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Financial and Operational Highlights

B 25 I SR i

i Revenue = shareholders of the Company
E ON = RDTIREFNELRF
| |
RMB million RMB million
ARBEHET - 187,046 193,979 ARBEET
171,944 ’ 23,016
g,(@
Hk
E(
138,547 =
m
= 508 5,682 2960
B 5,141 I
2021 2022 2023 2024 2025 2021 2022 2023 2024
'/ Earnings per share (Basic) o Dividend per share
© SBREF (2X) al smpe
| |
RMB cent RMB cent
ARBES AREES
31.58
265.80
= 28.38
"
i 25.39
5 20.78
m
E soas 65.62 68.89 61.74
50.37 I I I [
2021 2022 2023 2024 2025 2021 2022 2023 2024

Profit for the year attributable to
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Financial and Operational Highlights
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Financial and Operational Highlights

A 5 I SR

For the year ended 31 December

BE12AALFE

2025
2025 F

2024
2024

2023
20234

2022
2022

Currency unit: Renminbi million

EREN: ARKBET

Revenue and profit LN v
Revenue WA 193,979 187,046 177,354 171,944 138,547
Profit before income tax expense GRETEHERINET 11,661 12,635 12,593 11,392 10,576
Core profit before income tax BRETSHE A AL

expense © et 12,508 13,259 13,101 12,481 10,481
Profit for the year FREF 8,466 9,507 9,255 8,203 26,337
Profit for the year attributable to ARAREERESER

shareholders of the Company 5,346 5,960 5,682 5,228 23,016

- continuing operations —RBEREER 5,346 5,960 5,682 5,228 5,141

- discontinued operations —ERIERBREER - - - - 17,875
Core profit attributable to ARARREEEZL

shareholders of the Company i M@ 5,923 6,359 6,144 6,281 22,891

— continuing operations —RBELEEK 5,923 6,359 6,144 6,281 5,016

- discontinued operations —BRIEFECEEK - - - - 17,875
Earnings before interest, taxes, MEME - BE TER

depreciation and amortisation #3550 2 7 (EBITDA)

(EBITDA) 16,889 17,640 17,675 16,319 15,453
Assets and liabilities EEHAE
Non-current assets FrRBEE 85,492 86,153 86,321 87,553 87,444
Current assets MEBE 58,627 57,237 57,198 51,339 45,138
Non-current liabilities EnBEE 18,030 18,879 23,153 23,806 22,502
Current liabilities mEAE 33,812 35,676 34,583 34,384 34,219
Net assets BEFE 92,277 88,835 85,783 80,702 75,861
Capital and reserve B AR
Share capital R 71 71 71 71 71
Reserve & 33,408 32,781 31,951 31,742 30,968
Equity attributable to shareholders A2 AIBR R BB #E 25

of the Company 67,757 65,149 63,449 59,908 56,275
Non-controlling interests Il R 24,520 23,686 22,334 20,794 19,586

Notes: FiI&E

1)

@

04

Due to certain Group’s businesses are classified as discontinued operations
in 2021. The financial information of the Group has been restated.

The financial information of the Group has not been restated for the
potential disposal of discontinued operations as the directors consider that
the unrestated financial information is more appropriate for year-on-year
comparison of the change in the Group’s business operation.

Core profit before income tax expense is defined as profit before income
tax expense excluding impairment losses on property, plant and equipment,
intangible assets and exchange gains/losses.

Core profit attributable to shareholders of the Company is defined as profit
attributable to shareholders of the Company excluding impairment losses on
property, plant and equipment, intangible assets and exchange gains/losses
attributable to shareholders of the Company and its related tax effect.
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Financial and Operational Highlights

Increase/
For the year ended 31 December (Decrease)
BZ12A1ALEE #m/ (o)
Financial indicators HBER
Net profit margin FHEEW 4.36% 5.08% 0.72)
Return on total assets (ROA) @ 488 FE 0137 K (ROA) @ 5.89% 6.63% (0.74)
Return on capital employed (ROCE) @ F BBl ¥R % (ROCE) © 10.53% 11.59% (1.05)
Liabilities-to-Adjusted EBITDA ratio £ {5 4 QAR EBITDARE & @ 2.90 2.94 (0.04)
Debts-to-net assets ratio © FEEREXRO 23.21% 27.33% (4.12)
Gearing ratio © BABEXO 18.84% 21.46% (2.62)
Debts-to-assets ratio @ BEBEEXO 14.86% 16.93% (2.07)
Average finance cost © FHREKAO 2.54% 2.93% (0.39)
Earnings per share (Basic) (RMB cent) SREMER) (AREESD) 61.74 68.83
Dividend per share (RMB cent) RS (ARED) 31.58 31.58
Dividend payout ratio © B L9 46.17% 43.00%

Notes:

Net profit margin is profit for the year divided by revenue.

Return on total assets is profit for the year divided by average total assets.
Return on capital employed is the ratio of profit before income tax expense
and interest divided by total assets less current liabilities.
Liabilities-to-Adjusted EBITDA ratio is the ratio of total liabilities divided by
adjusted EBITDA.

Debts-to-net assets ratio is the ratio of the sum of interest-bearing borrowings
and lease liabilities divided by total equity.

Gearing ratio is the ratio of the sum of interest-bearing borrowings, and lease
liabilities divided by the sum of total equity, interest-bearing borrowings and
lease liability.

Debts-to-assets ratio is the ratio of the sum of interest-bearing borrowings
and lease liabilities divided by total assets.

Average finance cost is the ratio of aggregated amount of each category of
borrowing multiply by its interest rate divided by the total borrowing.

Dividend payout ratio is dividend per share divided by core basic earnings per
share.

ERERERATE

SR R 15 R AR AU
HREEDRTIRFNGEMEAFHEERR -
FEREIIREAERMEHRER RS IR T
BRAREERRBAR -

B EUEHEEBTDAG BIE 4 & Bk AL R
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Financial and Operational Highlights
R Y E S

For the year ended 31 December

BE12ANALEE

Sales volume of natural gas AARHEE

(100 million cubic metres) (B AHX)
City gas AR 447 421 387 362 336
CNG CNG 113 31 32 28 25
LNG LNG 29 84 69 54 56
Others Hoh 4 6 6 6 3
Sales volume of natural gas RAARHES

(100 million cubic metres) (B A K) 593 542 493 450 420
Sales volume of LPG LPGHHEES

(10,000 tonnes) (&m) 615 578 577 562 599

Sales volume of retail gas

AARZERE
100 million cublic mets
(RS
10.88 \
\ 16.36 .
\ 260.52 AN 245.20
[ [
Industrial Users CNG/LNG stations
TIXRF CNG/LNGHI& 4
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Financial and Operational Highlights

For the year ended 31 December 2025 2024 2023 2022

HZE12A31BALEE 2025 F 2024 2023 F 2022 £

LNG processing and terminal LNGin T Ef%E

(100 million cubic metres) (B AX)
LNG gasification volume INGRILE 151 150 156 152 153
LNG entrucking volume INGEE=E 14 9 7 6 12
LNG processing volume INGINIE 37 36 28 28 25

LNG processing and terminal LNG N T B fE
(100 million cubic metres) (B 7 K) 202 195 191 186 190

Plants and terminals in operation T &% T AUk
LNG plants LNG T 14 14 15 15 16
LNG terminals LNG & i 2 2 2 2 2

Equity sales volume of crude oil AR HEEE
(10,000 barrels) (B#) 845 829 921 1,105 1,172
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Locations of Natural Gas Business
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Locations of Natural Gas Business
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Locations of Crude Oil Exploration
and Production Business

JE it Bl R I A i 5 o A

Project due date

HEEHA

Countries Oil Field Projects
EiES EVHHEER
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Locations Of Crude Oil Exploration And Production Business

JE ol B 4 % A S 5 4 A e

20 g
Project due date
HEEMA
dil field | 23/6/2042

N\
M
B - ~

ield | 16/7/2032
il field |18/11/2047

ERMBERAT —F-AFEERE 11



Chairma
FEHRS




Chairman’s Statement
EREEHE

Respected shareholders:

In 2025, the international environment was complex and volatile,
with rising geopolitical uncertainty and profound adjustments
in the economic and trade landscape. Global energy industry
chains and supply chains faced immense challenges, and energy
security emerged as a core issue and strategic red line for all
nations in maintaining economic stability, ensuring the functioning
of people’s livelihoods, and safeguarding national sovereignty.
Despite challenges posed by shifts in the external economic and
trade environment and constraints on certain industrial production,
the Chinese economy demonstrated remarkable resilience. Gross
domestic product grew by 5%, and the green and low-carbon
transition yielded significant results. The share of clean energy
consumption increased by 1.8 percentage points to 30.4%, while
apparent natural gas consumption for the year reached 426.55
billion cubic meters, maintaining positive year-on-year growth.

EHHFARE :

2025F F BB IRIBEMLE  WHEBATEEE L K&K
BARERAE 2HEREXEHERERERER  ERZE2X
AEBIEELERE RER4EE BRERRIEOZLESE
BB AR - TEINERAC B IRIBEL - O TELXEXRAOPET -
PEEERRBGAFE BRNEEREBEERSY SO RMKE
R REE  BREREESGHLREA18ET S E30.4% -
PERRRKREEBEE 426558 X FILLRIFEEE -

ERRBERAT —EB-EEFERE 13



Chairman’s Statement

BV e

The Company actively aligns with and contributes to national strategies.
Upholding our corporate vision — “Empowering China, Enriching Lives!”
— and deeply committed to our service philosophy — “starting from
customer needs, achieving customer satisfaction, and exceeding
customer expectations” — we have systematically advanced the
coordinated development of our diversified business portfolio,
marketing systems, digital and intelligence infrastructure, and
modernized governance structure. Through these efforts, we strive for
steady growth in our core business, an optimized customer base, and
stable and orderly production and operations. We are committed to
fulfilling our declared dividend distribution plans with high standards,
thereby ensuring a steady increase in shareholder value.

BUSINESS REVIEW

Natural Gas Sales Business: Deeply cultivating the market, optimizing
structure, and driving core businesses forward under pressure.
The Company maintained a dual focus on tapping the potential of
the existing market and co-developing incremental opportunities.
Leveraging its nationwide customer base and network of stations, it has
newly developed 11 city gas projects in 8 provinces and municipalities,
including Inner Mongolia, Shandong, Guizhou and Jiangsu. This added
an annual sales capacity of 780 million cubic meters, with the customer
base increased to 17.19 million. The Company continued to promote
end-user price pass-through, achieving a 69% residential gas price
pass-through rate, an increase of 8.3 percentage points year-on-year.
The sales mix was continuously optimized, with industrial gas volumes
maintaining rapid growth, accounting for 77.7% of retail gas sales, a
year-on-year increase of 2.8 percentage points. Total natural gas sales
reached 59.26 billion cubic meters, a year-on-year increase of 9.4%,
with retail gas sales reached 33.51 billion cubic meters.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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LNG Processing and Terminal Business: By extending the
industrial chain and enhancing the value chain, it gradually growing
into the second profit growth pole. LNG sales achieved a milestone
breakthrough, with annual sales volume surpassing 10 billion cubic
meters. The total send-out volume from the two terminals in Jiangsu
and Tangshan reached a record high of 16.53 billion cubic meters. The
annual processing volume of LNG plants was 3.74 billion cubic meters,
a year-on-year increase of 5.3%, with an average operation capacity of
67.2%, reaching the highest level in history. The offshore LNG refuelling
business successively entered the Guangdong and Hong Kong
markets, achieving a normalized upgrade from offshore anchorage
bunkering to terminal bunkering for LNG marine fuel in Hong Kong
waters. The refuelling volume reached 176,600 tonnes, a year-on-year
increase of 60.7%.

LPG Sales Business: Strengthening resource security, enhancing
operational quality and efficiency, sales volume returned to the 6
million tonne mark after 5 years. The Company continuously expanded
resource channels and intensified resource procurement and sales
efforts, achieving annual LPG sales of 6.148 million tonnes, a year-
on-year increase of 6.3%. Significant efforts were made to develop
direct industrial supply customers, adding 8 new customers, and the
direct industrial supply sales volume increased by 23.4% year-on-year.
Resource allocation was optimized by maintaining a reasonable supply-
demand balance in resource-rich regions, such as Northeast and
Northwest China, and by expanding the scale of competitive bidding
and online sales to enhance resource profitability through market-
oriented means.

Exploration and Production Business: Stepping up development
efforts, fully boosting reserves and production, and continuously
delivering steady returns. The equity sales volume of crude oil was
approximately 8.45 million barrels, an increase of 0.16 million barrels or
2.0% year-on-year, with an average selling price of USD54.4 per barrel.

Chairman’s Statement
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Chairman’s Statement

BV e

FINANCIAL PERFORMANCE

For the year ended 31 December 2025 (the “Year”), the Company
recorded operating revenue of RMB193.979 billion, representing an
increase of RMB6.933 billion or 3.71% year-on-year. Profit before
income tax amounted to RMB11.661 billion, a decrease of RMB0.974
billion or 7.71% year-on-year; profit attributable to shareholders was
RMB5.346 billion, a decrease of RMB0.614 billion or 10.30% year-on-
year, with basic earnings per share of RMB61.74 cents. The Company
continued its efforts to address governance of loss-making enterprises,
and recorded asset impairments in 2025. Excluding these one-off
items, core profit attributable to shareholders amounted to RMB5.923
billion, a decrease of RMB0.436 billion or 6.86% year-on-year, with
basic core earnings per share of RMB68.40 cents. Operating cash flow
stood at RMB12.430 billion. The robust net cash inflow provides a solid
foundation for future transformation and development, as well as for
delivering better returns to shareholders.

SUSTAINABLE DEVELOPMENT

Safety as the Foundation: Integrating Development and Safety,
Strictly Adhering to Baseline and Red Lines. Focusing on the
construction of the QHSE management system and leveraging
technology to enhance safety, the Company solidly advanced the
three-year action plan to address root causes and tackle critical
safety issues, as well as the special campaign to manage urban gas
pipelines “operating with risks”. Building on the dynamic elimination
of major hazards, it further achieved the dynamic elimination of
relatively significant hazards. The Company continued to build a smart
pipeline network system, completing the digital mapping and system
warehousing of over 100,000 kilometers of natural gas pipelines.
This enables the visualization of underground pipelines, full lifecycle
traceability, and precision management. Oversight of legal entities at all
levels was strengthened through penetration management, promoting
compliance-based governance and reinforcing management activities
to control risks across the entire process and chain.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Customers as the Core: Optimizing Service Systems, Enhancing
Service Quality and Efficiency. Adhering to the customer-first service
philosophy, the Company deeply integrated online service resources
and continuously optimized its customer service management system,
leading to steadily improving customer satisfaction. The 956100-hotline
platform operated under a unified standard, achieving high efficiency.
The “Kunlun Huixiang®” online platform registered 4.91 million users,
with its functions covering over 98% of customer needs. Focusing
on four key scenarios, business hall services, on-site services, hotline
services and online services — the Company continuously refined service
standards and established mechanisms for regular communication and
satisfaction surveys to provide customers with customized solutions.

