBMBABTERERIRKENL -

ERERERAT 2021EmHms 13



MANAGEMENT DISCUSSION AND ANALYSIS
EEEBNWEDN

Share of profits less losses of associates

Share of profits less losses of associates for the Period was
approximately RMB318 million, representing an increase of
55.12%, as compared with amount of RMB205 million (restated)
for the same period of last year. The increase was mainly
due to the increase in share of operating result from CNPC-
Aktobemunaigas Joint Stock Company, which incurred less
exchange losses during the Period.

LIQUIDITY AND CAPITAL RESOURCES

As at 30 June 2021, the carrying value of total assets of the
Group was approximately RMB146,463 million, representing
a decrease of RMB8,525 million or 5.50% as compared with
RMB154,988 million as at 31 December 2020.

The gearing ratio of the Group was 26.62% as at 30 June
2021 compared with 2511% as at 31 December 2020,
representing an increase of 1.51 percentage points. It is
computed by dividing the sum of interest-bearing borrowings
and lease liabilities of RMB26,328 million (31 December 2020:
RMB28,337 million) by the sum of total equity, interest-bearing
borrowings and lease liabilites of RMB98,921 million (31
December 2020: RMB112,864 million).

As at 30 June 2021, the Group has total borrowings of
RMB25,635 million which will be repayable as follows:

L= 2 Ra R ER

AERELMBEZE ARG RBEELNAEAREK
SBEEL  LEFRBEHEARK0EE
TC(E5)) 3 N55.12% © bt 38 1N £ E B 7 CNPC-
Aktobemunaigas Joint Stock Company 2 & {f £¢
BEEEN  MARABRNEE ZEREERD -

EERIUEREXER

R2021F6HA308  REBEBEE CREEYNA
A R #146,463H & JT © £2020F12A431H ¢ 5
A R#154,9888 & juip A R 18,5255 & T =X
5.50% -

RNEB P 20216 30H 2 EREIER 526.62% -
2020412 A31H A&2511% » BN & hn1.5118 7 5
2 BEABBERNEMEEEEAEEEZM
A R #26,328F & JT(2020F12A31H: A R #&

Z A R#98,9215 & 7T (202012 A31H AR
#112,864 8 B T) 5T E -

R2021F 68308 » REE 2 BEE A R#25,635
BELERNTEE:

30 June 31 December

2021 2020

202145 20204

6H30H 12H31H

RMB million RMB million

ARBEET ARKBHETT
Within one year —FNK 5,527 5,182
Between one to two years —EMF 2,277 4,244
Between two to five years MERF 11,052 12,039
After five years HEM 6,779 6,208
25,635 27,673

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.
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PLEDGE OF ASSETS

As at 30 June 2021, certain property, plant and equipment
of the Group amounting to RMB759 million (31 December
2020: RMB756 million) were pledged to banks for loan facilities
granted to the Group.

MATERIAL DISPOSAL

On 22 December 2020, the Company and China Oil & Gas
Pipeline Network Corporation (“PipeChina”) entered into an
equity transfer agreement (the “Equity Transfer Agreement”)
pursuant to which the Company has conditionally agreed to
sell and PipeChina has conditionally agreed to purchase the
Company’s 60% equity interest in Beijing Pipeline and 75%
equity interest in Dalian LNG (together, the “Target Companies”)
at a base consideration of approximately RMB40,886 million
(subject to the adjustments according to the price adjustment
mechanism as set out in the Equity Transfer Agreement).

All the condition precedents stipulated in the agreement have
been fulfilled during the period ended 30 June 2021. Gain on
disposal of RMB16,981 million is estimated and recorded in
this interim financial report.

As at 31 December 2020, each of Beijing Pipeline, which
used to be reported under the Group’s “Natural Gas Pipeline”
segment, and Dalian LNG, which used to be reported
under the Group’s “LLNG Processing and Terminal” segment,
represented a separate major line of the Group’s business.
Consequently, Beijing Pipeline and Dalian LNG were presented
as discontinued operations.

USE OF PROCEEDS

As discussed in “Material Disposal” above, proceed from
disposal of subsidiaries had been mainly used for dividend
payment and loan repayment.

2020 final dividend of RMB21.01 cents per share and a
special dividend of RMB213.66 cents per share, totalling
RMB234.67 cents per share, amounting to RMB20,272 million
was distributed to owners of the Company as at 9 July 2021.
During the Period, RMB2,617 million has repaid the existing
debts of the Group in order to improve its assets-liabilities
structure and replenish the general working capital of the
Group. The Company will continue to use such proceeds as
intended and previously disclosed.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEIN

MATERIAL INVESTMENTS

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

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

EMPLOYEE

As at 30 June 2021, the Group had approximately 35,424
employees globally (excluding the employees under
entrustment contracts) (same period of 2020: 36,130
employees (restated)). 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.

CONTINGENT LIABILITY

The Group is a defendant in certain lawsuits as well as the
named party in other proceeding. While the outcomes of
such contingencies, lawsuits or other proceeding cannot be
determined at present, management believes that any resulting
liabilities will not have a material adverse effect on the financial
position or financial performance of the Group.

INTERIM DIVIDEND

The Board of Directors has resolved not to recommend the
payment of any interim dividend for the period ended 30 June
2021.

CHANGES IN DIRECTORS’ INFORMATION

There are no changes in the information of the directors of the
Company required to be disclosed pursuant to Rule 13.51B(1)
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”) since the publication of the 2020 annual report
of the Company.

PURCHASE, SALE OR REDEMPTION OF SHARES

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

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

REVIEW OF INTERIM FINANCIAL REPORT

Pursuant to paragraph 46(6) of Appendix 16 to 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 report 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, PricewaterhouseCoopers, 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 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2021, none of the directors or chief executives
of the Company has the interests or short positions in the
shares, underlying shares and debentures of the Company
or any associated corporation (within the meaning of Part
XV of the Securities Future Ordinance (the “SFQO”) which (a)
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which any such director
and chief executive of the Company is taken or deemed to have
under such provisions of the SFO); or which (b) were required
to be entered into the register maintained by the Company,
pursuant to Section 352 of the SFO; or which (c) were required
to be notified to the Company and the Stock Exchange,
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies contained in the Listing Rules.

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

Ordinary shares of HK$0.01 each of the Company.

SHARE OPTIONS

During the Period, the Company does not have any outstanding
share options granted to the directors and employees of the
Company.
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SUBSTANTIAL SHAREHOLDERS’ INTEREST IN
SHARES

As at 30 June 2021, 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.