Transformation as the Key: Accelerating Strategic Layout, Moving
Industries Towards New and High-Quality Development. Closely
aligned with the national strategy for building a new energy system, the
Company vigorously developed gas power, new energy, and integrated
energy businesses. It accumulated shareholdings in 19 operational
natural gas power generation projects, with a total installed capacity of
12.945 million kilowatts, a year-on-year increase of 18.7%. A total of 12
integrated energy projects were put into operation, with a total installed
capacity of 629,000 kilowatts, up 20.9% year-on-year. A total of 107
distributed photovoltaic projects were commissioned, with a total
installed capacity of 20,800 kilowatts, representing a significant year-
on-year increase of 53.5%. The Company made orderly progress in
constructing strategically supportive projects. The Donggang undersea
tunnel for the Fujian LNG terminal project was fully completed, with the
overall project progress at 46.32%. The critical control works for Phase
Il supporting terminal of the Jiangsu LNG terminal project have passed
the halfway mark.

Chairman’s Statement
EREEHE
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Chairman’s Statement

BV e

CAPITAL MARKET ACCOLADES

The Company’s ESG performance has garnered significant recognition
from the capital market. Its MSCI ESG rating was upgraded to ‘A’,
while its WIND ESG rating was raised to ‘AA’. Leading agencies such
as Moody’s, S&P, and Fitch maintained their strong credit ratings for
the Company. It was newly included in four indices, including the “Hang
Seng China Enterprises High Dividend Yield Index”, bringing the total
number of Hang Seng family indices it is included in to 26.

2026 OUTLOOK

Currently, international geopolitical uncertainties persist, and fluctuations
continue to affect the global energy trade landscape, price trends,
and logistics corridors. China’s economy is built on a solid foundation,
boasts numerous advantages, demonstrates strong resilience, and
holds significant potential. With the 2026 economic growth target set
within the range of 4.5% to 5%, the energy consumption structure
is accelerating its upgrade. New scenarios, models, and business
formats integrating natural gas and new energy are poised to emerge
continuously. Comprehensive analysis suggests that during the “15th
Five-Year Plan” period, domestic natural gas consumption will grow at
an average annual rate of approximately 5%, indicating that the natural
gas industry remains in a significant period of strategic opportunity. The
Company will adapt to evolving circumstances, strengthen strategic
pre-positioning, and insist on recognizing, adapting to, and seeking
change. It will proactively explore market development opportunities,
closely monitor the construction of national- and provincial-level
zero-carbon industrial parks, and accelerate the development of a
green, integrated energy supply system. The goal is to consistently
enhance shareholder value and stabilize returns through high-quality
development achievements.
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Optimizing and Upgrading Operations, Solidifying the Core
Business with Sustained Effort. The Company will continuously
enhance the market competitiveness of its core business, persistently
optimize its sales mix, and strengthen cost control and lean
management to achieve both reasonable quantitative growth and
effective qualitative improvement. It will deepen the operational
efficiency in LNG plants, actively expand the offshore refuelling market,
and shift the sales focus to high-value markets. Efforts to enhance LPG
profitability will be intensified by broadening resource security channels,
vigorously developing direct industrial supply, and fully strengthening
resource profit-generating capabilities. The gas power business will be
developed at scale through differentiated development mechanisms
and contract strategies, deepening joint ventures and cooperation
with large power enterprises to form a replacement force for future
incremental resource absorption. Forward-looking in emerging
industries and future industries will proceed based on local conditions
and categorized strategies, closely following the transformation and
upgrading directions of various regions. The Company will balance
current benefits with long-term objectives, coordinate resource
conditions with market potential, and leverage the implementation of
demonstration projects to drive differentiated breakthroughs and scaled
growth in emerging businesses.

Meticulous Refinement in Management, Forging Professional
Advantages through Diligent Action. Anchored in the core
positioning of the green integrated energy supply system, the Company
will strengthen its strategic management to ensure the precise
implementation and effective execution of top-level design, thereby
enhancing the effectiveness of strategic guidance. It will reinforce
intrinsic safety by normalizing hazard investigation and rectification,
strictly enforcing compliance responsibilities, and firmly adhering
to the baseline of lawful and compliant operations. Operational
management will be enhanced by optimizing marketing strategies,
unblocking bottlenecks in business synergy and coordination, and
comprehensively improving operational efficiency. Adhering to a results-
oriented approach, the Company will improve the governance system,
strengthen internal control mechanisms, and further activate the
endogenous driving force for high-quality development.
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Chairman’s Statement
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Unlocking Potential and Enhancing Efficiency in Value Creation,
Precisely Focusing Efforts to Improve Development Quality and
Efficiency. The Company will adhere to a value-creation-oriented
approach, integrating potential tapping and efficiency enhancement
throughout the entire production and operation process, reform
and innovation, safe supply, and green transformation. This aims to
upgrade value creation from individual breakthroughs to systemic
efficiency gains. Targeting the five key strategies of innovation, green
development, market expansion, capital utilization, and low costs, it will
leverage lean management to deepen space in cost-reduction, activate
factor potential through market-oriented mechanisms, and cultivate
new growth engines through new energy. This will comprehensively
improve asset operation efficiency, profitability levels, and sustainable
development capabilities, continuously solidifying the positive
momentum of high-quality development.

Deep Integration for Innovation, Synergistic Collaboration to
Empower a Digital and Intelligent Future. The Company will deeply
implement the “Artificial Intelligence+” action, continuously build a
high-quality data system in the natural gas sales sector, and create
demonstration application scenarios focusing on key businesses
and core operations. It aims to use innovation-driven approaches to
solve development bottlenecks and foster development advantages.
Focusing on critical aspects such as pipeline integrity, confined spaces,
third-party damage, and end-user control, it will strengthen capabilities
for real-time monitoring, rapid sensing, systematic assessment,
and coordinated responses to safety risks. This will promote the
transformation of site management from manual labour to human-
machine collaboration and unattended operation, shifting decision-
making models from traditional experience-based judgment to data-
driven, model-supported decision-making.
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Riding the momentum of opportunity, we are well-positioned to seize
an expansive horizon, leading at the forefront of transformation and
reaching new heights of growth and performance. 2026 marks the
beginning of the “15th Five-Year Plan” period — a crucial year for
building on past achievements and seizing the momentum to scale new
heights. The Company will firmly grasp development opportunities and
vigorously promote improvements in management quality, industrial
upgrading, innovation empowerment, and profit enhancement. It
strives to repay shareholders, empower the industry, and serve society
by achieving higher quality, greater efficiency, and more sustainable
development, making new and greater contributions to advancing high-
quality development.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to express our sincere gratitude
to all shareholders for your continued trust and support. The Board
and all employees of the Company will continue to diligently fulfill their
responsibilities and strive to achieve even better operating results.
The Board has approved the implementation of the Company’s share
repurchase plan and the dividend distribution plan for 2026 to 2028
(the details of which are set out in a separate announcement of the
Company dated 16 January 2026 and 24 March 2026 respectively). It
will actively organize and ensure the execution of these plans, aiming to
protect shareholders’ interests from the impact of market fluctuations
and to continuously enhance shareholder value.

By the Order of the Board
Liu Guohai
Chairman and Executive Director
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In 2025, Kunlun Energy adhered to the corporate vision of “Empowering China, Enriching Lives”, continued to improve its governance
system, focused on upgrading the quality of its development, stimulated in-depth value creation, and realised consolidation and
growth of the main business, an increasing growth of emerging businesses, further new highs of operating results, and created a new
landscape for sustainable development. The Company has always adhered to the five development strategies of “Innovation, Green,
Market, Capital and Low Cost”, focused on efficiency and market orientation, implemented precise marketing and created service
value, with the high-end and high-efficiency market continuing to grow, the production and operation situation remaining stable and
positive, and the operations have reached a new level. All major business segments have achieved excellent performance.
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Management Discussion and Analysis

o B i B 3 AT

Revenue

Revenue for the Year was approximately RMB193,979 million,
representing an increase of 3.7% as compared with the amount of
RMB187,046 million for the last year. The increase was mainly due to
the increase in sales volume of natural gas driven by growth in industrial
users and distribution and trading business, leading to an increase in
the revenue of the Natural Gas Sales segment.

Other gains, net

Other net gains for the Year was approximately RMB1,147 million
(2024: RMB1,520 million). Such decrease was primarily attributable to
factors including the progress of implementation, inspection and final
settlement of government-subsidised projects such as ageing pipeline
network upgrades.

Purchases, services and others

Purchases, services and others for the Year were approximately
RMB169,189 million, representing an increase of 4.7% as compared
with amount of RMB161,662 million for the last year. The increase was
mainly due to the rise in cost of resources driven by the increase in
procurement volume for natural gas.

Employee compensation costs

Employee compensation costs for the Year was approximately
RMB5,725 million, representing a decrease of 1.8% as compared with
amount of RMB5,830 million for the last year. Employee compensation
costs slightly declined along with the decrease in number of employees.
Employee compensation accounted for 2.95% of operating revenue,
a slight year-on-year decrease. The creativity and productivity of the
employee continuously enhanced.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation for the Year was approximately
RMB5,273 million, representing an increase of 2.2% as compared with
amount of RMB5,160 million for the last year. Depreciation, depletion
and amortization maintained reasonable growth throughout the Year.
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Management Discussion and Analysis

Other selling, general and administrative expenses

Other selling, general and administrative expenses for the Year were
approximately RMB3,309 million, representing a decrease of 5.2%
as compared with amount of RMB3,491 million for the last year. The
decrease was due to the Company’s strict implementation of cost
control and assessment, continuously promoted the optimization and
adjustment of the organizational system to increase efficiency and the
transfer of gas stations to reduce operating expenses in relation to the
gas stations in its network.

Interest expenses

Interest expenses for the Year was approximately RMB650 million,
representing a decrease of 19.1% as compared with amount of
RMBB803 million for the last year. This decrease was mainly due to the
Group’s average financing cost decreased by 0.4 percentage point
to 2.5% in 2025 from 2.9% in the previous year, reflecting continued
effective control over financing costs.

Total interest expenses for the Year was approximately RMB693
million, representing a decrease of 17.0% as compared with amount of
RMB835 million for the last year. The amount of RMB43 million interest
expenses was capitalised under construction-in-progress, representing
an increase of 34.4% as compared with amount of RMB32 million for
the last year.

Share of profits less losses of associates

Share of profits less losses of associates for the Year was approximately
RMB773 million, representing an increase of 29.05%, as compared
with amount of RMB599 million for the last year. The increase was
mainly due to the improvement in operating results of the associates
during the Year.
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Management Discussion and Analysis
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Share of profits less losses of joint ventures

Share of profits less losses of joint ventures for the Year was
approximately RMB464 million, representing a decrease of 11.95%,
as compared with RMB527 million for the last year. The decrease
was mainly due to the slightly decrease in the shared operating profits
from Mazoon Petrogas (BVI) Limited, as a result of a small decline in
international crude oil price during the year.

Liquidity and capital resources

As at 31 December 2025, the carrying value of total assets of the
Group was approximately RMB144,119 million, representing an
increase of RMB729 million or 0.5% as compared with RMB143,390
million as at 31 December 2024.

The gearing ratio of the Group was 18.8% as at 31 December 2025
compared with 21.5% as at 31 December 2024, representing a
decrease of 2.7%. It is computed by dividing the sum of interest-
bearing borrowings and lease liabilities of RMB21,420 million (2024:
RMB24,279 million) by the sum of total equity, interest-bearing
borrowings and lease liabilities of RMB113,697 million (2024:
RMB113,114 million).
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Management Discussion and Analysis

As at 31 December 2025, the Group has total borrowings of
RMB20,743 million which will be repayable as follows:
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Within one year —FR 7,067 9,133
Between one to two years —EWF 3,023 2,263
Between two to five years MERF 9,774 5,771
After five years AFEE 879 6,295
20,743 23,462

The functional currency of the Company and most of its subsidiaries is
RMB. As such, the Group is exposed to exchange rate risks arisen from
borrowings denominated in other currencies raised by the Company
or its subsidiaries. The Group will incur exchange gain/loss from such
foreign currency borrowings when RMB appreciates/depreciates
against other currencies.
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Management Discussion and Analysis

o B i B 3 AT

Pledged assets

As at 31 December 2025, the RMB939 million (2024: RMB1,878
million) borrowings were mainly pledged by natural gas charging rights.
As at 31 December 2025, certain property, plant and equipment of
the Group amounting to RMB657 million (2024: RMB906 million) were
mortgaged to banks for RMB252 million (2024: RMB277 million) loan
facilities granted to the Group.

Material acquisitions and disposal

The Group did not have any material acquisitions and disposals during
the Year.

As at 31 December 2025, the Group has no specific future plan for
material investments and acquisitions of capital assets. The Group will
continue to identify investment opportunities from time to time with
a view to create synergies with the Group’s existing business and
improving the Group’s services.
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Management Discussion and Analysis

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 31 December 2025, the Group had 22,331 employees globally,
excluding the employees under entrustment contracts (2024: 24,809
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.

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.

DIVIDEND

Dividend Policy

The dividend policy of the Company allows shareholders to share the
Company’s profits and also enables the Company to retain sufficient
reserves for its future development. Provided that the Company
makes profits and the dividend has no effect on the Group’s normal
business operations, the Company intends to share its profits with
its shareholders in the form of annual dividend, which shall be in a
total distribution amount of not less than 25% of the Group’s annual
consolidated profit attributable to the shareholders of the Company, on
the condition that it shall be subject to the following “Criteria”.

Criteria:

1. When proposing the declaration of any dividends, the Board
shall consider, among other things, the business conditions and
strategies of the Company and its subsidiaries (the “Group”),
the expected working capital needs and future expansion plans,
surplus, contractual restrictions, actual and expected national
financial conditions, macroeconomic conditions and other
factors as the Board deems relevant.
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Management Discussion and Analysis

o B i B 3 AT

2. The dividend rate will vary every year according to the above
criterion and the Company will not assure the distribution of
any specific amounts of dividend at any particular period or the
distribution of dividends at any particular dividend yield.

Dividend Distribution Plan

The Company has formulated a three-year dividend distribution plan
for the financial years ended 31 December 2023, 2024 and 2025 (the
“Three-Year Dividend Distribution Plan”), the details of which are set out
as follows:

(i) The annual dividend payout ratio will gradually increase
throughout the Three-Year Dividend Distribution Plan. The
Company will strive to achieve an annual dividend amount of
45% of the Group’s annual profit attributable to the shareholders
of the Company for the financial year ending 31 December
2025; and

(ii) Interim and final dividends will be declared (in total two times a
year) for each of the financial years ending 31 December 2024
and 2025.

In addition, as disclosed in the Company’s announcement dated 24
March 2026, the Company has also formulated its three-year dividend
distribution plan for the financial years ended 31 December 2026, 2027
and 2028 (the “2026-2028 Plan”).

Under the 2026-2028 Plan, subject to compliance with the applicable
laws and regulations, the memorandum of association and bye-laws
of the Company, and the dividend policy of the Company from time to
time, and provided that the Company remains profitable and continue
to maintain sufficient working capital, it is envisaged that for each of the
financial years ending 31 December 2026, 2027 and 2028:

(i) the annual dividend payout ratio will not be less than 50% of the
profit for the year attributable to shareholders of the Company
as set out in the consolidated financial statements of the Group
for that year, and the total dividend amount for such year will
be not less than the total dividend amount actually paid to the
shareholders for the financial year ended 31 December 2025;
and

(ii) dividends will be declared twice for a financial year, i.e. an
interim dividend and a final dividend.
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Management Discussion and Analysis

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 Year (including any
sale of treasury shares).

EVENTS AFTER THE REPORTING PERIOD

Save as otherwise disclosed in this report, there was no other
significant events that may affect the Group since the end of the Year.

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 C3 to the Rules
Governing the Listing of Securities in The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) as its code of conduct regarding
dealings in the Company’s securities by Directors. Specific enquiry has
been made of all the Directors, and the Directors have confirmed that
they have complied with the Model Code throughout the Year.

By the order of the Board

He Yongli
Chief Executive Officer and Executive Director

Hong Kong, 24 March 2026
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Corporate Governance Report

The board of directors (the “Board”) of Kunlun Energy Company
Limited (the “Company”, and together with its subsidiaries, the
“Group”) is pleased to present this Corporate Governance Report in the
Company’s annual report for the year ended 31 December 2025 (the
“Year”).

The Company recognizes the importance of good corporate
governance to the Company’s healthy growth and has devoted
considerable efforts to identifying and formulating corporate governance
practices appropriate to the needs of its business.

The Company’s corporate governance practices are based on the
principles (the “Principles”), code provisions (the “Code Provisions”)
and certain recommended best practices (the “Recommended Best
Practices”) as set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix C1 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing Rules”).

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 standards.
The Board of Directors is of the view that the Company has complied
with all the code provisions in Part 2 of the CG Code during the Year.

The Company periodically reviews its corporate governance practices
to ensure that these continue to meet the requirements of the CG Code
and acknowledges the important role of its Board in providing effective
leadership and direction to the Company’s business, and in ensuring
transparency and accountability of the Company’s operations.
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The key corporate governance principles and practices of the Company
are summarized as follows:

THE BOARD
Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes the responsibility for leadership and control
of the Company. The Board is collectively responsible for promoting
the success of the Company by directing and supervising its affairs.
All directors of the Company (the “Directors”) should make decisions
objectively in the interests of the Company.

The Board takes responsibility for all major matters of the Company,
including the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
establishment of ESG system, material transactions (in particular
those which may involve conflict of interests), financial information,
appointment of Directors and other significant financial and operational
matters.

All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, to
ensure that Board procedures and all applicable rules and regulations
are followed. Each Director is normally able to seek independent
professional advice in appropriate circumstances at the Company’s
expense, upon requesting the Board.

The day-to-day management, administration and operation of the
Company are delegated to the Chief Executive Officer and the senior
management. The delegated functions and work tasks are periodically
reviewed. Approval must be obtained from the Board before the
abovementioned officers enter into any significant transactions.
The Board fully supports the Chief Executive Officer and the senior
management in discharging their responsibilities.

When the Board delegates aspects of its management and
administration function to management, it has given clear directions
as to the powers of management, in particular, with respect to the
circumstances where management shall report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.

The Company has adopted written terms setting out the division of
functions reserved to the Board and those delegated to management.
The Company has also arranged an appropriate liability insurance cover
in respect of legal action against its Directors.

Composition

The Board has the necessary balance of skills and experience
appropriate to the requirements of the business of the Company. There
is a strong element of independence in the Board, which can effectively
exercise independent judgment.
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The Board members during the Year and up to the date of this report
are as follows:

Executive Directors:
Mr. Liu Guohai (Chairman, Chairman of the Nomination Committee)

(Appointed on 1 April 2025)

Mr. He Yongli (Chief Executive Officer, Chairman of the Sustainability
Committee) (Appointed on 30 January 2026)

Mr. Fu Bin (Chairman, Chairman of the Nomination Committee)
(Resigned on 1 April 2025)

Mr. Qian Zhijia (Chief Executive Officer, Chairman of the Sustainability
Committee) (Resigned on 30 January 2026)

Mr. Gao Xiangzhong (Chief Financial Officer, Member of the
Sustainability Committee) (Resigned on 25 March 2025)

Non-executive Directors:

Ms. Lyu Jing (Appointed as Member of the Nomination Committee on
29 May 2025)

Mr. Qi Zhenzhong (Appointed as Non-executive Director on
25 March 2025, appointed as Member of the Sustainability
Committee on 30 January 2026)

Independent Non-executive Directors:
Mr. Sun Patrick (Chairman of the Audit Committee and Member of the

Remuneration Committee and the Nomination Committee, appointed
as Lead Independent Non-executive Director on 24 March 2026)

Mr. Tsang Yok Sing Jasper (Member of the Audit Committee, the
Nomination Committee and the Sustainability Committee; appointed
as Chairman of the Remuneration Committee on 29 May 2025)

Mr. Kwok Chi Shing (Member of the Audit Committee, the
Remuneration Committee, the Nomination Committee, and the
Sustainability Committee) (Appointed on 29 May 2025)

Dr. Liu Xiao Feng (Chairman of the Remuneration Committee; Member
of the Audit Committee, the Nomination Committee and the
Sustainability Committee) (Retired on 29 May 2025)

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules
from time to time. None of the members of the Board is related to one
another.

Lead Independent Non-executive Director

In line with the recommended best practice C.1.8 of the Corporate
Governance Code, the Company has appointed Mr. Sun Patrick,
an Independent Non-executive Director, as the Lead Independent
Non-executive Director with effect from 24 March 2026.The Lead
Independent Non-executive Director serves as an additional
communication channel between the Independent Non-executive
Directors and the Chairman and management, and provides leadership
among the Independent Non-executive Directors. He is also available
to shareholders where they have concerns which contact through
the normal channels of the Chairman or management has failed to
resolve or for which such contact is inappropriate. The Board considers
that such appointment further enhances the independence and
effectiveness of the Board and strengthens the checks and balances
within the Company’s governance structure.
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During the Year, the Board at all times met the requirements of the
Listing Rules relating to:

° the appointment of at least three independent non-executive
directors with at least one independent non-executive director
possessing appropriate professional qualifications, or accounting
or related financial management expertise;

° the appointment of independent non-executive directors
representing at least one-third of the Board;

° the presence of at least one director of a different gender on the
Board.

The Company has received written annual confirmation from each
Independent Non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
Independent Non-executive Directors to be independent in accordance
with the independence guidelines set out in the Listing Rules.

The Independent Non-executive Directors bring a wide range of
business and financial expertise, experiences and independent
judgement to the Board. Through active participation in Board
meetings, taking the lead in managing issues involving potential conflict
of interests, serving on Board committees, scrutinizing the Company’s
performance and monitoring performance reporting, all Independent
Non-executive Directors make various contributions to the effective
direction of the Company.

The Board has reviewed the implementation of the mechanisms to
ensure that independent views and inputs were available to the Board
during the Year, and considered that they were effective in ensuring
independent views and inputs were available to the Board.

Board Skills Matrix

In compliance with the enhanced Corporate Governance Code
effective from 1 July 2025, the Board has adopted a Board Skills
Matrix to ensure that the composition of the Board aligns with the
Company’s long-term strategy and business development needs. The
Board considers that its members collectively possess a balanced
mix of expertise and experience in areas critical to the Company’s
operations, including energy industry management, finance and capital
markets, legal and regulatory compliance, public policy and corporate
governance, and sustainable development.

The Nomination Committee reviews the Board Skills Matrix periodically
to ensure that the Board maintains an appropriate balance of skills
and experience and identifies any potential skills gap for future Board
succession planning.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Core Competencies of the Board

Core Competency

Corporate Governance Report
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EETHIRLED

Relevance to the Company

BB

Energy Industry and Strategic
Management

B 5 LR B

Financial, Accounting and Capital
Markets Expertise

SR @ REATTISE ¥ A

Legal, Compliance and Corporate
Governance

AR ARRERER

Public Policy and Institutional
Governance

NHBR B RER I

ESG and Sustainable Development

ESG KA ERRE

Alignment of Directors’ Backgrounds with Core

Competencies

The Board currently comprises Executive Directors, Non-executive
Directors and Independent Non-executive Directors with diverse
professional backgrounds including energy management, finance
and capital operations, law, public administration and corporate

governance.

For example:

° Directors with extensive energy industry and corporate e
management experience contribute to the formulation and
implementation of the Group’s strategic plans and major

investment decisions.

EEARQ TR

Experience in the natural gas industry value chain, LNG receiving terminals, pipeline
and gas distribution operations, and energy security strategies, enabling the Board
to guide the Company’s long-term strategic development in the energy sector.
ERAREFBERE  INGEW - B8RRI EEBULERL2EHES
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Expertise in financial management, capital allocation, investment evaluation,
and corporate finance, which supports effective oversight of financial reporting,
investment decisions and risk management.
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Knowledge of Hong Kong listing rules, international regulatory frameworks,
and corporate governance practices, ensuring the Company’s operations and
disclosures comply with applicable laws and regulatory requirements.
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Experience in public administration, regulatory policy and institutional governance,
which provides insight into national energy policies and regulatory developments
relevant to the Group’s operations.
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Expertise in sustainable development, climate risk management and green
energy transition, supporting the Company’s strategy in low-carbon energy and
responsible corporate governance.

EEAFEER [REREERZCHERELFTENEXENE  HAQF
EEMRERIBEEREEG T HARRE -

EEEREROENINRE

EZCHBNTES FNTEEREBY
3E$ﬂﬁ%$iﬂiﬁ2 ?ﬂi??ﬁﬁ//oﬁftﬂ’]@%“

CBEREREE SRMENEE X
/”igfiﬁﬁi XER-

s

FELERREXERCETELERN
BEEANEERBAEREARER
KOG THEREL TR -

ERERARIEY —T-AFFERS

37



Corporate Governance Report
AR S IR o

° Directors with financial and capital market expertise provide
professional oversight on financial reporting, investment evaluation
and capital allocation.

o Directors with legal and regulatory backgrounds support the
Board in monitoring compliance with listing rules, regulatory
requirements and corporate governance practices.

° Directors with experience in public administration and policy
formulation offer strategic insights on national energy policies and
regulatory developments.

Collectively, these competencies enable the Board to effectively
perform its responsibilities in strategic planning, risk management,
corporate governance and sustainable development.

Ongoing Review of Board Skills

The Nomination Committee conducts periodic reviews of the Board
Skills Matrix, taking into account:

° the Company’s strategic priorities and industry developments;

o the evolving regulatory and corporate governance requirements;
and

° the need to maintain diversity in professional background, skills
and perspectives.

The Board considers that the current composition provides an
appropriate balance of skills and experience necessary for the effective
governance and long-term development of the Company.

In identifying and nominating new Director candidates, the Nomination
Committee will make reference to the Board Skills Matrix to assess the
alignment between the Board’s existing mix of skills and the Company’s
strategic development needs, and to identify any potential skills gaps
S0 as to support Board refreshment and succession planning.

Board Diversity

As at 31 December 2025 and the date of this report, the Board consists
of six male Directors and one female Director. The Board considered
that the Board is sufficiently diverse in terms of gender, balance of skills
and experience.

Under Rule 13.92 of the Listing Rules, the nomination committee (or the
Board) shall have a policy concerning diversity of Board members and
shall disclose the policy or a summary of the policy in the Corporate
Governance Report. The Board has adopted a board diversity policy
(the “Board Diversity Policy”) and a nomination policy to align the Board
diversity.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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As of 31 December 2025, the Board diversity of the Company in terms &£ 2025F 12 831 H ARG EE &K B
of age, years of service and title are shown as follows: EFR - EAESFHRBEIEMNZ T
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Nomination Policy

Selection criteria and principles

The Nomination Committee will consider the following factors upon the
assessment of candidates:

° Review the structure, size, composition and diversity of the Board
at least once a year, and also make recommendations to the
Board on any proposed changes to align with the Company’s
strategies.

° Fully consider the Board Diversity Policy, individual performance,
individual capability, professionalism, knowledge, experience and
time that can be devoted to the Company, personal credibility,
the Listing Rules of the Stock Exchange and applicable laws and
regulations etc.

° Identify candidate(s) with appropriate qualifications to be
member(s) of the Board, and select or make recommendations
to the Board on the selection of individual(s) nominated as
director(s).

° Make recommendations to the Board on the relevant matters
regarding the director(s) and succession plans for the director(s) (in
particular, the Chairman and the Chief Executive Officer).

Board Diversity Policy

Selection of candidates will be based on a range of diversity criteria,
including but not limited to, skills, knowledge, experience, gender, age,
ethnicity, educational background, etc. Board appointments will be
made on meritocracy, contributions to the Board and candidates will be
considered against objective criteria, with due regard to the benefits of
diversity on the Board.

Gender Diversity at the Workforce Level

The Company is committed to creating a diverse and inclusive
workplace where all employees are treated with dignity and respect.
We believe that a diverse workforce brings different perspectives and
enhances our overall performance.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Measurable Objectives

While the Company has not set a rigid quantitative target for gender
diversity across the entire workforce, we have adopted the following
measurable objectives to ensure continuous improvement:

Recruitment & Promotion: The Company is committed to a strict merit-
based approach. We ensure that our recruitment and promotion
processes are free from bias, with a target to shortlist candidates of
different genders for suitable vacancies whenever possible.

Retention: We strive to maintain a high retention rate for female
employees by reviewing our remuneration packages and working
conditions regularly to ensure they remain competitive and family-
friendly.

Monitoring: The Board will review the gender ratio of the workforce
annually to monitor progress and identify any significant imbalances
that may require specific action.

Progress

As at 31 December 2025, the gender ratio of the workforce (including
senior management) was approximately 68.9% male and 31.1%
female. The Board reviews these statistics annually and considers the
progress satisfactory in promoting gender equality.

Appointment and Re-election of Directors

In accordance with Bye-law 83(2) of the Company’s Bye-laws, the
Directors may appoint any person to be a Director as an additional
Director or to fill a casual vacancy. Any Director so appointed shall hold
office only until the first annual general meeting of the Company after
his appointment and shall then be eligible for re-election at the meeting.
As such, Mr. He Yongli (“Mr. He”), who was appointed as an Executive
Director by the Board on 30 January 2026, will hold office until and will
retire at the forthcoming annual general meeting of the Company(the
“Annual General Meeting”). Mr. He is eligible and will offer himself for re-
election at the Annual General Meeting.

In accordance with Bye-law 84 of the Company’s Bye-laws and
pursuant to code provision B.2.2 of Part 2 of the Corporate Governance
Code as set out in Appendix C1 to the Listing Rules, Mr. Tsang Yok
Sing Jasper (“Mr. Tsang”) will retire by rotation at the Annual General
Meeting. Mr. Tsang, being eligible, will offer himself for re-election at the
Annual General Meeting.
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Terms of appointment of the non-executive Directors

The Company has entered into a formal letter of appointment as a non-
executive Director with each of Ms. Lyu and Mr. Qi for a term of three
years commencing from 8 May 2024 and 25 March 2025 respectively,
subject to retirement and re-election in accordance with the Bye-laws
and the Listing Rules. Each of Ms. Lyu and Mr. Qi does not receive
any director’s fee from the Company. Mr. Qi is entitled to receive
corresponding remuneration from PetroChina in relation to his post in
accordance with the requirements of the national laws and regulations
of the PRC and the policies of PetroChina from time to time.

Training for Directors

Each newly appointed Director receives a comprehensive, formal
and tailored induction on the first occasion of his/her appointment, to
ensure that he/she has an appropriate understanding of the business
and operations of the Company and that he/she is fully aware of his/
her responsibilities and obligations under the Listing Rules and relevant
regulatory requirements.

There are also arrangements in place for providing continuing briefing
and professional development to Directors whenever necessary.