MANAGEMENT DISCUSSION AND ANALYSIS
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M2021F6 301 - BRI FE FH & B B 15 5] 5 33614%
HERARBFEZEEREEZZMAT R - AR
FIEEBAN T EEZEREHEEARARRBEHITRA
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Number of shares

K EAE
Percentage of
Direct Indirect issued shares
interest interest {HERTRH
Name £ HEER BEER Bot
PetroChina Hong Kong Ltd. HEBEBERAR
(“PetroChina Hong Kong”)" ((hEHBEEDO 4,708,302,133 (L) - 54.38%
PetroChina Company Limited FEAHRARARRD
(“PetroChina”)® BRAR(PEAM®]) - 4,708,302,133 (L) 54.38%
Fairy King Investments Ltd. Fairy King Investments
Ltd. 277,432,000 (L) - 3.20%
CNPC International Ltd. (“CNPCI")®@ CNPC International Ltd.
([CNPCI)) @ - 277,432,000 (L) 3.20%
China National Oil and Gas HEAHRARBDIE
Exploration and Development f % A &) ([CNODC)) @
Corporation (“CNODC”")@ - 277,432,000 (L) 3.20%
China National Petroleum FEAMRAREE QA
Corporation (“CNPC”)"@ ((PEAHER]) 0@ - 4,985,734,133 (L) 57.58%

Notes:

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

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

B =E

() HREBEEABDNPEABZZ2EMBAR  MEBEA
S BI) b o B 7 e S (21 78 5 80.80% 48 25 » AL » P
BHEBHR AR A HE BT Z4,708,302,133

P (L) B f o A M 2

2 WMEBEBIZZE %% EDION) A - Fary
King Investments Ltd.JYCNPCIZ 2 &M B AR » M
CNPCIERCNODC2 & H - BB A mEEER
CNODC2100.00% # 75 = Bt A B4 5 M 1 1R
A Fairy King Investments Ltd. Ff # 2 277,432,000

P (L) s f o A R
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

Save as disclosed above, as at 30 June 2021, 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 2021, 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

Qian Zhijia
Chief Executive Officer and Executive Director

Hong Kong, 24 August 2021

20 KUNLUN ENERGY COMPANY LIMITED Interim Report 2021

B F X EEIN - R2021F6A308 » NARIE
ERFEBETBRABTTABEMALT(RARE
ERETETHRABRINRARET Z &7 K AEE
BHOFHEEREFESRBPEEFIEXVIBE2R3
DBZREERNARREE 2T AERRAR -

MR2021F6 308  ARAIZEEREFBITHAELW
TRMBETMALT(RRBEEHEIETHAER
INEESRHERENEE— B TAIELRE
EAEAEMKEARNKREREAE ERZAEF
B o] 48 Bl A% AN T 1B 10% 85 UA 3k A 3% &5 A AR
AR R R A o

EEEEM

THBAFRNTEE
#AxX

FA - 202158724H



UNAUDITED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
ARBRGEETHEANEX

For the six months ended 30 June 2021 & £2021F6/330H 1 7~ 1E A

Six months ended 30 June

B Z6H30A L AEA
2021 2020
20215 20204

Note ~RMB million  RMB million
aE ARBEET ARKEERT

(Restated)
(&%)
Continuing operations FERKEXER
Revenue WA 4 64,739 46,714
Other gains, net Hih iz - F8 5 354 109
Interest income A E WA 277 137
Purchases, services and others REE - R & EAM (54,165) (38,541)
Employee compensation costs 1B BB & KA (2,489) (2,051)
Depreciation, depletion and TE BEKEHE
amortisation (2,284) (2,177)
Selling, general and administrative HE —RUENERER
expenses (1,328) (1,084)
Taxes other than income taxes BR PT1S B LA SN2 B IE (189) (155)
Interest expenses F B X H 6 (263) 477)
Share of profits less losses of: JE Ay Va2 ) Rk &5 98
- Associates A= WN 318 205
- Joint ventures - 5B 80 69
Profit before income tax expense FEELEXBRAMEHERA
from continuing operations Y Rl 7 5,050 2,749
Income tax expense Frisii & A 8 (1,253) (1,133)
Profit for the period from BFEREEBRAABREF
continuing operations 3,797 1,616
Discontinued operations ERIEBERLEEK
Profit for the period from discontinued B IFFELEEB AR RF  21()
operations 18,428 2,576
Profit for the period 75 H i Al 22,225 4,192
Other comprehensive income: Htt2EWK =
ltem that will not be reclassified TR EFHEEERCEE:
to profit or loss:
— Fair value gain/(loss) on other -HEhemEELATFE
financial assets (non-recycling), Wz, (EB)Cra]Em
net of tax ZEm) MRBEER 37 (18)
ltems that may be reclassified HienssmoEsEacEE:
subsequently to profit or loss:
- Exchange differences - BRERREZENEZE
on translation of financial HBRZERIERE
statements, net of nil tax, of:
- Subsidiaries - M B A A (121) 1
- Associates A /NE (5) (31)
- Joint ventures -BEDME (12) 19
Other comprehensive income AEREMEE RS
for the period (101) (29)
Total comprehensive income AEAZEWK =B
for the period 22,124 4,163
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UNAUDITED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
AREEGVESTHZEARER

For the six months ended 30 June 2021 # £202146A30H 1- 7@ A

Six months ended 30 June

B Z6H30R L <EA
2021 2020
20214 20204

Note ~ RMB million ~ RMB million
i ARMEELT ARBEERT

(Restated)
(E5))
Profit for the period attributable to Z<2 7] % 3R FE {5 A Hi B 7 -
owners of the Company from:
— continuing operations - FREKEEB 2,596 742
— discontinued operations -ERIEBELEER 17,865 1,621
20,461 2,363
Profit for the period attributable to FZ#fIMEZEEAPERX
non-controlling interest from: as Fl
- continuing operations - BEBEEEER 1,201 874
- discontinued operations -ERIERBELEER 563 955
1,764 1,829
Profit for the period 7K Hf & 35 A 22,225 4192
Total comprehensive income for AT RREMER
the period attributable to owners 2 HEH U5 :
of the Company from:
- continuing operations - BEEEER 2,496 722
- discontinued operations - BRI ERKEER 17,865 1,621
20,361 2,343
Total comprehensive income for  FE{h A< # 0 2 T UK 25 48 2R
the period attributable to:
- Owners of the Company - ARARRE 20,361 2,343
- Non-controlling interests - SIS 1,763 1,820
22,124 4,163
Basic and diluted earnings per EATRREMEN Z2ER
share for profit attributable to BEAXARBERRN(ARES):
owners of the Company (RMB
cent) from: 9
- continuing operations - RHREEED 29.98 8.57
- discontinued operations -ERIEBELCEXER 206.32 18.72
236.30 27.29

The notes on pages 28 to 56 form part of this interim financial SE28ZE 568 7 M 5+ & A 248 & HA BF 78 i & 19 — P
report. 7 e
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UNAUDITED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
ARBREESTHMBMRR X