During the Year, each of the Directors has attended various in-house
briefings and internal or external seminars/training and has read internal
or external newsletters, updates and other reading materials covering
topics such as the business of the Company, corporate governance,
industry knowledge, regulatory updates, finance and management. In
compliance with the new CG Code provisions, the training hours for
each Director are disclosed below:

The Board confirms that all Directors have participated in appropriate
continuous professional development during the Year to develop and
refresh their knowledge and skills, so as to ensure that their contribution
to the Board remains informed and relevant.
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Directors’ Continuous Professional Development

o SR e

EENFERXRER

Corporate
Regulatory & Governance/ ESG/ Strategy/
Director Listing Rules Audit Sustainability Technology Total Hours
EER TEER ESG,~ 1.9

BE= EmRAl B AN Bl B
Mr. Liu Guohai 4 - v (4 7
2IRB L E
Mr. Qian Zhijia 4 - 4 4 6
BARSEE
Mr. Qi Zhenzhong 4 v 4 4 39
PR A8 5 A
Ms. Lyu Jing - - v 4 4
AEN LT
Mr. Sun Patrick v - 4 4 6
FEERE
Mr. Tsang Yok Sing Jasper 4 - 4 v 6
GERRKE &
Mr. Kwok Chi Shing 4 v 4 v 38
FEK L&
Notes: BsE

Mr. Liu Guohai obtained the legal advice pursuant to Rule 3.09D of the Listing Rules
on 30 March 2025 and confirmed that he understood his obligations as a director of
a listed issuer.

Mr. Qi Zhenzhong obtained the legal advice pursuant to Rule 3.09D of the Listing
Rules on 11 March 2025 and confirmed that he understood his obligations as a
director of a listed issuer.

Mr. Kwok Chi Shing obtained the legal advice pursuant to Rule 3.09D of the Listing
Rules on 16 May 2025 and confirmed that he understood his obligations as a
director of a listed issuer.

During the Year, the Directors participated in various continuous
professional development programmes, including seminars and
workshops on the Listing Rules, corporate governance, ESG
developments and industry trends. The Board considers that the
training undertaken by the Directors is relevant to the Company’s
business and regulatory environment.

BB & f £ 2025 % 3 A 30 B iRIE AR AI5E 3.09D
BB EEER  UHREPBAREASLEMEITA
EECEMFE-

Bk B e AR 2025 3 A 11 BIR#E _F 8 81155 3.09D
BEMBARER  YHEIAEBABIEASLETEHTA
= v gan)

PR AET 2025F 5 A 16 BARYE - 18 855 3.09D
BB EEER  UHERAHCEMIEA LTHITA
BE2EME-

AEE BEFE2NEEHBEEXERRRE
BREMLMAA - BXER ESGERK
TEBENOMAN RIS - BEERA
EERXNEIEARBNEEREERE
HEE -
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Board Performance Evaluation

Pursuant to Code Provision B.1.4, the Company has established
a formal mechanism to evaluate the performance of the Board, its
committees, and individual directors at least every two years.

During the Year, the Company appointed one of the Big Four
international advisory firms to assist in carrying out a board performance
review (“Board Performance Review” or “Review”) on its behalf. The
purpose of appointing an external service reviewer (“External Service
Reviewer” or “ESR”) is to provide impartiality and specialist expertise
and hence greater credibility for the evaluation.

The scope of the Review or our adoption of the board effectiveness
framework focuses on two dimensions: (i) how the Board of Directors
(“Board”) discharges three key roles and (i) the Board’s ability to
perform these three roles effectively is dependent upon various
enablers.

The three key roles of the Board are:

(i) Gaining insight and foresight;

(ii) Clarifying priorities and defining expectations; and

(iii) Holding to account.

The eight enablers are:

(i) Board composition;

(ii) Board engagement;

(i) Governance structure;

(iv) Board agenda and forward plan;

(V) Board reporting;

(Vi) Board dynamics;

(viij  Chair’s leadership; and

(viii)  Performance evaluation.
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The scope of the Review was made reference to not only the suggested ~ #F 4% &1 B ME L E HN RIS P X B 22 1
scope from the External Service Reviewer but also the suggested #i[E @ IR ZXEBE BB AL FHER QA
assessment criteria for board performance review from the Corporate  JBfHI(EE @ N EE M EE RIS P Y
Governance Guide for Boards and Directors issued by The Stock ZEE@XIRTIZMESFAMTHEED - A2 A
Exchange of Hong Kong Limited, the Company’s internal management AESEIEBRIEALE - AN E AR A
expectation and the requirements from the State-owned Assets HREAELEEBEEZESNMABAENK -

Supervision and Administration Commission of the State Council of the

People’s Republic of China.

The approach of the Review consisted of four stages: FZzH A o A (EREEL
Stage Name of the Stage  Key Activities
R MERES FEED
1 Planning ° Confirmation between the ESR and the Company about the objectives, timeline
2 and expectation on the BPR;
HNEBRRFG ST AZ B ER A N R E R SRR B IR - RR LIEEEITHER
° The ESR’s understanding of the Company’s corporate structure, strategy,
culture and corporate governance requirements; and
HNERRR TS AT 2 M S AR R B D S 2048 - 8IS - UL R EERERN T
&
° The ESR’s review of relevant documentations to understand the board
practices.
HNERARFS ST B BB XX A TR E S B (F B -
2 Preparation of Board e Preparation of Board Performance Review Questionnaire (“Questionnaire”);
Performance Review BREESeRETIZES (RB])
Questionnaire
BREESSREATZ o Distribution of the Questionnaire to all Board members and senior management
Bk who provided ratings on the questions and additional comments; and
FMMEESENERSRERABRERS FATHZEMBETHS
TIRHBEZER &
° The ESR'’s collection, consolidation and analysis of the responses from the
Board members and senior management.
SNERIRFS T I MBI RB U HOMEFERELSREBEABNEE -
3 Interview and ° Interviews with the Board members and senior management of the Company to
Performance of understand their explanation on the ratings of the questions and any additional
Analysis comments on the performance of the Board and suggested improvement
Sk B AT AR areas.
HEARGEETENERAREBEABETHER U TRESHZIEREN
DS AR HESERANTAHAEREERNNSHE -
4 Reporting ° The ESR'’s preparation and presentation of the Board Performance Review
b ¥ Report containing the results of review, findings and related recommendations

to the Board.
NSRS R ERETNEESER(ESSRATZRE) €485
IR BB EBEREEER -
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Regarding this Board Performance Review, the Company is not aware
of any material connection between the External Service Reviewer and
the Company or any of its directors.

In accordance with the Board Performance Review Report, no material
findings were identified and only minor improvement areas were raised.

The Board will consider the recommendations provided by the External
Service Reviewer and continuously improve the board performance.

Overall, the directors who participated in the Board Performance
Review reckoned the performance of the Board was satisfactory.

BOARD MEETINGS

Number of Meetings and Directors’ Attendance

Code Provision C.5.1 stipulates that regular Board meetings should be
held at least four times a year at approximately quarterly intervals for
reviewing and approving the financial and operating performance and
considering and approving the overall strategies and policies of the
Company.

During the Year, 8 Board meetings, 4 Audit Committee meetings, 3
Remuneration Committee meetings, 5 Nomination Committee meetings
and 2 Sustainability Committee meetings were held.

The attendance record of each Director at the meetings of the Board,
the Audit Committee, the Remuneration Committee, the Nomination
Committee and the Sustainability Committee during the Year is set out
below:

Audit
Directors Committee

EE ENEES

Executive Directors: HiTEE
Mr. Liu Guohai (Chairman) 2|85 % 4 (£/E)
(Appointed 1 Apr 2025)  (R2025%F

4151 HEZ(E) 6/6 -

Mr. Qian Zhijia (CEO) BARLE

(Resigned 30 Jan (7T 4E%) (2026

2026) F1H30HEHT) 7/8 -
Mr. Fu Bin XS & (2025 F

(Resigned 1 Apr 2025) 4.4 1HEHE) 2/2 -
Mr. Gao Xiangzhong mRREE

(Resigned 25 Mar (12025 %

2025) 3 H25 HFHT) 0/1 -

ARANREZTERAN L AR ARE
SMNERAR TS A B E AR B REETAESTZ
BRI E AR -

RE(EESRRARRE)  KREREFE
REE - BIREE TEMOBGEERE -

B NERIMNIRF PR BIR L 2 -
THEREEFTENRR -

mEms  2REFSRATCNESTER
EXemRBTAME -

=
=R

RBRESHHFER

STREXCHIRE EFEEHEHAET
FARZEPHR  ROBF—R AEHRAL
BUER TS MR E A8 - U NMEELHERR
Al BRI MR -

CHBETNAREEFEEE  WARAEZ
@E% N /A:FEEH;/\E Elu:}‘*/: ﬁ//\TRE
EERKMAARBERRZE®EE

m mg) )}ﬂ

N
%8
#2E

BH ‘n]]n -

\

$¢f BREENESFE BERZEE.
¥FMZES REZESNURKEZR
Q@E%Zﬁfuﬂﬁﬁtﬁ\JﬁDT-

Remuneration Nomination Sustainability
Committee Committee Committee
AHERRE

FMZEEE REZEE ZE8g

- 3/3 -

- - 2/2

- 2/2 -

- - 0/1
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Audit Remuneration Nomination Sustainability
Directors Committee Committee Committee Committee
ARERRE
B EREEE ¥FMZEEE REZEE ZE8
Non-executive Directors: ~ FEHTEE :
Ms. Lyu Jing BEXTL 6/8 - - 11 -
Mr. Qi Zhenzhong R B A
(Appointed 25 March (R2025%#3 525 H N/A
2025) BEZF) 7/8 - - - TEA
Indlependent BUHHTEE
Non-executive
Directors:
Mr. Sun Patrick FEELE 7/8 4/4 3/3 5/5 -
Mr. Tsang Yok Sing BHMKEE
Jasper 8/8 3/4 3/3 5/5 2/2
Mr. Kwok Chi Shing PEMEAE (R2025F
(Appointed 29 May 5H29 HEZF)
2025) 5/5 2/2 il 11 11
Dr. Liu Xiao Feng AmEE+ (K025 F
(Retired 29 May 2025) 5/29HR(T) 3/3 2/2 2/2 3/3 11
Notes: BIEE -
(1) Mr. He Yongli was appointed as Executive Director on 30 January 2026 and (1) BKFISEAER 202641 A 30 A ER L /HTT

therefore did not attend any meetings during the Year. BF WRARFELARBEEAEE -

R B e 2026 F1 A30 H EZE R AI#
BRRZEGNE MREAFELRLEE
MAFEEELZE Y -

(2)  Mr. Qi Zhenzhong was appointed as a member of the Sustainability  (2)
Committee on 30 January 2026 and therefore did not attend any Sustainability
Committee’s meetings during the Year.

AEE BREFEERN EFETERRT

During the Year, in addition to the Board meetings, the Chairman

also met with the Independent Non-executive Directors without the
presence of Executive Directors and Non-executive Directors.

Practices and Conduct of Meetings

Notices of regular Board meetings are given to all Directors at least 14
days before each meeting, and reasonable notice is generally given for
other Board meetings. For committee meetings, notices are served in
accordance with the required notice period stated in the relevant terms
of reference.

Agenda and Board papers together with all appropriate, complete
and reliable information are normally sent to all Directors or committee
members at least 3 days before each Board meeting or committee
meeting to keep the Directors abreast of the latest developments and
financial position of the Company and to enable them to make informed
decisions.

EZNFTTESTESNBENR T EBT3F
HITEFEME -

DR RT

EFXeEHedANELREEHN14H
AEBREFHL MEGEEFSERE RS
HHAEAN ZESSHRNREAWRE
HEFTR] 2 PR B AN BT LA A -

ZREMNEFTENMHERMEEE  <HMA
SEN-—REINEEZTCEZXEZEET
BRITH-REREBEZTHZEENE
NLEBEMBEANRA] 2RO ER LI BAOR -
WEEHEZEARER 2B TELIRE
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The Board and each Director also have separate and independent
access to the senior management whenever necessary. The Chairman,
Chief Executive Officer, Chief Financial Officer and Company Secretary
attend Board and committee meetings, when necessary, to advise on
business developments, financial and accounting matters, statutory
compliance, corporate governance and other major aspects of the
Company.

Minutes of all Board meetings and committee meetings are kept by the
Company Secretary. Minutes are prepared after each meeting and the
final version is signed by the Chairman or the chairman of the relevant
committees (as the case may be) and confirmed by the Board in the
following Board Meeting or by the relevant committee in the following
committee meeting (as the case may be). The confirmed minutes are
kept for future reference and Directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interest for a substantial shareholder or a Director,
will be considered and dealt with by the Board at a duly convened
Board meeting. The Company’s Bye-laws also contain provisions
requiring Directors to abstain from voting and not to be counted in the
quorum at meetings for approving transactions in which such Directors
or any of their associates have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision C.2.1 stipulates that the roles of the Chairman and Chief
Executive Officer should be separated and should not be performed
by the same individual. The division of responsibilities between the
Chairman and Chief Executive Officer should be clearly established and
set out in writing.

The Company fully supports the division of responsibility between the
Chairman and the Chief Executive Officer to ensure a balance of power
and authority.

During the Year, the positions of the Chairman and Chief Executive
Officer of the Company were held by different individuals. Mr. Fu Bin
(resigned on 1 April 2025) and his successor Mr. Liu Guohai (appointed
on 1 April 2025) served as the Chairman. Mr. Qian Zhijia acted as Chief
Executive Officer throughout the Year (resigned on 30 January 2026).

There is no relationship between the Chairman and Chief Executive
Officer. There are written terms of the general division of responsibilities
between the Chairman and the Chief Executive Officer.
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The Chairman provides leadership and is responsible for the
effective functioning of the Board in accordance with good corporate
governance practices. With the support of the senior management,
the Chairman is also responsible for ensuring that the Directors receive
adequate, complete and reliable information in a timely manner and
appropriate briefing on issues arising at Board meetings.

The Chief Executive Officer focuses on implementing objectives,
policies and strategies approved by and delegated by the Board. He is
in charge of the Company’s day-to-day management and operations.
The Chief Executive Officer is also responsible for developing strategic
plans and formulating the organisational structure, control systems and
internal procedures and processes for the Board’s approval.

BOARD COMMITTEE

The Board has established four committees, namely, the Audit
Committee, the Remuneration Committee, the Nomination Committee
and the Sustainability Committee for overseeing particular aspects
of the Company’s affairs. All Board committees of the Company
are established with defined written terms of reference. The terms
of reference of the Audit Committee, the Remuneration Committee
and the Nomination Committee are posted on the Stock Exchange’s
website and the Company’s website and are available to shareholders
upon request.

All Independent Non-executive Directors of the Company are members
of each of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company. The Board committees are
provided with sufficient resources to discharge their duties and, upon
reasonable request, are able to seek independent professional advice
in appropriate circumstances, at the Company’s expense.

AUDIT COMMITTEE

During the Year, the Audit Committee comprised three Independent
Non-executive Directors. Throughout the Year, the Audit Committee
included one Independent Non-executive Director who possessed the
appropriate professional qualifications or accounting or related financial
management expertise.

Mr. Sun Patrick was the chairman of the Audit Committee throughout
the Year. Dr. Liu Xiao Feng served as a member until his retirement on
29 May 2025, upon which Mr. Kwok Chi Shing was appointed as a
member.

None of the members of the Audit Committee was a former partner of
the Company’s existing independent auditor.
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The main duties of the Audit Committee include the following:

° to review the financial statements and reports and consider any
significant or unusual items raised by an independent auditor
before submission to the Board;

° to review the relationship with the independent auditor by
reference to the work performed by the independent auditor, their
fees and terms of engagement, and make recommendations to
the Board on the appointment, re-appointment and removal of
the independent auditor; and

o to review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

During the Year, the Audit Committee conducted 4 meetings in which
it deliberated on various important matters. These included listening
to the audit plan presented by the independent auditor, reviewing
the financial results and reports, assessing the effectiveness of
financial reporting and compliance procedures, examining the report
on the Company’s internal control and risk management review and
processes, and considering the appointment of the independent
auditor.

The Company’s annual results for the Year have been reviewed by the
Audit Committee. There are no material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. There is no different view taken by the
Audit Committee from the Board regarding the selection, appointment,
resignation or dismissal of the independent auditor.

REMUNERATION COMMITTEE

During the Year, the Remuneration Committee comprised three
Independent Non-executive Directors. Dr. Liu Xiao Feng was the
chairman of the Remuneration Committee until his retirement on 29
May 2025. Subsequently, Mr. Tsang Yok Sing Jasper was appointed
as the chairman of the Remuneration Committee.

The primary objectives of the Remuneration Committee include
reviewing the management’s remuneration proposals with reference to
the Board’s corporate goals and objectives, making recommendations
to the Board for approval of the remuneration policy and structure and
making recommendations or determining the remuneration packages
of the Directors and senior management.
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The Remuneration Committee normally meets annually to review
the remuneration policy and structure and to determine the annual
remuneration packages of the Executive Directors and the senior
management and other related matters.

The Remuneration Committee held 3 meetings during the Year
to review the remuneration policy and structure of the Company,
and performance evaluation of the managerial team members. The
remuneration paid by the Company to the senior management by band
for the Year is set out as below:

Senior Management emolument

o SR e

FMZEe—REFRAE X Nias HM
BERERENEEHTEFRSREEAR
ZFEEFMHFEREMARER -

REE - FHEZESERE =R UK
RAZHFHBRERBAREZEREKER
B AFERARRAXNTSRERAR
ZEHEMimBERIIMT

Year 2025
2025 F &

Below RMB1,000,000

A 1,000,000 7T AT 4

The majority of the Company’s management received their
remuneration from PetroChina Company Limited or China National
Petroleum Corporation, totaling around RMB6.46 million in 2025.

NOMINATION COMMITTEE

During the Year, the Nomination Committee comprised 5 members
including the Chairman, 1 Non-executive Director and 3 Independent
Non-executive Directors. Mr. Fu Bin was the Chairman of the
Nomination Committee until his resignation on 1 April 2025, and was
succeeded by Mr. Liu Guohai. Following the retirement of Dr. Liu
Xiao Feng on 29 May 2025, Ms. Lyu Jing and Mr. Kwok Chi Shing
were appointed as members of the Nomination Committee. In order
to comply with the relevant amendments to the Listing Rules which
came into effect on 1 July 2025 requiring the Nomination Committee to
comprise at least one director of a different gender, the Company has
complied with such requirement since 29 May 2025.

The main duties of the Nomination Committee include the following:

° to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy;

o to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board on
the selection of individuals nominated for directorships;

° to assess the independence of Independent Non-executive
Directors;

° to make recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors, in particular the Chairman and the Chief Executive
Officer;
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° to regularly review the time required from a Director to perform
his/her responsibilities; and

° to do such other things to enable the Nomination Committee to
discharge its powers and functions conferred to it by the Board.

The Nomination Committee held 5 meetings during the Year to review
Board composition, proposal for Directors’ re-election upon retirement,

the appointments of senior management of the Company as well as the
objectives set for implementing the Board Diversity Policy.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the following corporate
governance functions as required under the CG Code:

° to develop and review the Company’s policies and practices on
corporate governance;

° to review and monitor the training and continuous professional
development of Directors and senior management;

° to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

° to develop, review and monitor the code of conduct and
compliance manual applicable to employees and Directors; and

° to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

During the Year, the Board considered the following corporate
governance matters:

° adoption of corporate governance functions under the CG Code;

° review the usage of annual caps on continuing connected
transactions of the Group;

° review the compliance with the CG Code; and

° review of the effectiveness of the internal controls and risk
management systems of the Company.

COMPANY SECRETARY

Mr. Xie Mao is the company secretary of the Company. During the
financial year, Mr. Xie had complied with the relevant professional
training requirements under Rule 3.29 of the Listing Rules.

52 KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025

s TEHEMNEZRRTHERBEMTZER:
)54

e HBITHMEENUSREZZESRETE
FEETH BN RBEE -

AEE REZEGEHRITHIRGZE  UF
MESSENX BEZEERTESE ZEX
NEAERERENRRERESTEXRES T
fEBRMBEN B IR

e FIEMBMNARBEEERABERLE
M

. R REREENEMEERE ZFT
RFEEEEER

. R RERANRABETERNE
EREZBREER

e HE BIALEREREENRESFZ
BRI RARTFM K

e RAARAREREARATUHNZAMEBNRN
ERERERREP ZIKE -

AREE BEFFERUTEEEREE:

o  RELEBEATARMEEE QR

o

VI

e EHAEEBEWMERSIFELRHM
/A

o EHEXEARTAZAMRBN K

o  EMARBABBES MEREERR
ZHMNE

DEHWE

WEEERARRAZ RAME - RAMKF
EA - @WEEe @ EmRRIE3.2916& 218
BEEEIIRE °



Corporate Governance Report

MODEL CODE FOR SECURITIES TRANSACTIONS

Code Provision C.1.3 stipulates that directors must comply with their
obligations under the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix C3
to the Listing Rules and, in addition, the Board should establish written
guidelines no less exacting than the Model Code for relevant employees
in respect of their dealings in the securities of the issuer.

The Company has adopted the Model Code as set out in Appendix
C8 to the Listing Rules. Specific enquiry has been made to all the
Directors, and the Directors have confirmed that they have complied
with the Model Code throughout the Year.

The Company has also established written guidelines — Code for
Securities Transactions by Relevant Employees regarding dealings
in the Company’s securities by employees who are likely to be in
possession of unpublished inside information of the Company.

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS AND AUDITOR’S REMUNERATION

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under
the Listing Rules and other regulatory requirements. The Directors
acknowledge their responsibility for preparing the financial statements
of the Company for the Year.

The statement of the independent auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report”.

During the Year, the fees charged by KPMG for the audit of the
Company and its subsidiaries amounted to approximately RMB14
million (2024: RMB11 million). In addition, approximately RMB1 million
(2024: RMB1 million) was charged by KPMG for non-audit services.
The non-audit services mainly consist of taxation services, advisory and
other professional services.
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SHAREHOLDER RIGHTS AND INVESTOR RELATIONS

General Meeting

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. The
Chairman of the Board as well as the chairmen of the Audit Committee,
the Remuneration Committee, the Nomination Committee and the
Sustainability Committee or, in their absence, other members of
the respective committees, are available to answer questions at the
shareholders’ meetings.

Under the Listing Rules, any vote of shareholders at a general meeting
will be taken by poll except where the Chairman, in good faith,
decides to allow a resolution that relates purely to a procedural or
administrative matter to be voted on by a show of hands. Details of the
poll procedures are included in all notices and circulars to shareholders
and will be explained during the proceedings of meetings. Poll results
will be posted on the website of the Stock Exchange and the Company
subsequent to the close of the shareholders meeting.

Separate resolutions are proposed at general meetings on each
substantial issue, including the election of individual Directors.

During the Year, the Company held its Annual General Meeting on 29
May 2025.

Attendance/Number of Meetings

Directors

Executive Directors: HITESE -
Mr. Liu Guohai (Chairman) (Appointed 1 Apr 2025) 2| &
Mr. Qian Zhijia (CEO) (Resigned 30 Jan 2026) BORR I (TTH 4

IREREFRIREERME
IRERXE

ARBZBRRERBERLREFTGRHKS
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ZEg REZBENTREZRZES]
R (ERERER) SZBE2EMBERE
RERRAE ERIZRR -

$ETFJ:$%EB'J B 3 DA E R RIVE HOR TE

BIFAEREBAREFRITREERERRHIA
ﬁi?ﬁ‘t%d&?l\ CRREBRRAG EELZ
B RRVIBARRTT A HETT - RIREFFF
BEEHIIAARRBS MBH R EH
EITHRARE - RRERBNBRASRE
B8 52 T N 7R X B A8k T &K

RIERARE L BRSEAEE (BFEER
EREE)REBILOREER ©

AREE KR AICDN2025545 8298 B B
BMEBEFAD :

HEEERE

Annual
General

Meeting
BRERBFRE

S () (R2025E4 1 HIEZ(T) 1/1
Axt) (R2026 4 1 H30 HEFIE) 1/1

Mr. Fu Bin (Resigned 1 Apr 2025) RS A (R 2025F 4 A 1 HEEHE) N/A T3 A
Mr. Gao Xiangzhong (Resigned 25 Mar 2025) SRR L (R20254F 3 H25 HEHT) N/A T i A
Non-executive Directors: FEBITESE -

Ms. Lyu Jing BERT 0/1
Mr. Qi Zhenzhong (Appointed 25 Mar 2025) BIR&E & (R2025F3 A 25 HEZ(T) 1/1
Independent Non-executive Directors: B TESE -

Mr. Sun Patrick FEELE 1/1
Mr. Tsang Yok Sing Jasper SRR ST A 1/1
Mr. Kwok Chi Shing (Appointed 29 May 2025) SLERK S (R2025 F 5 F 29 HEZ(F) N/A T3 A
Dr. Liu Xiao Feng (Retired 29 May 2025) %IJ B 18 1 (R 2025 F 5 429 HEE) 1/1
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Rights of Shareholders to Convene Special General Meeting

A special general meeting shall be convened on the written requisition
of shareholders holding at the date of the deposit of the registration
not less than one-tenth of the paid-up capital of the Company that, as
at the date of the deposit carries the voting right at general meetings
of the Company deposited at the registered office of the Company
in Bermuda (Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda) and the principal place of business of the Company in Hong
Kong (39/F, 118 Connaught Road West, Hong Kong) for the attention
of the Board.

The written requisition shall specify the objects of the special general
meeting and be signed by the requisitionist(s). If the Board does not,
within 21 days from the date of deposit of the written requisition, duly
proceed to convene the special general meeting the requisitionist(s) or
any of them representing more than one-half of the total voting rights
of all of them, may convene the special general meeting in the same
manner, as nearly as possible, as that in which special general meeting
may be convened by the Board, provided that any special general
meeting so convened shall not be held after the expiration of 3 months
from the date of deposit of the written requisition, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to them by the Company.

Shareholders’ Communication

Corporate communications such as interim reports, annual reports and
circulars are sent to the shareholders in a timely manner and are also
available on the website of the Company.

The Company’s website provides the shareholders with corporate
information, such as principal business activities and the latest
development of the Group, as well as the share price and dividend
history of the Company. Also, it provides information on corporate
governance and corporate social responsibilities of the Group as well
as the compositions and functions of the Board and the committees.

In accordance with Rule 2.07 of the Listing Rules, effective from 31
December 2023, the Company has adopted a new arrangement for the
dissemination of corporate communication. Under this arrangement,
shareholders can request printed copies of corporate communications,
in addition to the electronic distribution.

Shareholders are provided with contact details of the Company, such
as telephone hotline, fax number, email address and postal address,
in order to enable them to make any query that they may have with
respect to the Company. They can also send their enquiries to the
Board through these means.
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The Company reviews its shareholders’ communication policy on
an annual basis to ensure its effectiveness. After the review of the
implementation and effectiveness of the shareholders’ communication
policy, the Company is of the view that the policy is effective in
providing channels for shareholders to communicate their views on
various matters affecting the Company and for the Company to solicit
and understand the views of the shareholders.

Constitutional Documents

Changes in the Company’s constitutional documents may only be
effected by way of special resolution. During the Year, there were no
changes in any of the Company’s constitutional documents.

Investor Relations

The Company continues to enhance communications and relationships
with its investors. Designated senior management maintains regular
dialogue with institutional investors and analysts to keep them abreast
of the Company’s developments. Enquiries from investors are dealt
with in an informative and timely manner.

To promote effective communication, the Company also maintains a
website at http://www.kunlun.com.hk, where extensive information and
updates on the Company’s business developments and operations,
financial information, corporate governance practices and other
information are posted.

RISK MANAGEMENT AND INTERNAL CONTROLS

It is the responsibility of the Board to ensure that the Company
maintains sound and effective internal controls to safeguard the
shareholders’ investment and the Company’s assets. The internal
control system of the Company comprises a well-established
organizational structure and comprehensive policies and standards. The
Company also has an internal audit department, which is responsible
for monitoring the internal governance of the Group and overseeing the
risk management and internal control system of the Group.

The Board, through the Audit Committee, assesses annually the
effectiveness of the Group’s internal control system which covers
all material controls, including financial, operational and compliance
controls as well as risk management of the Company. The Board
acknowledges that such risk management and internal control systems
are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss. Having
reviewed the assessment report issued by an external advisory firm, the
Board considers that the risk management and internal control systems
of the Group are effective and adequate.
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The Group has been attaching great importance to internal control and
risk management. The Company continued to facilitate the building
of its internal control system, and gradually built and improved a
comprehensive risk management system, and effectively promoted
its operation in compliance with the laws and regulations. It actively
pushed forward the integration of risk management and business and
gave full play to the guiding role of risks in its management.

MAJOR RISK MANAGEMENT AND CONTROL IN 2025

The Company remains firmly committed to the core objective
of “balancing development and security”, closely monitors the
complex and ever-changing external environment, and prioritizes
the prevention and mitigation of major risks in its operations and
management. In response to the 10 major risks identified for 2025,
we have strengthened our risk defenses through systematic measures
and driven business upgrades through innovative practices. While
safeguarding the bottom line of risk management, the Company has
achieved a new leap forward in high-quality development and taken
solid strides toward modernizing our corporate governance system and
capabilities. Our major risk management and control efforts for 2025
are as follows:

1. Mitigation of risks associated with natural gas market competition.
To ensure an adequate and stable supply of market resources
and enhance risk resilience, the Company has accelerated the
adjustment of its marketing strategies. Specific measures include:
First, through precise marketing, we have accelerated the shift
of our LNG sales focus toward high-value end-user markets,
with annual sales volume reaching a historic milestone of over
10 billion cubic meters. Second, by enhancing operational and
maintenance management of LNG plants, the annual processing
volume reached 3.74 billion cubic meters, representing a year-
on-year increase of 5.3%, with an average operation capacity of
67.20%, exceeding the industry average.
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2. Mitigation of risks associated with natural gas price. The
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Company actively encouraged local governments to
implement the price linkage mechanism that links upstream
and downstream prices to ensure profit targets are met. The
Company strengthened communication with local price regulatory
authorities to pass on costs through timely adjustments to
sales prices. Specific measures include: First, in accordance
with the relevant requirements of national natural gas price
regulation policies, the Company based its pricing on resource
costs. Building upon its annual contract pricing strategy, the
Company conducted dynamic analyses of alternative energy
sources, competitor strategies, and changes in market price
tolerance to formulate differentiated pricing strategies by time
period, region and industry. Second, building on the results of
earlier pilot programs, the Company has established a price
differential plan management mechanism. Monthly sales and
price differential plans were issued simultaneously, which further
enhanced management efficiency. Third, the Company organized
multiple experience-sharing sessions on price adjustment
implementation among exemplary units, fostering mutual learning
and inspiration to improve the efficiency of price adjustments.
Fourth, the Company actively sought the understanding and
support of local governments to make every effort to promote
the adjustment of residential gas prices. Throughout the Year,
the Company completed price adjustments for 124 projects,
raising the successful price adjustment rate to 69%, an increase
of 8.3 percentage points year-on-year, and realized efficiency
increase of RMB405 million. Key units in Shandong, Shanxi and
Beijing achieved full coverage of price adjustments in critica
regions, yielding significant results. Residential price adjustments
in Hebei, Xinjiang and Hunan were particularly notable, generating
cumulative efficiency increase of RMB219 million. Through
precise adjustment and control, terminal purchase and marketing
price differentials for the entire year remained stable at RMB0.34/
cubic meter, with cash flow remaining robust.
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Mitigation of risks associated with market demand. The Company
continued to optimize its purchase and marketing strategies,
refined sales planning management, and drive improvements in
supply chain operations. The Company deepened initiatives to
increase volume and efficiency, and enhanced its capabilities
in market analysis and demand forecast. Specific measures
include: First, the Company focused on the refined management
of terminal projects, leveraged the data functions of the “One
Form for One Project” system, conducted monthly operational
diagnostics and early warnings for each project company, and
effectively provided guidance, standard, support and services.
Second, the Company implemented dynamic marketing
strategies of volume first in off seasons and efficiency first in peak
seasons, taking into account seasonal resource fluctuations
and price volatility, to ensure improvements in both volume and
profitability. Third, the Company targeted market development
efforts strategically, focused on refining the business structures
of its project companies, intensifying development efforts,
innovating cooperation models, and driving improvements in
end-user market development efficiency and project quality to
mitigate risks. Fourth, the Company intensified market expansion
efforts, promoted the “One Enterprise for One City” initiative
through partnerships, and expanded market share. The Company
fully tapped into the growth potential of existing customers and
optimized resource organization and allocation. The Company
explored supply chain management in order to enhance value in
the sales process.
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4, Mitigation of risks associated with national industrial policy
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orientation. The Company closely monitored national policy
developments in a timely and accurate manner, anticipated the
impact of policy shifts on its business operations, provided a solid
basis for decision-making, and ensured that its business strategy
remained aligned with national policies. Specific measures
include: First, by optimizing business strategies and strengthening
cost control, the Company effectively addressed the challenges
posed by reduced policy benefits and rising costs, maintained
financial stability, ensured that profit levels fluctuate within a
reasonable range, and avoided significant losses. Second, the
end-user business departments urged their subordinate units to
closely monitor regulations issued by local government functional
departments regarding transmission fee management and gas
distribution supervision. By accurately calculating costs based
on their specific circumstances and providing timely and truthful
feedback to government regulatory authorities, the Company
strived to secure reasonable gas distribution service prices
and seek greater profit margins. Third, the Company collected
and compiled relevant regional policies, maintained timely
communication with the National Development and Reform
Commission (NDRC), and effectively managed natural gas price
adjustments.
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Mitigation of risks associated with safety incident. The Company
has followed the principle of “shifting focus forward, controlling
risks at the source, prioritizing prevention and adopting
comprehensive management” to firmly uphold the bottom line
of safety and environmental protection. Specific measures
include: First, the Company strictly enforced comprehensive
daily inspections of gas pipelines and comprehensive leak
detection, promptly and accurately monitored any signs of third-
party construction activities near the pipelines, issued safety
notifications and conducted pipeline protection awareness
campaigns immediately, and fully leveraged the government-
enterprise joint prevention and control mechanism. Second,
the Company dynamically collected information on potential
third-party construction activities near pipelines, shifting from a
reactive notification approach to proactive information gathering.
Focused patrols on known construction projects and pipeline
sections at risk of unauthorized or reckless third-party work,
conducted real-time monitoring and close tracking. Immediately
notified, intervened and reported to government departments
when an issue arose. Third, by integrating regular inspections
and internal/external testing reports, the Company identified risks
and potential hazards in the pipeline structure itself, promptly
addressed these hazards and prevented major risks. In 2025,
the Company completed maintenance of 256 kilometers of
urban gas pipelines “operating with faults”, 1,023 kilometers
of defective stand pipes and upgraded 2,324 valve chambers.
Fourth, the Company “managed the stock and strictly controlled
the increment” in densely populated high consequence areas,
maintained zero encroachment and safe distances, prevented the
elevation of regional risk level, established a demonstration zone
for the management of high-risk and high-volume areas, and
implemented preventive measures in advance for key areas.
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Mitigation of risks associated with antitrust. The Company has
advanced the regular investigation and management of antitrust
risks, further improved its antitrust compliance system. It has
established a continuous inspection and supervision mechanism,
as well as a two-tier antitrust compliance commitment
mechanism, to effectively address antitrust compliance risks.
Specific measures include: First, the Company strengthened
antitrust compliance awareness. The Company promoted
awareness of antitrust laws through quarterly analysis sessions,
legal training sessions and “Rule of Law Lectures”. Second, the
Company completed research on antitrust issues in the urban
gas sector and disseminated the findings, while organizing and
conducting research on antitrust issues in the wholesale and
retail natural gas business. Third, by sharing typical case studies,
the Company thoroughly learned from lessons drawn from
both internal and external penalty cases, urged all units to fulfill
their obligations under antitrust laws and regulations as well as
compliance with relevant rules and policies, and guided relevant
enterprises in effectively responding to and handling antitrust
investigations, as well as managing litigation and protecting their
rights in antitrust cases. Fourth, the Company strengthened
training and dissemination of antitrust laws, regulations, rules,
guidelines, and case studies; and completed interviews and
supervision regarding the inspection, governance and rectification
of antitrust risks at key units.

Mitigation of risks associated with joint ventures and partnerships.
The Company continuously monitored risks associated with joint
ventures and partnerships, maintained controlling stake as a
fundamental principle, actively promoted strategic cooperation,
reasonably arranged relevant work plans and continuously refined
institutional revisions to standardize process controls. Specific
measures include: First, the Company comprehensively revised
the Equity Management Measures, Equity Investment Measures,
and related detailed rules to strengthen source control and
process management, and continuously supervised and guided
its subsidiaries to strictly implement risk control in accordance
with the “Kunlun Energy Management Measures for the Selection
of Cooperative Shareholders (& & 85 R & 1E A% 52 1% & 12 it
7£))”. Second, the Company strictly oversaw key aspects of joint
venture and cooperative projects, including risk due diligence,
feasibility studies, and the drafting of articles of association
and agreements, to effectively implement risk prevention and
compliance control requirements. In 2025, the Company added
10 new legal entities, with an expected increase in sales capacity
of 1.9 billion cubic meters.
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Mitigation of risks associated with construction process.
The Company continued to establish and improve working
mechanisms for key construction projects, focusing pragmatically
on progress, strengthening oversight and promoting compliance.
Specific measures include: First, the Company persistently
strengthened the education and guidance of management and
staff. The Company urged employees to learn, understand
and adhere to regulations; voluntarily participate in compliance
training; and master the behavioral norms, compliance risks,
and prevention and control measures relevant to their duties,
thereby continuously enhanced their compliance awareness
and risk prevention and response skills. Throughout the year,
three training sessions were conducted, with a total of 197
participants. Second, the Company’s headquarter, secondary
units and project companies have established a three-tiered
collaborative mechanism, forming multiple leadership groups
to advance key projects. By adopting a bottom-line mindset
and refining operational mechanisms, responsibilities have been
systematically delegated to specific personnel at each level. Four
key performance indicators for construction projects have been
established and incorporated into performance evaluations.
Third, the Company revised and improved six systems related
to construction management to strengthen the standardized
project management system. The Company clarified the division
of responsibilities among the engineering materials department,
the supervision center and the construction units, ensuring
clear management boundaries and the full implementation of
responsibilities.
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9. Mitigation of risks associated with integrity. The Company

10.
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attached great importance to fraud and integrity risk control. By
strengthening party building, the Company adhered to a strict
approach to combating corruption and punishing wrongdoing,
fully implemented major decisions and deployments regarding
strict governance of the party and the promotion of integrity,
improved the supervision system, and carried out proper special
governance to support the healthy development of the natural gas
industry. Specific measures include: First, the Company resolutely
investigated and punished leading officials in the natural gas
sector who abandoned their original aspirations and missions,
abused their positions for personal gain, infringed upon national
interests or endangered energy security. Second, the Company
urged all business departments and units to continuously refine
their integrity risk databases and fully leverage their targeted
role in daily oversight processes. Third, the Company further
intensified the investigation and handling of internal cases,
continuously strengthened the disciplinary mechanisms for
corrupt practices, and steadily increased the severity of penalties.
Fourth, the Company deepened integrity education, refined tiered
and categorized training plans, launched a series of integrity-
building activities, and strengthened onboarding education for
new employees.

Mitigation of risks associated with customer credit. Against the
backdrop of a tightening economic environment, some of the
Company’s end clients have experienced cash flow problems,
resulting in over-consumption of gas and inability to make timely
payments. The pressure of verifying the qualifications of new
customers has increased, and payment collection from certain
entities has slowed down. Specific measures include: First, from
January to December, 58 new clients were added and 25 clients
were terminated. All admission reviews and related procedures
were completed in accordance with relevant systems. Second,
sales contracts signed with clients explicitly stipulated payment
before delivery, and delivery before payment are prohibited.
Strict adherence to business processes during the sales phase
ensures that no new accounts receivable are generated. Third,
the Company implemented a “rating + differentiated service”
mechanism for clients, introducing 11 key points for onboarding
reviews and 12 high-frequency service measures. Fourth, the
Company encouraged all units to strengthen accounts receivable
management and promoted the use of prepayment contract
mechanisms. The Company also explored financial support
solutions to alleviate clients’ cash flow pressures.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025

10.

FRERREYH T E AR EERE
BEEERREE  BBENRENE
®OBFBUEBNEFARBES 2@
RENBAEMERRBIERNEKR
REMBE  TEEEBFR MUHER
BE N RARITERREER - A
BOEERENAT  —BBREERA
RBFBERFERET LML [FER
PR REBERMNzZ BFHERLE
ME - —EERZEHDM  SEM
SETERZARRE ROBEAE
EEBRETPHNERER - —RE£—F
MARNBEHERNE  HER(CEH
BRITREAES] - A E R &R N
B-M2RERRHE #LCLDED
BHEHE ARREXCRINED
it TABHE -

EEEARKRELSHME- - LERES
ZEST  RAIOKmBEFESR
FMER FTEBEARIBEEIRE
SHRR HEZEFEEEZE IR
o RIS B RET =R AE - HEER
BN —R1AER1I2AFHER
F58%  BEEF25K - & 2f iR BR 1R
AHEER EREAEZETIE-
CTREEFFIHEAR T HRELK
BEKR ZBIEHBEEEBRIERK-
HERMBEEBETERRE  HED
WHFILREWER - Z2HRITEP IR
+E BRG] T HH11TEEASE
ZEET12ES RS FEE - U2
R BMMAERRERER  HETE
NHRERES FReMIBFTHER
BHREFESEN -



The board of directors (the “Board”) of Kunlun Energy Company
Limited (the “Company”) is pleased to present this report together with
the audited consolidated financial statements of the Company and its
subsidiaries (together, the “Group”) for the year ended 31 December
2025 (the “Year”).

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its subsidiaries, associates and joint ventures are urban gas
distribution, LNG processing and transportation, LPG sales, integrated
energy and new energy. Additionally, we are currently involved in crude
oil exploration and production activities in the Republic of Kazakhstan,
the Sultanate of Oman and the Kingdom of Thailand. Particulars of
its principal subsidiaries are set out in Note 36 in the Notes to the
Consolidated Financial Statements.

Business Review

The Group’s business review, environmental policies and performance
for the Year are discussed in the “Chairman’s Statement” on pages 12
to 21, which form part of this Directors’ Report.

Compliance with Laws and Regulations

The Group recognizes the importance of compliance with regulatory
requirements and the risk of non-compliance with such requirements
could lead to the termination of operating licenses. The Group has been
allocating system and staff resources to ensure ongoing compliance
with rules and regulations and to maintain cordial working relationships
with relevant regulators. During the Year, the Group has complied, to
the best of our knowledge, with the Companies Ordinance, the Listing
Rules, the SFO and other relevant rules and regulations.

Directors’ Report

B

EmgeRERAR([ARRNEES ([ES
DIRAIR2EZE2025F12 A31 B ILEE
[(REFEE]) 2AREERARRLREHBA
5 (FBAIAER ) 2B EVIEHRE

%

—~

EEXK

ARABAREERAG ENBAR - B
RAIREGECETZERARMM ALK -
INGINT KB - LPGHHE  SRAEREH
BETR o LEAN - B API B AT IR IR 1 e A iE 2R AN
PIEHMABEERETEREHFERAER
e EFXFBHBARMFBHNG AV ER
T EE 2 BiFES6 ©

E 301

AREEARFENEBEE REBEMKRR
BERNAFRNETFHRE] (RE12E21
H) UIBRABEFEREN 87 -

BFEBER

AEBEFANETEERENERE  BREE
BT RBRE - ATREBBE S BB RS
AEBEFERLEZRRANER - ARERE
BETERTEAREERBRITRIFTE
R BAKEMRAM AFEA  NEBE—
BEST ARG - EHARR - EH MRS K
5 K2 EL A AR RRIE A ©

ERERARIEY —T-AFFERS

65



Directors’ Report

EHE R E

Key relationships with stakeholders

The Group recognises the importance of good corporate governance
to its healthy growth and strives to maintain effective communication
with its stakeholders, including its shareholders, investors, employees,
customers and suppliers. This has facilitated the Group’s sustainable
development in various aspects, including its business operation,
environmental protection and work environment.

Corporate communications are provided to the shareholders of the
Company in a timely manner. The Directors participated in the general
meetings held during the Year to enable effective communication
with the shareholders. The Company also continues to enhance
communications and relationships with its investors. Designated senior
management maintains regular dialogue with institutional investors and
analysts to keep them abreast of the development of the Company.

The Group adheres to the principle of fairness in the recruitment and
treatment of its employees and has established sound occupational
health and safety policies to create a desirable work environment for its
employees. The remuneration package and benefits of the employees
are determined in accordance with market terms, industry practice
as well as duties, performance, qualifications and experience of the
employees.

The Group adopts a market-oriented approach, closely monitors the
demand for its products and coordinates its production, transmission
and marketing activities with an aim to provide greater value to its
customers. The Group has established long-term relationships with its
major customers, including PetroChina Company Limited (“PetroChina”)
and other independent third party customers which are primarily
industrial users of the Group’s gas products. The ageing analysis and
further details of the Group’s accounts receivable are set out in Note 23
in the Notes to the Consolidated Financial Statements.

The Group did not rely on any major customer during the Year and
will continue to adopt multiple measures to develop users and expand
marketing channels. At the same time, the Group adopts a scientific
approach to managing its supply chain and controlling the costs of raw
materials. The Group has also received strong support from its largest
supplier, PetroChina, in maintaining stable supply for its midstream
and downstream natural gas business. The Group maintained a good
relationship and had no significant disputes with its major customers
and suppliers during the Year.
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Further review of the business of the Group during the Year, including
particulars of important events affecting the Group that have occurred
since the end of the Year and an indication of likely future development
in the business of the Group are provided in the sections “Chairman’s
Statement” and “Management Discussion and Analysis” on pages 12
to 21 and 22 to 31 of this report. A description of the principal risks
and uncertainties facing the Group is provided on pages 32 to 64
of the “Corporate Governance Report”, while details of financial and
capital risk management of the Group can be found in Note 3 to the
consolidated financial statements. All such discussions form part of this
report.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the Consolidated
Statement of Comprehensive Income on pages 97 and 98. The Board
recommends the payment of a final dividend (“2025 Final Dividend”)
of RMB14.98 cents per share (2024: RMB15.17 cents per share) or
HK16.84 cents per share calculated at the exchange rate of RMB1.00:
HKD1.1243, being the average of the mean exchange rate for the
conversion of RMB against HKD as announced by the Hong Kong
Association of Banks for the five business days immediately preceding
24 March 2026 (2024: HK16.09 cents per share calculated at the
exchange rate of RMB1.00: HKD1.0609) to shareholders whose names
appear on the Company’s register of members (the “Shareholders
Register”) on 4 June 2026 (Thursday).