As at 30 June 2021 202166H30H

30 June 31 December
2021 2020
202145 20204
6H30H 12H31H
Note RMB million RMB million
izt ARBEERL ARBEET
Assets BE
Non-current assets kRBEE
Property, plant and equipment - BENMEE 11 67,874 67,877
Investments in associates REENRZIRE 12 6,605 6,186
Investments in joint ventures REBREZRE 13 3,371 3,348
Intangible and other non-current assets  EF & EhIERENEE 14 2,788 2,440
Deferred tax assets RIETRIBE E 1,348 1,294
81,986 81,145
Current assets REBEE
Inventories FE 1,437 925
Accounts receivable JE U BR 3R 15 4,017 4,085
Prepaid expenses and other current FENREREMTEEE
assets 10,464 8,153
Cash and cash equivalents BekBEeEEER 48,559 16,273
Assets associated with a disposal HAO¥EABRBEHEZEE
group classified as held-for-sale HRIEECEE - 44,407
64,477 73,843
Total assets wWEE 146,463 154,988
Equity =
Capital and reserves attributable to 22 7 R &R B
owners of the Company BARGEE
Share capital fi& A< 16 71 71
Retained earnings =17 BRI 23,061 31,557
Other reserves B iE 30,493 21,956
53,625 53,584
Non-controlling interests FEFIMER 18,968 30,943
Total equity R 72,593 84,527
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UNAUDITED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

REEGESPHYEMRR K

As at 30 June 2021 #202146H30H

30 June 31 December
2021 2020
202145 20204
6H30H 12H31H
Note RMB million RMB million
iz ARMEERT ARKEET
Liabilities afE
Current liabilities REBEE
Accounts payable and accrued ENERKEGFAEERE
liabilities 17 43,830 28,093
Income tax payable JERFT1S 440 604
Other tax payable Hib g 1E 149 212
Short-term borrowings EEEE 18 5,527 5,182
Lease liabilities HEAE 155 158
Liabilities associated with a disposal HOBARBIELEZNE
group classified as held-for-sale HEREEz8E - 10,344
50,101 44,593
Non-current liabilities kRBARE
Long-term borrowings REIEE 18 20,108 22,491
Deferred tax liabilities EEHRIBEAE 1,598 1,438
Lease liabilities HEARE 538 506
Other liabilities Hih B & 1,525 1,433
23,769 05,368
Total liabilities =R 73,870 70,461
Total equity and liabilities ERREEBEHATE 146,463 154,988
Net current assets RBEEFE 14,376 29,250
Total assets less current liabilities HWEERRBAR 96,362 110,395
The notes on pages 28 to 56 form part of this interim financial 5§ 28568 2 M 5T i Ak 4 8 B 7% 3 45 #9 — 26
report. 7 e
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UNAUDITED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
AEBRGETHEREE X

For the six months ended 30 June 2021 & £2021F6/330H 1 7~ 1E A

Attributable to owners of the Company

ARAIRRER
Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
g BREAF HibfE & Nt BB ER s

Note RMB million RMB million RMB million RMB million RMB million RMB million
sk ARBBEERL ARBAERT ARKBEL ARBEER ARKAERT ARKBER

Balances at 1 January 2020 /420205

1A1R& & 7 28,484 21,433 49,988 29,197 79,185
Profit for the period AR % F - 2,363 - 2,363 1,829 4,192
Other comprehensive income ~ Eft 2 &I % - - (20) (20) (©) (29)

Total comprehensive income for  AHRZE M L5

the period - 2,363 (20) 2,343 1,820 4163
Transfer between reserves mEHER - (89) 89 - - -
Final dividend for 2019 2019F RERR 8 10(a) - 2,277) - (2,277) - (2,277)
Dividend to non-controlling BRIEEGIMERZ

interests & E - - - - (2,038) (2,038)
Capital contribution from FiEHIES 2 FE

non-controlling interests - - - - 198 198
Acquisition from non-controlling  f3F 122 il 14 1 25 U B8

interests - - - - (13) (13)
Disposal of subsidiaries REMWBRA - - - - (11) 1)
Acquisition of subsidiaries WEE B AR - - - - 235 235

- (2,366) 89 (2,277) (1,629) (3,906)

Balances at 30 June 2020 #2020
6A30H & & 4l 28,481 21,502 50,054 29,388 79,442
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UNAUDITED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
AEBRGETHESRED X

For the six months ended 30 June 2021 # £202146A30H 1- 7@ A

Attributable to owners of the Company

AR RRER
Non-
Share Retained Other controlling Total
capital earnings reserves Sub-total interests equity
B BEEA Hitv 5 Nt EERIMER BREE

Note  RMB million RMB million RMB million RMB million RMB million RMB million
M ARBEER AR%EER AREER AR¥EER ARYEERT AR¥BEER

Balances at 1 January 2021 720215
1A1B&&

Profit for the period AR %

Other comprehensive income  H 2 E Uz

Total comprehensive income for R H§ 2 E M £ 58
the period

Transfer between reserves FEmEER
Final and special dividend for 20204 K &
2020 HRIRE
Dividend to non-controlling BRIEEGI R
interests & £

Capital contribution from non-  FE¥R#IMEZH 218
controlling interests

Acquisition from non-controlling a3 1% ] 1 1 25 it B
interests

Disposal of subsidiaries REMEAR

Balances at 30 June 2021 H20215F
6H30R &t

The notes on pages 28 to 56 form part of this interim financial ~ $28ZE 568 2 M 5t & Bk 7% 1 B B 15 ¥R 45 &) — &F
report. e
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UNAUDITED CONSOLIDATED INTERIM CONDENSED STATEMENT OF CASH FLOWS
ARBRGEETHEHRSRER

For the six months ended 30 June 2021 & £2021F6/330H 1 7~ 1E A

Six months ended 30 June
H £6H30H 1L <@ A

2021 2020

20214 20204F

RMB million RMB million

ARBEET ARKBE&ET

Operating activities ReEEH
Cash generated from operations KEEBMS A ® 5,227 9,208
Tax paid BB (1,943) 2,117)
Net cash generated from operating RETHMEBZESFE

activities 3,284 7,091
Investing activities REZEH
Proceeds from disposal of subsidiaries, net HEWE AR ZFAERE K H

of cash and cash equivalents disposed of &R&NMIRESEEIEER 32,474 -
Capital expenditure BEARX (4,221) (4,576)
Other cash flows arising from investing REETBMGBzHEME SRS

activities 1,432 528
Net cash generated from/(used in) REFHRE (FFRZHEEEHE

investing activities 29,685 (4,048)
Financing activities A& EE
Dividend paid to non-controlling interests BT IEESI RS (713) (528)
Increase in borrowings B8 M 5,658 11,621
Repayments of borrowings EBEEE (6,110) (11,158)
Other cash flows generated from/(used in)  BEEBFTE, (TR Z2HEMIR S

financing activities mE 138 (910)
Net cash used in financing activities METEFAZREFE (1,027) (975)
Net increase in cash and cash RERBESEEEREZ

equivalents B hn 58 31,942 2,068

Cash and cash equivalents at 1 January WM1B1HZ2R &R
HE&ZEHEB 16,690 18,640

Effect of foreign exchange rate changes E R & &/ & (73) (10)

Cash and cash equivalents at 30 June H6A30BZBEER
HE&ZEHEB 48,559 20,698

The notes on pages 28 to 56 form part of this interim financial ~ 5528Z% 568 ~ [t 5+ 1 5k /K i HA BF 75 3R & &9 — &6
report. 2)

o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

R

28

EERTHM B RSN

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. lts 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 2021, PetroChina indirectly owned 54.38% (31
December 2020: 54.38%) equity interest in the Company.