Together with the interim dividend paid of RMB16.60 cents per share
(2024: RMB16.41 cents per share, equivalent to HK17.91 cents per
share), dividend proposed for the full year amounted to RMB31.58
cents per share or HK34.75 cents per share (2024: RMB31.58 cents
per share). The payment of the 2025 Final Dividend is subject to the
approval of the shareholders at the annual general meeting of the
Company to be held at Salon Rooms VI-VII, 5/F., Harbour Grand Hong
Kong, 23 Qil Street, North Point, Hong Kong on 28 May 2026 at 10:00
a.m. (the “2026 AGM”). The payment is expected to be made on 21
July 2026 (Tuesday).

The proposed 2025 Final Dividend amounted to a total of approximately
RMB1,297 million and the 2024 Final Dividend of RMB1,314 million
was paid on 18 July 2025. The payout ratio for 2025 (final dividend
per share divided by core basic earnings per share) was approximately
46.17% (2024: 43%).
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The proposed 2025 Final Dividend will be payable in cash to each
shareholder in Hong Kong dollars (“HKD”) unless an election is made to
receive the same in Renminbi (“RMB”). Shareholders will be given the
option to elect to receive all (but not part, save in the case of HKSCC
Nominees Limited, which may elect to receive part of its entitlement in
RMB) of the 2025 Final Dividend in RMB. If shareholders elect to receive
all (but not part) of the 2025 Final Dividend in RMB, shareholders should
complete a dividend currency election form, which is expected to be
despatched to shareholders in mid-June 2026 as soon as practicable
after the record date of 4 June 2026 (Thursday) to determine
shareholders’ entitlement to the proposed 2025 Final Dividend. If an
election is made by a shareholder to receive the 2025 Final Dividend
in RMB in respect of all (but not part) of that shareholder’s entitlement,
the RMB dividend will be paid by cheques which are expected to be
posted to the relevant shareholders by ordinary post on 21 July 2026
(Tuesday) at the shareholders’ own risk.

ANNUAL GENERAL MEETING

The 2026 AGM will be held on 28 May 2026 (Thursday). The Notice of
the 2026 AGM, which constitutes part of the circular to shareholders,
will be sent to the shareholders together with the 2025 Annual Report.
The Notice of the 2026 AGM and the proxy form will also be available
on the websites of the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

CLOSURE OF SHAREHOLDERS REGISTER

For the purposes of determining shareholders’ eligibility to attend and
vote at the 2026 AGM, and entitlement to the 2025 Final Dividend, the
Shareholders Register will be closed. Details of such closures are set
out below:

(i) For determining eligibility to attend and vote at the 2026 AGM:

o Latest time to lodge transfer documents for registration:
4:30 p.m. on 21 May 2026 (Thursday)

° Closure of Shareholders Register: from 22 May 2026 (Friday)
to 28 May 2026 (Thursday) (both dates inclusive)

o Record date: 28 May 2026 (Thursday)
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(i) For determining entitlement to the 2025 Final Dividend:

° Latest time to lodge transfer documents for registration:
4:30 p.m. on 2 June 2026 (Tuesday)

° Closure of Shareholders Register: from 3 June 2026
(Wednesday) to 4 June 2026 (Thursday) (both dates
inclusive)

o Record date: 4 June 2026 (Thursday)

During the above closure periods, no transfer of shares will be
registered. To be eligible to attend and vote at the 2026 AGM, and
to qualify for the 2025 Final Dividend, all properly completed transfer
forms accompanied by the relevant share certificates must be lodged
for registration with the Company’s Branch Registrar in Hong Kong,
Tricor Investor Services Limited, at 17/F, Far East Finance Centre, 16
Harcourt Road, Hong Kong no later than the aforementioned latest
time.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities (including any sale of
treasury shares) during the Year.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 4.

RESERVES

Details of movements in the reserves of the Group and the Company
during the Year are set out in the consolidated statement of changes in
equity on page 101 and 102 and Note 27 to the consolidated financial
statements respectively.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
Year are set out in Note 26 to the consolidated financial statements.
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DIRECTORS

The Directors during the Year and up to the date of this report are:

Executive Directors:

Mr. Liu Guohai (Chairman) (Appointed as Executive Director and
Chairman on 1 April 2025)

Mr. He Yongli (Chief Executive Officer) (Appointed as Executive
Director and Chief Executive Officer on 30 January 2026)

Mr. Qian Zhijia (Resigned as Executive Director and Chief
Executive Officer on 30 January 2026)

Mr. Fu Bin (Resigned as Executive Director and Chairman on
1 April 2025)

Mr. Gao Xiangzhong (Resigned as Executive Director on

25 March 2025)

Non-executive Directors:

Ms. Lyu Jing

Mr. Qi Zhenzhong (Appointed as Non-executive Director on

25 March 2025)

Independent Non-executive Directors:

Mr. Sun Patrick
Mr. Tsang Yok Sing Jasper

Mr. Kwok Chi Shing (Appointed as Independent Non-executive
Director on 29 May 2025)

Dr. Liu Xiao Feng (Retired as Independent Non-executive Director
on 29 May 2025)

As disclosed in the announcement of the Company dated 30 January
2026, Mr. Qian Zhijia resigned as Executive Director and Chief
Executive Officer with effect from 30 January 2026 due to change of
work arrangements.
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As disclosed in the circular of the Company dated 30 April 2025, Dr.
Liu Xiao Feng retired as Independent Non-executive Director at the
annual general meeting of the Company on 29 May 2025 due to other
engagements.

As disclosed in the announcement of the Company dated 1 April 2025,
Mr. Fu Bin resigned as Executive Director and the Chairman with effect
from 1 April 2025 due to reaching the age of retirement.

As disclosed in the announcement of the Company dated 25 March
2025, Mr. Gao Xiangzhong resigned as Executive Director and Chief
Financial Officer with effect from 25 March 2025 due to reasons related
to his age.

None of the Directors has a service contract with the Company that is
not determinable by the Company within one year without payment of
compensation other than statutory compensation.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision (as defined in the Hong Kong
Companies Ordinance) for the benefit of the Directors is currently
in force and was in force throughout the Year. The Company has
arranged appropriate liability insurance coverage for the Directors and
officers of the Group.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the Year are set out in Note 15 to the consolidated
financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the Company’s reserves available for
distribution to shareholders amounted to approximately RMB 7,896
million.
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BRIEF BIOGRAPHICAL DETAILS IN RESPECT OF
DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. Liu Guohai (Chairman)

Aged 56, Mr. Liu was appointed as an executive Director and chairman
of the Board of the Company on 1 April 2025. Mr. Liu is also an
executive director of PetroChina Natural Gas Marketing Company.
Mr. Liu is a senior engineer and obtained his bachelor’s degree in
engineering in July 1994 from Fushun Petroleum Institute (now renamed
Liaoning Petrochemical University).

Mr. Liu has over 30 years working experience in the oil and natural
gas industry. He has consecutively worked in Daging General
Petrochemical Works and PetroChina Daqging Petrochemical Company
since July 1994. He has served as the deputy general manager and
safety director of PetroChina Daging Petrochemical Company since
April 2018, the general manager of PetroChina Dalian Petrochemical
Company since October 2020, the chairman of the board of directors
of PetroChina Sichuan Petrochemical Co., Ltd. since March 2022, the
general manager of PetroChina Refining Chemicals & New Materials
Branch since September 2022, and an executive director of PetroChina
Natural Gas Marketing Company since March 2025.
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Mr. He Yongli (Chief Executive Officer)

Aged 45, Mr. He was appointed as an executive Director and chief
executive officer of the Company on 30 January 2026.

Mr. He is also the safety director of the Company, concurrently serving
as the general manager and safety director of PetroChina Natural Gas
Marketing Company.

Mr. He is a senior engineer and obtained his doctorate in engineering
from China University of Geosciences (Beijing) in July 2010.

Mr. He has over 20 years of working experience within the oil and
natural gas industry. Since July 2002, he has successively held
positions at Liaohe Qilfield Branch of PetroChina Company Limited
and CNPC Greatwall Drilling Engineering Company Limited. He joined
the Company in January 2012. Since January 2018, he has served as
the general manager of PetroChina Jiangsu LNG Co., Ltd. Since May
2020, he has served as the general manager of the Quality, Health,
Safety and Environmental Protection Department of the Company.
Since February 2021, he has served as the vice president of PetroChina
Natural Gas Marketing Company (Western Branch). From September
2021, he has concurrently served as the executive vice president of
Tarim Qilfield Dina Branch (on secondment). From December 2022,
he has served as the vice president of the Company. From April 2023,
he has concurrently served as the safety director of the Company.
From January 2026, he has served as the general manager and safety
director of the PetroChina Natural Gas Marketing Company.
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Non-executive Directors
Ms. Lyu Jing

Aged 47, Ms. Lyu was appointed as a Non-executive Director of the
Company on 8 May 2024.

Ms. Lyu also currently serves as the deputy director-general of the
legal & corporate reform department of China National Petroleum
Corporation (“CNPC”) and director of the board of CNPC E&P Ltd. and
the director of the board of CNPC Xinjiang Marketing Ltd.

Ms. Lyu is a senior economist and received her bachelor of laws
degree from the Moscow State University of Economics, Statistics, and
Informatics and her Ph.D. in laws from the Kutafin Moscow State Law
University.

Ms. Lyu holds a Ph.D. in Law with extensive legal expertise and over
20 years of experience in the oil and gas industry. She has long been
engaged in the legal compliance work for the international business
of CNPC, and has successively engaged in legal work in CNPC-
AktobeMunaiGas JSC, PetroKazakhstan Inc. and China National Oil
and Gas Exploration & Development Co. Limited; since December
2014, she has successively served as the director of the legal
department, director of the shareholders’ affairs department, deputy
general counsel, and deputy chief economist of China National Oil and
Gas Exploration & Development Co, Limited; since June 2021, she has
served as the deputy director-general and general counsel of China
Petroleum Technology and Development Corporation; since July 2023,
she has served as the deputy director-general of the legal & corporate
reform department of CNPC.
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Mr. Qi Zhenzhong

Aged 57, Mr. Qi was appointed as a Non-executive Director of the
Company on 25 March 2025.

Mr. Qi is also a director of China National Aviation Fuel Group Limited,
China Petroleum Yanchang Petroleum Trading Stock Limited Company,
Galaxy Fund Management Company Limited, and a director of several
investee companies of China National Petroleum Corporation. Mr. Qi
is a senior economist and obtained a bachelor’s degree in engineering
from Shanxi Mining Institute and a master’s degree in management
from Nankai University.

Mr. Qi has more than 30 years of working experience in the oil and
natural gas industry, he has been engaged in capital operation
management for a long time, and has rich professional knowledge and
practical experience in equity investment and capital operation. Since
July 1989, he has worked successively in Dagang Oilfield Group Limited
and PetroChina Company Limited. Since April 2006, he has served as
the deputy director of the capital market division of the capital operation
department of PetroChina Company Limited. Since September 2009,
he has served as the director of the equity investment division of the
capital operation department of China National Petroleum Corporation
(PetroChina Company Limited). Since March 2017, he has served
as a full-time director and supervisor of the investee companies of
China National Petroleum Corporation. Since September 2022, he has
served as a senior equity affairs expert of China National Petroleum
Corporation. Since June 2024, he has served as a full-time external
director of companies under China National Petroleum Corporation.
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Independent Non-executive Directors

Mr. Sun Patrick

Aged 67, was appointed as an independent non-executive Director
of the Company on 18 February 2016. He is currently an independent
non-executive director of Ferretti S.p.A. (stock code: 9638) and
AustAsia Group Ltd. (stock code: 2425), both of which are listed on
the Stock Exchange. Mr. Sun served as an independent non-executive
director of several listed companies in Hong Kong, including China
Railway Signal & Communication Corporation Limited (2015-2018),
Trinity Limited (2008-2020, delisted in 2022 and is in liquidation),
China NT Pharma Group Company Limited (2010-2019), and Sihuan
Pharmaceutical Holdings Group Ltd. (2010-2023). He was also an
independent non-executive director and chairman of the audit and risk
management committee of CRRC Corporation Limited (2015-2021),
an independent non-executive director of China Railway Construction
Corporation Limited (2014-2021), both of which are listed on the Stock
Exchange and the Shanghai Stock Exchange.

Mr. Sun was the senior country officer and head of investment
banking for Hong Kong at JP Morgan Chase, and group executive
director and head of investment banking for greater China at Jardine
Fleming Holdings Limited. His past contributions to regulatory bodies
include serving as a member of the Takeovers & Mergers Panel
and the Takeovers Appeal Committee of the Securities and Futures
Commission, deputy convenor of the Listing Committee of the Stock
Exchange, and a council member of the Stock Exchange. He also
served as chairman of the Chamber of Hong Kong Listed Companies
from 2013 to 2015.

Mr. Sun graduated from the Wharton School of the University of
Pennsylvania, the United States, with a Bachelor of Science degree in
Economics in 1981. He also completed the Stanford Executive Program
at Stanford Business School, in the United States, in 2000. Mr. Sun is
a fellow of the Association of Chartered Certified Accountants in the
United Kingdom, and a fellow of the Hong Kong Institute of Certified
Public Accountants.
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Mr. Tsang Yok Sing Jasper

Aged 78, Mr Tsang was appointed as an Independent Non-executive
Director of the Company on 27 August 2019.

Mr. Tsang is currently an independent non-executive director of Beijing
Tong Ren Tang Chinese Medicine Company Limited (stock code:
3613). He was an independent non-executive director of DTXS Silk
Road Investment Holdings Company Limited (stock code: 0620) from
September 2020 to August 2023. He also serves as an honorary
professor at the Chinese University of Hong Kong, an adjunct professor
at the City University of Hong Kong, and an advisor of the Democratic
Alliance for the Betterment and Progress of Hong Kong.

Mr. Tsang has dedicated himself to education in Hong Kong. He
obtained a bachelor of arts degree and a certificate in education from
the University of Hong Kong in 1968 and 1981, respectively. He then
obtained a master’s degree in education from the University of Hong
Kong in 1983. He currently serves as a supervisor of Pui Kiu Middle
School and Pui Kiu College.

From 1992 to 2003, Mr. Tsang was the chairman of the Democratic
Alliance for the Betterment of Hong Kong (& F & # Bt 82). From
1993 to 2013, he was a member of the National Committee of the
Chinese People’s Political Consultative Conference. From 1996 to
2000, he served as a member of the Standing Committee on Language
Education and Research. From 1996 to 2005, he was a member
of the Council of the Open University of Hong Kong (now renamed
Hong Kong Metropolitan University). From 1997 to 1998, he was a
member of the Provisional Legislative Council of the Hong Kong Special
Administrative Region (“HKSAR”). From 1998 to 2016, he was a
member of the Legislative Council of the HKSAR. From 2002 to 2008,
he was a member of the Executive Council of the HKSAR. From 2008
to 2016, he was the president of the 4th and the 5th Legislative Council
of the HKSAR.