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

The Company acts as an investment holding company.
The principal activities of its principal subsidiaries,
associates and joint ventures are the sales of natural gas,
sales of liquefied petroleum gas (“LPG”), and liquefied
natural gas (“LNG”) processing and terminal business 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.

On March 2021, the Company completed the disposal
of equity interest in PetroChina Beijing Gas Pipeline Co.,
Ltd. (“Beijing Pipeline”) and PetroChina Dalian LNG Co.,
Ltd. (“Dalian LNG”). Beijing Pipeline and Dalian LNG
were presented as discontinued operation in this interim
financial report and the comparative information for the
six months ended 30 June 2020 has been restated.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

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 24 August 2021.

The accounting policies adopted are consistent with those
of the previous financial year and corresponding interim
reporting period, except for the adoption of new and
amended standards as 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 2020 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”). Accordingly,
this report is to be read in conjunction with the annual
report for the year ended 31 December 2020 and public
announcements made by the Company during the interim
reporting period.

AEEGTHMBERENE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

R

30

ERPHMBERENE

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of amendments to
HKFRSs that are first effective for the current accounting
period of the Group. Of these, the following development
is relevant to the Group’s interim financial report.

° Amendments to HKFRS 9, HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16, /nterest Rate Benchmark
Reform — Phase 2

None of the developments have a material effect on how
the Group’s results and financial position for the current
or prior periods have been prepared or presented in this
interim financial report.

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

REVENUE

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

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

OTHER GAINS, NET

EHERELH

EAEGMAGERMEEARAEE 2K
BMEEREM 2B BB RELLE
FIZR o B NYIERIEAEE 2 B
WEER -

o BEUBMEERFEIN  BEIHE
RIZE39%% « BB IEIRELERFT7IH -
BRI EERFAFE LB BT
WEERE16RIBRI AN - FFHEH
B - F R

ZEREUB(CREH AN RERAT B

5 S WA A B 3 2 518 Al 3 A TE HI
ZEBNBERANBERERNTE -

AREEI RERATANA S HREHRE
M HAI AR

A
KEFBEREEBHRATIERRBRA
FIHE - LPGIEE - LNGHN T HfF#E B R
JRomH & 2 WA °

KEEPAHZB AR 20N HKEE -

Hitlrzs > B8

Six months ended 30 June

B Z6H30A L A<EA
2021 2020
20214 20204

RMB million RMB million
AREEET ARKBETT

(Restated)
(E%)
Continuing operations BFERSEEK

Net exchange gain/(losses) N W (E1B)F58 153 211)
Rental income Ha2BA 51 31
Government grants BT 78 B 18 42
Others H 132 247
354 109
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AREERTHUMBHRSHE

INTEREST EXPENSES 6 FEEZH
Six months ended 30 June
B Z6H30R 1L BB
2021 2020
20214 20204

RMB million RMB million
AREBEERT AREKEBETT

(Restated)
()
Continuing operations BFEREER
Interest expenses B H 534 702
Less: amounts capitalised D= N g (271) (225)
Total interest expenses wF BT 263 477
Amounts capitalised are borrowing costs that are EXfteAlRERERGKREZEEMR
attributable to the construction of qualifying assets. The BEEERAK - H Z=2021F6A30H Lt /<&
average interest rate used to capitalise such borrowing A B EBEXNAMAZFEHFF
costs was 4.12% (six months ended 30 June 2020: 4.70%) R BA412% (B = 20206 A30H 1F /N E A :
per annum for the six months ended 30 June 2021. 4.70%) °
PROFIT BEFORE INCOME TAX EXPENSE FROM 7 RBEREXKRHASESHERA
CONTINUING OPERATIONS i F
ltems charged in arriving at the profit before income tax SEREEGRAEHERI M2 H0BR
expense from continuing operations include: ANIEH -
Six months ended 30 June
HZ6H30H1E<EA
2021 2020
20214 20204
RMB million RMB million
ARBEET ARKBET
(Restated)
(&%)
Continuing operations FEREER
Amortisation of intangible assets BEEEZHEH 40 37
Depreciation and depletion of NTIHEBZITERER
- owned property, plant and equipment - BEWE - BEN KRB 2,038 1,942
- right-of-use assets -ERAEEE 206 198
Cost of inventories recognised as expense iR AR S 27 ER A 54,282 38,137
Impairment loss on accounts receivable  f& Uy BR FRL (B &5 18 80 69

ERERERAT 2021w ms 31



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTIHPBEREME

8 INCOME TAX EXPENSE 8 FMEBWHEHR

Six months ended 30 June
B Z6H30R L <EA

2021 2020

202145 20204

RMB million RMB million

ARBBEERT ARKBETT

Current tax B HA %4 18
- PRC - 2,823 1,842
- Overseas - B 74 14
2,897 1,856
Deferred tax IEE B 1| 81 83
2,978 1,939
Income tax expense attributable to U T&EMEENELENFAER
profit from: BH:
- continuing operations - HEKE 1,253 1,133
- discontinued operations - BRI ELEER 1,725 806

Hong Kong Profits Tax has not been provided for as the
Group has no assessable profit subject to Hong Kong
Profits Tax for the six months ended 30 June 2021 (six
months ended 30 June 2020: 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 2020: 25%).
The operations of the Group in 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 2020: 15% to 20%).

Income tax on overseas profits has been calculated
on the relevant estimated assessable profit for the six
months ended 30 June 2021 at the applicable rates of
taxation prevailing in the jurisdictions in which the Group
operates.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

9 BASIC AND DILUTED EARNINGS PER SHARE

(@

The calculation of basic earnings per share from
continuing and discontinued operations are based
on the Group’s profit attributable to owners of the
Company of approximately RMB2,596 million and
RMB17,865 million respectively (six months ended
30 June 2020: RMB742 million and RMB1,621
million), and weighted average number of ordinary
shares in issue during the six months ended 30
June 2021 of approximately 8,659 million shares
(six months ended 30 June 2020: 8,659 million
shares).

Diluted earnings per share from continuing and
discontinued operations for the six months ended
30 June 2021 and 2020 are the same as the basic
earning per share as there were no potentially dilutive
ordinary shares issued.

10 DIVIDENDS

(@

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

Final dividend and special dividend attributable
to owners of the Company in respect of 2020 of
RMB21.01 cents and RMB213.66 cents per share
respectively, amounting to a total of approximately
RMB1,819 million and RMB18,501 million
respectively, was approved by the shareholders in
the Annual General Meeting on 26 May 2021. The
amount is based on approximately 8,659 million
shares in issue as at 23 March 2021, which was
paid subsequently on 9 July 2021.

With reference to the Company’s announcement
dated 25 May 2021, shareholders were given an
option to receive the dividend either in RMB or in
HKD. The Directors do not consider the derivative
embedded in such arrangement to have material
impact to these interim financial statements.

AEEGTHMBERENE

9 BREFARBERT
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTIHPBEREME

10 DIVIDENDS (CONTINUED)

(c) The Directors do not recommend a payment of an
interim dividend for the six months ended 30 June
2021 (six months ended 30 June 2020: Nil).

11 PROPERTY, PLANT AND EQUIPMENT
(@) Right-of-use assets

During the six months ended 30 June 2021, 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 RMB177
million from continuing operations (six months
ended 30 June 2020: RMB342 million).

The Group recognised depreciation charge of right-
of-use assets of RMB206 million from continuing
operations during the period ended 30 June 2021
(six months ended 30 June 2020: RMB198 million).

(b) Acquisitions and disposals of owned
assets

During the six months ended 30 June 2021,
the Group acquired items of property, plant and
equipment with a cost of RMB2,238 million from
continuing operations (six months ended 30 June
2020: RMB3,579 million). Items of property, plant
and equipment with a net book value of RMB43,117
million from continuing operations were disposed
of during the six months ended 30 June 2021 (six
months ended 30 June 2020: RMB286 million).

The Group recognised depreciation charge of
owned property, plant and equipment of RMB2,038
million from continuing operations during the six
months ended 30 June 2021 (six months ended 30
June 2020: RMB1,942 million).
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AREERTHUMBHRSHE

INVESTMENTS IN ASSOCIATES 12 RitErdIziRE
30 June 31 December
2021 2020
20215 20204
6H30H 12 A31H
RMB million RMB million
AREBEERT AREKEBETT
Share of net assets BB EFE 6,255 5,836
Goodwill SES 350 350
6,605 6,186

INVESTMENTS IN JOINT VENTURES 13 REELEZRE
30 June 31 December
2021 2020
20215 20204
6H30H 12 A31H
RMB million RMB million
ARMEET ARKBET
Share of net assets BB EFE 3,334 3,310
Loans to joint ventures mMEBTEENR 37 38
3,371 3,348

As at 30 June 2021, included in loans to joint ventures is
an amount of RMB37 million (31 December 2020: RMB38
million) which was unsecured, interest-free and repayable

on demand.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

R

14

15

36

ERPHMBERENE

INTANGIBLE AND OTHER NON-CURRENT
ASSETS

14 BEXREMERBDEE

30 June 31 December
2021 2020
20214 20204
6H30H 12A31H
RMB million RMB million
AREEET ARKBETT
Intangible assets (note) mpEEMT 1,989 1,554
Prepaid construction costs SNBSS N 167 378
Loan to an associate Bl NI 34 30
Other financial assets HthemEE 281 239
Others Hi 317 239
2,788 2,440
Note: The intangible assets as at 30 June 2021 and 31 December MEE:  F2021F6 308 A &2020F 12 A31H »
2020 mainly comprise franchised rights, goodwill, contract WEEXTEZRIERTE B2 ARHERK
relationships, and computer software costs. MBI -
ACCOUNTS RECEIVABLE 15 FEUX BR FX
As of the end of the reporting period, the ageing analysis HEREHR - RIERR (R BERE) L
of accounts receivable, based on the invoice date and BERAHERRSTUOT
net of loss allowance, is as follows:
30 June 31 December
2021 2020
202145 20204
6H30H 12 H31H
RMB million RMB million
AREEET ARKBET
Within 3 months =@ANUA 2,424 3,407
Between 3 to 6 months —EAZEMEAR 888 189
Over 6 months 7E A B 705 489
4,017 4,085

The Group’s revenue from rendering of terminal 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.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

ARERPHRUBREME
16 SHARE CAPITAL 16 R
Nominal
Number of value
ordinary  of ordinary
shares shares
ZBEREE EREREE
million HK$ million
BER BEBT
Authorised: EIE
Ordinary shares of HK$0.01 each &R E E0.01 Bz ZHRK
At 1 January 2020, 720201418 -
30 June 2020, 2020 6H30H
31 December 2020, 2020%12A318
1 January 2021 and 2021F1A1E X
30 June 2021 202146 H30H
Nominal
Number of value
ordinary  of ordinary
shares shares
ZEREE EEREE
million RMB million
BEER AR¥BER
Issued and fully paid: ERTRBEHM:
Ordinary shares of HK$0.01 each Z I EH0.01 & EiBK
At 1 January 2020, 20201 /418 -
30 June 2020, 2020%6H30H -
31 December 2020, 2020%12A318
1 January 2021 and 2021F1A1B &
30 June 2021 20216 H30H
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

R

REGTHRBEREME

17 ACCOUNTS PAYABLE AND ACCRUED 17 BRERFRESFAE
LIABILITIES
30 June 31 December
2021 2020
202145 20204
6H30H 12 A31H
RMB million RMB million
ARBEET ARKBET
Accounts payable & BR 3K 3,166 3,355
Contract liabilities AHa’E 9,416 10,911
Salaries and welfare payable e 3 & AR H 566 312
Accrued expenses FEFTR X 278 14
Dividends payable FERTIR B 20,504 435
Interest payable JE ) 8 153 72
Construction fee and equipment SRR E& & 155 B AN
cost payables 6,578 8,239
Amounts due to related parties FE R E 5 1T
- Non-controlling interests - S |“$$2§ it 1 1
- Others - EAfth 101 82
Other payables H th j& 5 IR 3,067 4,672
43,830 28,093
As of the end of the reporting period, the ageing analysis BHERSHR BNEFRREZAHZE
of accounts payable, based on the invoice date, is as BT
follows:
30 June 31 December
2021 2020
202145 20204
6H30H 12 HA31H
RMB million RMB million
ARBEET ARKBET
Within 3 months =EANRA 1,922 2,751
Between 3 to 6 months —“EAEREANRN 405 159
Over 6 months ~E A E 839 445
3,166 3,355

38
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18 BORROWINGS

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

18 BE

AEEGTHMBERENE

30 June 31 December

2021 2020

20214 20204

6H30H 12 A31H

RMB million RMB million

AREERT ARKBET

Short-term borrowings — unsecured MHEE - KR 1,671 3,014

Current portion of long-term borrowings & 8EE 2 B1THIE o 3,856 2,168

5,527 5182

Long-term borrowings — secured (note)  KHIfEE - A EH#F (K &) 775 780

Long-term borrowings — unsecured REIEE - BER 23,189 23,879
Less: Current portion of long-term B REEBEE BN

borrowings (3,856) (2,168)

20,108 22,491

25,635 27,673

Note: As at 30 June 2021, certain property, plant and equipment
of the Group amounting to RMB759 million (31 December
2020: RMB756 million) were pledged to banks for loan
facilities granted to the Group.

As at 30 June 2021 and 31
borrowings of the Group were repayable as follows:

December 2020, the

B3 - 72021F6A30H » REEE TWE - BE R
B ARB759H BT (2020F 128310 : AR
K76 BT ERAEBER Z EXRMER
T RIT

M2021F6 4308 K&20205F12A31H » KA &
HEEARNTEE:

Bank loans

Loans other than bank loans

MITER MREBITERUIMIZER

30 June 31 December 30 June 31 December

2021 2020 2021 2020

20214 20204 20214 20204

6AH30H 12H31H 6H30H 12 A31H

RMB million RMB million RMB million RMB million

ARMEERT ARKBET ARBEERT ARKBET

Within one year —FA 3,186 1,970 2,341 3,212
Between one to —EMF

two years 1,653 1,970 624 2,274
Between two to WERF

five years 4,652 3,197 6,400 8,842

After five years AFU 3,114 2.657 3,665 3,551

12,605 9,794 13,030 17,879

=
Eb
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

R

ERPHMBERENE

19 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

40

(@)

KUNLUN ENERGY COMPANY LIMITED

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. 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.

19 €M T AQFEE

Bl

BATEFEZERMEE
N EER

TREJIAEEBEMTAZRATE"
ZETRTARNRERRREEER
EHE U DBRBBMBEREER
FBRLAFEAEIMREZ=ZRR
FESFH - BRFEAEDHEIER
T2 EMTNMEETAMBEE A
BRUENE2MREE:

(@)

- E—REE EERE— KR A
B IR BARSAERA
R E RS 2 E A E 2 A
FE -

- FEAME ERE-_FfBAK
DA EDE R ZABR
WABE) BY REREKRTA
BB ABBHEZRATFE T
ABREEARERLAMSEIE
ZEABIE -

- B-RAEERAEATATRER
BWABEEZAFE-

Fair value at Fair value measurements as at Fair value at Fair value measurements as at
30 June 30 June 2021 categorised into 31 December 31 December 2020 categorised into
2021 Level 1 Level 2 Level 3 2020 Level 1 Level 2 Level 3
R2021E 1#2021%6A30R 120205 72020512 A31A
67308 WATEHEIRAR 12A31R NATEHENER
2AhYE -8 et =4 ZRTE £ =8 E
RMB million  RMB million ~ RMB million ~ RMB million RMB million RMB million RMB million RMB million
AREEER ARMEER ARMBER ARYEER ARKBERT ARKBERT ARKBERT ARKBER
Recurring fair value BEELTEGE
measurements
Other financial assets HEtemAE
- Listed -k 281 281 - - 239 239 - -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

Fair value hierarchy (Continued)

During the six months ended 30 June 2021 and
2020, there were no transfers between Level 1 and
Level 2, or transfers into or out of Level 3. The
Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of the
reporting period in which they occur.

Information about fair value
measurements

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

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

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost as
of 30 June 2021 and 31 December 2020 are not
materially different from their fair values.

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, Sales of LPG, LNG
Processing and Terminal, and Exploration and Production.

19

20

AEEGTHMBERENE

M ITAQXFEFEGE)

(@) ii?‘:'ZA‘SF{Eﬁ%Z@EﬂﬁE

&)
N EFR(E)

H E20214F N 20206 H30H IF 7~ @
A B—8RE_fRzELEEE .
FEADNIELEE=R - AEE
BRARBEEE R I REHAERS
NFEERER 2 FE -

EI

BN FEFEZER

RirEFREHTBERIKRBE AL
MZBRAEABELZRAFENE - T
2EHHNREBELFRISIMZEAE
MmEE °

BAFEUSNFIES S
EEREMNATE

7202146 30 H K 202012 A31H
AEBIZRALBENATEZ R

TAZHREEEAEATFETEENE
2o
38 &

EERMzERFAAERAETELEREE
REZABREER—B JVEARBIHT
%%/)&ﬂi"

AEERERERBEBEES - LER
MR mE  AEBEZNE—Z5AHE
R BWAKRENEZERRE: KAR
fHE - LPGHSE « LNGIN T HAREE R Ehixa
HE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTIHPBEREME

20 SEGMENT INFORMATION (CONTINUED) 20 IIRER(EF)

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

The composition of reportable segments of the Group
has changed in the year ended 31 December 2020
following the potential disposal of discontinued operation.
Due to such a change in the reportable segments, the
previously reported segment information for the six
months ended 30 June 2020 has been restated to be
comparable with the revised segmentation approach as
required by HKFRS 8, Operating Segments.

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.

Corporate segment result 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 2021
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

20 SEGMENT INFORMATION (CONTINUED)

21

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

For the six months ended 30 June 2021 revenue
of approximately RMB3,952 million from continuing
operations (six months ended 30 June 2020: RMB4,202
million) is derived from one (six months ended 30 June
2020: one) customer with whom transactions have
exceeded 10% of the Group’s revenues. The revenue is
attributable to the Natural Gas Sales, Sales of LPG, LNG
Processing and Terminal and Exploration and Production
segments.

DISCONTINUED OPERATIONS

On 22 December 2020, the Company and China Oil
& Gas Pipeline Network Corporation (“PipeChina”)
entered into an equity transfer agreement (the “Equity
Transfer Agreement”) pursuant to which the Company
has conditionally agreed to sell and PipeChina has
conditionally agreed to purchase the Company’s 60%
equity interest in Beijing Pipeline and 75% equity interest
in Dalian LNG (together, the “Target Companies”) at a
base consideration of approximately RMB40,886 million
(subject to adjustments according to the price adjustment
mechanism as set out in the Equity Transfer Agreement).

All the condition precedents stipulated in the agreement
have been fulfilled during the period ended 30 June
2021. Gain on disposal of RMB16,981 million is estimated
and recorded in this interim financial report.

As at 31 December 2020, each of Beijing Pipeline, which
used to be reported under the Group’s “Natural Gas
Pipeline” segment, and Dalian LNG, which used to be
reported under the Group’s “LNG Processing and Terminal”
segment, represented a separate major line of the Group’s
business. Consequently, Beijing Pipeline and Dalian LNG
were presented as discontinued operations in these financial
statements.

AEEGTHMBERENE

20 HRME M ()

21

AEB 2 WAL FFRAARBI A - A
SEZERDEENLIFLNARE A
i o

H ZE2021F6A30RIENEAR  REFEK
BEBKHRAHDARE3G2EET(HE
20206 A30H IE /A A : AR¥4,2028 &
TT) JhIR B — % (B 2202056 A30H 1F 7~ @
A:—R)EF MEEZIZFEXREER
AZ10% A E - MAKRBRARIEE  LPG
HE - LNGII TEHEFEMN REREE ER
iﬁ °

ERLERFERERE

R2020F12 8228 © AR A E B R A MK A
REMEEEARAR(BAREREEDEE
RS EGE ((REEERZ]  BUEAR
AEAKHRELEMBEREREECDA
BHREBEARRMBFAEILREEQR
M KEBINGAR (HEIERAR])Z260% K
5% MM - ENRELN A ARKEL0,886E &
T (FRBEREEERZMEHERA RS
HEITHE) -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTHMBEREHNE

ERUEFEEEXRE(H)

ERIEFERLEXRBZMBHEEMFINMT -

21 DISCONTINUED OPERATIONS (CONTINUED) 21

Financial information relating to the discontinued
operations is set out below.

(@) Result of the discontinued operations @ BRISERESER XS

Profit for the period from the discontinued
operations is analysed as follows:

RECDRIFHELEEB 2 BN E T
DT :

Three months ended Beijing

31 March 2021 Pipeline  Dalian LNG Disposal gain Total

#Z202153A31A

E=@A TREENT KELNGATA & W & @t
RMB million RMB million RMB million RMB million
AR¥EBEERT AR%EBER AR%EBERT ARKEER

Revenue LON

Other gains, net Hils @ 38

Interest income FERA

Purchases, services and others R RERAM

Employee compensation costs EEMEMA

Depreciation, depletion and
amortisation

e BRREH

Selling, general and administrative ~ $5%& ~ — A& 1M
expenses ERER

Taxes other than income taxes BRETEHLASNZ 8

Interest expenses FlEZHE

Profit before taxation BR B¢ AT

Income tax expense EHER

Profit for the period HREF

Attributable to: PARA TR
Owners of the Company ARAIRE

Non-controlling interests

FREEG

Profit for the period

MRER

KUNLUN ENERGY COMPANY LIMITED Interim Report 2021




NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AREERTHUMBHRSHE

21 DISCONTINUED OPERATIONS (CONTINUED) 21 BRIEBEREERK(E)

(@) Result of the discontinued operations @ BRIEKERKEEBZESE
(Continued) (48)
Six months ended Beijing
30 June 2020 Pipeline Dalian LNG Total
8 £2020%6530H
1IE <@ A ItREBEBRF KELNGAH @Et

RMB million RMB million RMB million
ARBBEETL ARBKBEETL AREKBER

Revenue WA 4,977 563 5,540
Other gains, net Hh gz HEE 144 4 148
Interest income B A 10 11 21
Purchases, services and others #RE& - IR7% & E b (704) (30) (734)
Employee compensation costs 1& 8 Bl & B 2 (161) (17) (178)
Depreciation, depletion and TE BREREE

amortisation (1,175) (120) (1,295)
Selling, general and HE - —ARIEM

administrative expenses EEER (18) 1) (19)
Taxes other than income taxes [ FT15 %7 LA 4h 2 B 18 (43) (10) (53)
Interest expenses B X (48) - (48)
Profit before taxation B B¢ A g A 2,982 400 3,382
Income tax expense Fristi& A (694) (112) (806)
Profit for the period H 3% F 2,288 288 2,576
Attributable to: AT A LA :

Owners of the Company PN ) 1,408 213 1,621

Non-controlling interests FF ¥ 1) 1 A 2 880 75 955
Profit for the period HA 55 F 2,288 288 2,576
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTHMBEREHNE

21 DISCONTINUED OPERATIONS (CONTINUED)

(b)

Cash flows from the discontinued

operations

Cash flows for the period from the discontinued

21 ERLERERERE(H)
() REERILEEREXHZ

Befiig

KRECRIEFBEREEXEBZHARE

operations are analysed as follows: MEBAONIT
Three months ended Beijing
31 March 2021 Pipeline Dalian LNG Total
B £202143A31AH
LE={@A EtREELAR KELNGLF et
RMB million RMB million RMB million
ARBBEERT ARBBEERT ARBEER
Net cash generated from REXBEEZ
operating activities IR & 55 1,109 150 1,259
Net cash used in investing "EERABZ
activities HE 58 50 178 228
Net cash used in financing MEEEAAZ
activities REFRE (32) (328) (360)
Net cash outflows e mEFE 1,127 = 1,127
Six months ended Beijing
30 June 2020 Pipeline Dalian LNG Total
B £2020F6H30H L <f8 B IEREEBRR KELNGRA Sy
RMB million RMB million RMB million

AREBET ARBEET AR¥AET

Net cash generated from REXBEEZ

operating activities ReFHE 3,006 369 3,375
Net cash used in investing KEEBAZ

activities e FHE (504) (367) 871)
Net cash used in financing BEEEFTAZ

activities &R (3,468) @) (3,470)
Net cash inflows Beh A F5 (966) - (966)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AREERTHUMBHRSHE

21 DISCONTINUED OPERATIONS (CONTINUED) 21 BRIEBEREERK(E)

()

Gain on disposal of the discontinued c HECKRIESELKEEKRK2

operations i &=

Six months ended
30 June 2021

£ £2021%6H30H
1EX1E A
RMB million
AREEHER
Cash consideration received or receivable & sk & B3R & K B 39,070
Carrying amount of net assets sold FrHEFEEMNKEE (20,796)
Gain on disposal of discontinued BTSN EH D EE L FE
operation before income tax and Al HEBRIEFBKLEHE
reclassification of translation reserve U Z= 18,274
Reclassification of translation reserve EMOBELRE 64
Income tax expense and other expenses FT1S%: & A ME 5 FH (1,357)
Gain on disposal of discontinued BRETISHE c HEDKRIEFE
operations after income tax 1S ST 16,981
Due to the disposal of discontinued operations, HREEERIEFELEER - B
withholding income tax has been provided at IEHRERBHEERIEFELE
a tax rate of 10% based on the excess of the BHREBEAEBRBELEREER
consideration of the disposal of discontinued Bl R KEINGA R B M HRER I
operations over the consideration paid when the DIR T R10% IR B o

Group acquired Beijing Pipeline and Dalian LNG.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTHMBEREHNE

21 DISCONTINUED OPERATIONS (CONTINUED) 21 241t

i

BREXBRE

(d) Assets and liabilities associated with the d) BB ILE %%@%%i%#ﬁﬁﬁ
discontinued operations ZEERGE
The carrying amounts of assets and liabilities 202143 A31B (AL E HE) BB &
associated with the discontinued operations as at IHBECEEBBEZEERAEZ
31 March 2021, the date of disposal, were: FREEHY T :
Beijing
Pipeline  Dalian LNG Total
TREBEAT KELNGAH @t

RMB million RMB million RMB million
ARBEEBT AREBEBRT AR¥EER

Property, plant and equipment VER ST

Intangible and other non-current assets EF R EMIERHEE

Inventories "R

Accounts receivable FE Wi B 3

Prepaid expenses and other current BRRREMTED
assets BE

Cash and cash equivalents RekBeEEEE

Total asset BEE

Accounts payable and accrued liabilities FEfTBR 7 12 JEst B

Income tax payable ERMER
Other tax payable Hit NI
Borrowings fEE

Lease liabilities MERE
Deferred tax liabilities ELHEERE
Total liabilities BeE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

AEEGTHMBERENE

21 DISCONTINUED OPERATIONS (CONTINUED) 21 BRIEIFELEEK(HE)
(d) Assets and liabilities associated with the () EERLSGEESXFHE
discontinued operations (Continued) ZEERBEE)
The carrying amounts of assets and liabilities 202012 A3THEE R IE R ELE
associated with the discontinued operations as at ¥GHEBECEERBE ZEREESY
31 December 2020, were: mN
Beijing Pipeline Dalian LNG Total
IEREBRE] KELNGAA @t
RMB million RMB million RMB million
AREFEL ARKBEERLT AR%BER
Property, plant and equipment mE - BEREE 41,058 2,536 43,594
Intangible and other non-current assets &L it I REEE 83 20 103
Inventories RE 159 1 160
Accounts receivable FE W B 3 25 - 25
Prepaid expenses and other current BRRREMTD
assets BE 107 1 108
Cash and cash equivalents RekBHeEBEEE 47 - 47
Total asset BEE 41,849 2,558 44,407
Accounts payable and accrued liabilities  JE{TBR 7 K fE =+ & (& 3,147 63 3,210
Income tax payable ERMER 49 - 49
Other tax payable HiERBIR 46 33 79
Borrowings 9= 6,500 - 6,500
Lease liabilities MEBE 33 4 37
Deferred tax liabilities BEEMIEER 403 66 469
Total liabilities BEE 10,178 166 10,344

=
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

EN

22

23

92

ERPHMBERENE

COMMITMENTS

Capital commitments

22 R

BAREIE

30 June 31 December
2021 2020
202145 20204
6H30H 12H31H
RMB million RMB million
ARBEET ARKBEET
Contracted but not provided for: ERTANERELEE:
- Property, plant and equipment -ME - -BERZE 365 927
- Investment in a partnership fund -REAEBLEES (W)
(note) 2,259 -
2,624 927
Authorised but not contracted for: ZH#t/E{ERTH :
- Oil field development costs - HERBEER 3 5
- Property, plant and equipment -ME - -BERZE 437 543
440 548
Note: The capital commitment relates to the establishment of an Mzt AR ARR2021F4F12B EHB R EFT
equity investment fund pursuant to a partnership agreement W ARAFEARBRENRFABLINEG R
entered on 12 April 2021, as disclosed in an announcement TEBERLBRAICEESHA -
made by the Company on the same date.
RELATED PARTY TRANSACTIONS 23 FIERRS

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.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

23 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 in both continuing
and discontinued operations between the Group and its
related parties during the period and balances arising
from related party transactions at the end of the period.

(@) 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:

()  The Group entered into the Leng Jiapu
Contract with the CNPC Group in 1997
and certain supplemental agreements, for
the purpose of renewing the terms of the
previously signed master agreement and
supplemental agreements.

AEEGTHMBERENE

23 BAEFXZ(F)

GRARTEREEME B ZEET
BRZO AEBHEARETRAHAR
FENMCRIBEREEBZ - REBKS®
BRI Z2ERBET RSN REEED
RPEEZEHRN T XA -

AEBEEPHEEEMKERAREE
REOZHMERGHE - ARULEFRE
AEEEAPHEBEMKERRZH
HIR 2 16 5K Al e B2 B b BRSE 5 S =
HEALZRNRZERERTR -

HAhEB R AEB ZBE AR NG
BEENEIRHETRXZINEESE
BREPET  LHIWT:

() AEEP997FEApPHEEZTL
REEERNETH A IAE
R AR T RO AR 17 N TE ek
HHEIR -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
ERPHMBERENE

R

23 RELATED PARTY TRANSACTIONS

%4

(CONTINUED)

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

(0

(Continued)

Under the Leng Jiapu Contract and the
master agreement, a framework for a range
of products and services to be procured
from the CNPC Group to the Group and vice
versa including oil and gas products, general
products and services, financial services and
rental services is provided.

Provision of products by the CNPC
Group to the Group amounted to
approximately RMB27,043 million
(six months ended 30 June 2020:
RMB27,599 million) for the six months
ended 30 June 2021.

Provision of services by the CNPC
Group to the Group amounted to
approximately RMB3,544 million
(six months ended 30 June 2020:
RMB2,017 million) for the six months
ended 30 June 2021.

Provision of products by the Group
to the CNPC Group amounted to
approximately RMB2,055 million
(six months ended 30 June 2020:
RMB2,036 million) for the six months
ended 30 June 2021.

Provision of services by the Group
to the CNPC Group amounted to
approximately RMB4,888 million (six
months ended 30 June 2020: RMB7,700
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 2021.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

AEEGTHMBERENE

23 RELATED PARTY TRANSACTIONS 23 BAEFXRZ(E)
(CONTINUED)
(@) Transactions with the CNPC Group, @ HEphEE - - BEATRE
associates and joint ventures (Continued) BELE2XH(E)

(i)  The Group has entered into agreements for iy AEBEFLHE RMASEEET
the sales of natural gas with certain associates BERANEELEHERA
and joint ventures of the Group amounting to R RE E2021F6A308 LE <
approximately RMB1,567 million (six months A% A AR E1567E & T (8
ended 30 June 2020: RMB645 million) for the £2020F6A308 1E < A A
six months ended 30 June 2021. R#6458 & 7T) °
The above transactions in (i) and (i) Fi(\ BBz X5BE ETH
constituted connected transactions in AIEZ4AEBKNEERS o
accordance with Chapter 14A of the Listing
Rules.

(i) As at 30 June 2021 and 31 December 2020, (iy  H2021F6H308 K&2020412 A
amounts due from and to the CNPC Group, 318 B RENTHHER -
associates and joint ventures of the Group, $%@ZH§§%’AT&/\§ E ol
which are unsecured and interest-free except IE( i“E EXRT—HEE
borrowings, loans to an associate, loans to NACBERTEELEREES
joint ventures and lease liabilities, are included ﬁﬂ\)%ﬂﬁﬁﬁﬁ% g8 25tAT
in the following accounts captions and PIGEEE AWM T
summarised as follows:

30 June 31 December
2021 2020
202145 20204
6H30H 12H31H
RMB million RMB million
ARBEET ARKBET
Intangible and other non-current K& HibIE R B E E
assets 71 167
Accounts receivable JE U BR X 1,104 1,338
Prepaid expenses and other current J8 1~ ZX & E At 7% ) & &
assets 1,341 2,188
Accounts payable and accrued ERNERKREGFAEERE
liabilities 6,497 6,928
Borrowings fBE 16,809 18,375
Lease liabilities HEAE 53 48
ERERARAT 20215 R 8®eE 9O



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
AEEGTHMBEREHNE

23 RELATED PARTY TRANSACTIONS

56

(CONTINUED)

() Key management compensation

23 FAEFXZ(HF)

h) FEEEEZHE

Six months ended 30 June

H EZ6H30H L <EA
2021 2020
20214 20204

RMB million RMB million
ARBEET ARKBHET

Salaries and allowances Fe e 3 3

Retirement benefits — defined BRE - REHEKEE
contribution scheme - -
3 3

(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 () 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.

KUNLUN ENERGY COMPANY LIMITED Interim Report 2021

(c)

HpEHEMERER 22X S

L BEpmEE BEARRAE
CEZZZN AEEREMEEE
B2XZBEERRN ((HERE
BEEMERE: ((BEEE: (\HEE
B RWVIRTERRES -

AERGIEARE 2 AR ERET ©



REVIEW OF INTERIM FINANCIAL REPORT

_m
pwec

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
21 to 56, which comprises the consolidated interim statement
of financial position of Kunlun Energy Company Limited
(the “Company”) as at 30 June 2021 and the consolidated
interim statement of comprehensive income, the consolidated
interim statement of changes in equity and the consolidated
condensed interim statement of cash flows for the six-month
period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information 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 of the Company are
responsible for the preparation and presentation of this interim
financial report in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our responsibility is
to express a conclusion on this interim financial report based
on our review 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.
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REVIEW OF INTERIM FINANCIAL REPORT
ERTHMBRE

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 interim financial report consists of
making inquiries, 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.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report of the
Group is not prepared, in all material respects, in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 August 2021
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