In addition, from 2001 to 2007, he was a non-executive director of the
Securities and Futures Commission. From 2002 to 2008, he was a
member of the Disaster Relief Fund Advisory Committee. From 2003
to 2008, he was a member of the Independent Commission Against
Corruption Complaints Committee. From 2005 to 2008, he was a
member of the Executive Committee of the Commission on Strategic
Development and a board member of the Airport Authority. From 2017
to 2019, he served as a member of the Task Force on Land Supply.
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Mr. Kwok Chi Shing

Aged 64, Mr. Kwok was appointed as an Independent Non-executive
Director on 29 May 2025.

Mr. Kwok is currently the Chairman of LKKC CPA Limited and
Managing Director of Wilson & Partners CPA Limited.

Mr. Kwok currently serves as an independent non-executive director
and Chairman of the Audit Committee of Bonjour Holdings Ltd (Stock
code: 653) and Chempartner Pharmatech Co., Ltd. (300149.52). He
had previously also served as an independent non-executive director
of Fantasia Holdings Group Co., Ltd (Stock Code: 1777), DTXS Silk
Road Investment Holdings Co., Ltd (Stock Code: 0620), Grand Ocean
Advanced Resources Company Limited (Stock code: 0065), Hang Chi
Holding Limited (Stock code: 8405), Speed Apparel Holding Limited
(Stock code: 8183), Huakang Biomedical Holdings Company Limited
(Stock code: 8622) and Cityneon Holdings Limited (listed on the
Singapore Stock Exchange).

Mr. Kwok returned to Hong Kong in the 1990s after his Chartered
Accountancy training in Edinburgh KPMG UK Office to begin his public
practice career. He had also served as a Director of Baker Tilly China,
Shenzhen office and then served as the Deputy Director of Baker Tilly
China Shenzhen office — International Services Department following a
merger of the firm during the period from 2009 to 2016.

Mr. Kwok was involved in assisting with the listing of the first batch
of “Nine H shares” on the Hong Kong Stock Exchange back in 1994.
He has served as a member in various committees and groups of the
Hong Kong Institute of Certified Public Accountants, including serving
as a Committee member of the 1st PRC Technical Committee and a
member of the H Share Annual Report Review Group during the period
from 1994 to 1998.

Mr. Kwok has been very active in the charitable and public services and
he has held positions in various professional bodies and charities. He
had served as the 6th Vice-Chairman and now as Permanent Advisor
of the Pok Oi Hospital, a Director of Yan Chai Hospital, he was a
Director of Yan Oi Tong, the Founding Director and Honorary Treasurer
of the Institute of Financial Planners of Hong Kong (IFPHK) (2001-2006),
Founding Director and Honorary Treasurer of the Hong Kong Institute
of Financial Analysts & Professional Commentators (IFAPC), he was
the President of Hong Kong Association of Financial Advisors (HKAFA)
(2000-2002).

Mr. Kwok graduated from the University of Aberdeen in Scotland with
an MA(Hons) degree in Economics and Accountancy. He qualified
as a Chartered Accountant in Scotland, Hong Kong Certified Public
Accountant (Practicing), CFPCM Certified Financial Planner, CTA
Certified Tax Advisor, CFT Certified Financial Technologist, China M&A
Dealmaker, and an Honorary member of the Shenzhen Institute of
Certified Public Accountants.
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Chief Financial Officer

Mr. Jin Guanghui

Aged 55, Mr. Jin was appointed as the Chief Financial Officer of the
Company on 25 March 2025.

Mr. Jin is a senior accountant and obtained a bachelor’s degree in
economics from Xi’an Shiyou Institute (now renamed Xi’an Shiyou
University).

Mr. Jin has nearly 30 years of experience in the accounting industry.
Since July 1994, he has successively held positions at the Northeast
Branch of China Petroleum Pipeline Engineering Co., Ltd. (formerly
the Northeast Oil Transportation Management Bureau of China
Petroleum Pipeline Bureau), China Petroleum Pipeline Engineering
Co., Ltd., the West-East Gas Pipeline Project Management Office of
China National Petroleum Corporation, the West-East Gas Pipeline
Branch of PetroChina Company Limited, and the PetroChina Natural
Gas Marketing Company (Southern Branch). Since December 2016,
Mr. Jin has served as the chief accountant of PetroChina Natural Gas
Marketing Company (Southern Branch). Starting in February 2021, he
was appointed as the deputy general manager (acting in charge) of
the PetroChina Natural Gas Marketing Company (Southern Branch). In
December 2023, he became the vice president of the Company. Since
December 2024, he has been serving as the chief accountant of the
PetroChina Natural Gas Marketing Company.

Company Secretary
Mr. Xie Mao

Aged 55, Mr. Xie was appointed as Company Secretary of the
Company on 17 December 2020.

Mr. Xie is a senior economist and holds a master of business
administration from Zhejiang University and served as a visiting fellow
at Stanford University. Mr Xie has been appointed as the secretary
to the Board since May 2016 and is an affiliated person of the Hong
Kong Chartered Governance Institute. Mr Xie has 30 years of work
experience in the petroleum and natural gas industry and has worked in
several oil and gas companies of PetroChina.

None of the Directors proposed for re-election at the forthcoming AGM
has a service contract with the Company which is not determinable by
the Company within one year without payment of compensation, other
than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTERESTS

As at 31 December 2025, none of the Directors and chief executive
of the Company had any 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 and Futures
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,
pursuant to Section 352 of the SFO, to be entered into the register
maintained by the Company; or which (c) were required, pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers under the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), to be notified to the Company and the
Stock Exchange.

At no time during the Year 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 executives 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.

SHARE OPTIONS

During the Year, the Company did not have any outstanding share
options granted to the directors and employees of the Company.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES FERRNIRG 2

As at 31 December 2025, to the best knowledge of the Directors, the 2025912 A31H ' B E=FT A N5
following persons (other than the Directors or chief executive of the A+ (AR R EEH T EITHABKRIN LA
Company) had interests or short positions in the shares or underlying A FIREE 5 M B S 50| E 336 168 F17E
shares of the Company as recorded in the register required to be kept 7 Z i M FTEC & AR B 2 B 17 st 48 B8 i 19

by the Company under Section 336 of the SFO: PHEAERRSAR
Number of shares Percentage
RO EE of issued
Direct Indirect shares
interest interest HERTRG
EEED Gikg ZAERH
PetroChina Hong Kong Ltd. FAREBERLT 4,708,302,133 (L) - 54.38%
(PetroChina Hong Kong’)" (T RAEE])O 4,708,302,133 (4F)
PetroChina Company Limited REERRARRD - 4,708,302,133 (L) 54.38%
(PetroChina”) BRAR(HEAR])O 4,708,302,133 (4F)
Fairy King Investments Ltd.? Fairy King Investments Ltd.? 144,784,000 (L) - 1.67%
144,784,000 (7)
CNPC International Ltd. (‘CNPCI")@ CNPC International Ltd. - 144,784,000 (L) 1.67%
(TCNPCI)) @ 144,784,000 ()
China National Oil and Gas Exploration 7 Bl /A i & A | Bh i 5 % - 144,784,000 (L) 1.67%
and Development Corporation A7 ([CNODC )@ 144,784,000 (1)
(‘CNODC?)?
China National Petroleum FEEBAAREEER - 4,853,086,133 (L) 56.05%
Corporation (“CNPC’)1@ Aal([REAHEE]) D 4,853,086,133 (#F)
Notes: FIEE -
(1) PetroChina Hong Kong is wholly owned by PetroChina, which inturnisowned (1) S AEESATE A M2 EHEE  MPEG
as to 82.62% by CNPC. Accordingly, CNPC is deemed to have interest in the i Rl B B A & B B 82.62% M & o
4,708,302,133 (L) shares held by PetroChina Hong Kong. bt PR B EERE BN T A M EBE

2 4,708,302,133 (47 ) IR A (D F HE A #Eas ©

(2)  Based on the Disclosure of Interests Online (DION) System of the Stock  (2)  IRIEHEZFT 2 4% _E #2548 52 (DION) & 4% » Fairy

Exchange, Fairy King Investments Ltd. is a wholly-owned subsidiary of King Investments Ltd. JYCNPCI Z & & il & 2
CNPCI, which in turn is wholly owned by CNODC, which is in turn owned as A MCNPCIFHCNODC 2 & A - B H A
to 100.00% by CNPC. Accordingly, CNPC is deemed to have interest in the JH & [ # 5 CNODC 2 100.00% 18 5 © A I -
144,784,000 (L) shares held by Fairy King Investments Ltd. o B A & B 348 A& 7 Fairy King Investments

Ltd. AT 45 2 144,784,000 (4F) B% B 17 o 4k B #E

vy
=< o
m

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR TJ 3838 % - BERGHE - SR AR HE
SIMILAR RIGHTS S AE SR

The Company and its subsidiaries had no outstanding convertible #2025 12 A31H A QAR R EM B A 7

securities, options, warrants or other similar rights as at 31 December 3t R 770 2 AT AR B 5% - BEARAE - AR

2025 and there had been no other exercise of convertible securities, #eFE K E B LIETR - BN FEARIREEE

options, warrants or similar rights during the Year. T2 MARES - BRE  RREFE LR
LLRER] o
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PRE-EMPTIVE RIGHTS

There are no pre-emptive rights provisions with respect to any issue or
transfer of shares of the Company in the Bye-laws of the Company nor
are there any such pre-emptive rights provisions generally applicable
under Bermuda law.

INDEPENDENCE OF THE INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the Independent Non-executive Directors to be independent.

CONNECTED TRANSACTIONS

During the Year, the Group entered into the following connected
transactions (in relation to the disposal of equity interest in Tianjin
Compression Co. Ltd. and Xinjiang Xinjie Petroleum Co., Ltd.), which
were subject to the reporting and announcement requirements (but
are exempt from independent shareholders’ approval requirement)
under Chapter 14A of the Listing Rules, and is also a party to the
continuing connected transaction which was subject to the reporting,
announcement and independent shareholders’ approval requirement
under Chapter 14A of the Listing Rules:

1. II?tigposal of Equity Interest in Tianjin Compression Co.

On 23 July 2025, PetroChina Kunlun Gas Co., Ltd. (“PetroChina
Kunlun”), a wholly-owned subsidiary of the Company, entered
into an equity transfer agreement (the “Tianjin Equity Transfer
Agreement”) with PetroChina Company Limited (“PetroChina”).
Pursuant to the Tianjin Equity Transfer Agreement, PetroChina
Kunlun agreed to sell, and PetroChina agreed to purchase 51%
equity interests in Tianjin Compression Natural Gas Co., Ltd. at
a consideration of RMB12,701,600. The Tianjin Equity Transfer
Agreement would enable the Group to better allocate and utilize
its resources to focus on its principal activities of natural gas
terminal sales, with a target to enhance the Group’s market
share and business efficiency. As PetroChina is the controlling
Shareholder and a connected person of the Company pursuant
to Chapter 14A of the Listing Rules as at the date of the Tianjin
Equity Transfer Agreement, the entering into of the Tianjin Equity
Transfer Agreement constitutes a connected transaction under
Chapter 14A of the Listing Rules.

For further details, please refer to the announcement of the
Company dated 23 July 2025 and 12 August 2025.
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2. Disposal of Equity Interest in Xinjiang Xinjie Petroleum
Co., Ltd.

On 30 October 2025, Xinjiang Xinjie Natural Gas Co., Ltd.
(“Xinjiang Xinjie”), a non-wholly owned subsidiary of the Company,
entered into an equity transfer agreement (the “Xinjiang Equity
Transfer Agreement”) with PetroChina Xinjiang Sales Branch
(“PetroChina Xinjiang”), a branch of PetroChina (as the purchaser)
and Xinjiang Hengsheng Energy Science and Technology Co.,
Ltd. (an independent third party of the Company, also a seller
in the transaction). Pursuant to the Xinjiang Equity Transfer
Agreement, Xinjiang Xinjie agreed to sell, and PetroChina Xinjiang
agreed to purchase 49% equity interests in Xinjiang Xinjie
Petroleum Co., Ltd. at a consideration of RMB6,616,715. The
Xinjiang Equity Transfer Agreement would enable the Group to
better allocate and utilize its resources to focus on its principal
activities of natural gas sales by stripping off non-core refined oil
business, with a target to enhance the Group’s market share and
business efficiency. As PetroChina is the controlling Shareholder
and a connected person of the Company pursuant to Chapter
14A of the Listing Rules as at the date of the Xinjiang Equity
Transfer Agreement and PetroChina Xinjiang is a subsidiary
of PetroChina, the entering into of the Xinjiang Equity Transfer
Agreement constitutes a connected transaction under Chapter
14A of the Listing Rules.

For further details, please refer to the announcement of the Company
dated 30 October 2025.

MASTER AGREEMENT FOR THE PROVISION OF PRODUCTS
AND SERVICES

On 11 September 2020, the Company entered into a master agreement
for the provision of products and services (“Master Agreement”) with
the CNPC Group to (a) provide general products to the Group by the
CNPC Group; (b) provide general services to the Group by the CNPC
Group; (c) provide general products to the CNPC Group by the Group;
and (d) provide general services to the CNPC Group by the Group.

Master Agreement

The Master Agreement became effective since 1 January 2021
and expires on 31 December 2023. On 14 September 2023, the
Company renewed a new Master Agreement with an effective date
since 1 January 2024 to 31 December 2026 (please refers to the
announcement dated 14 September 2023 and the circular dated 13
October 2023 of the Company for disclosure of details).

Directors’ Report

BREHEE

2. HENEBHERHKERLT
2 IRHE

202510 A30H AR A2 E
Bf$ /8 /2 & Xinjiang Xinjie Natural Gas Co.,
Lid. (T¥rsB#T#E]) Eh Aom# B E
srE((hahm#HEl (EREH) N
Xinjiang Hengsheng Energy Science and
Technology Co., Ltd. (R QA GBI H =
T NRBRRGTHNET) I LRES
Eipas (hEREEERRE]) - RIE
MEREEERZ TEARERED
ELPOBFEREBENBNEALQ
HAERAFEA9%KE  RE/AR
% 6,616,715 7T ° B R H E o
REBENEESOERFBEE
R FBEFERZ O mmER  FIR
AARHESETEEY  WARAR
EENMSNEREBRERERZR -
MR EBREERGZEH  RE
FTHREFUAE FEAHRER
BIMIERRAR R K BE A+ - i A h
MEATRRAHMAMME QR - Mt
RIS BRI R R A R AR B
FUARE T ZHERS -

AR#E—FFHE  FLHARREHR2025
F10AB0HMDE -

2 B2 o IR 45 42 10 5

K~ E) HL AR B R R & B 52 2020 9 A 11 H
FEATRBERMRE &) (D -
NamrEaaEERAEBRE—RE
W )P BEAREEMAEERE KR
% omAEBRPEBEIAREBRRME —RE
M ROBAAEERFEAGHSEERE R
AR ©

E i

TR 2021 F1 51 BEAE - 2023
F12A31HEIH - A2 FR2023F9 A 14
HEZFHNEHE B R2024F1 A1
H#EZE2026F12 A31H It GFHIRN A A £
B KA B PR 2023F 9 A 14 H B A 45 12023
FI0R1BHMBRHPFAEZENAR) ©

ERERARIEY —T-AFFERS

33



Directors’ Report

EHE R E

During the period when Master Agreement is effective, the Company
and CNPC Group will provide each other with a variety of products
and services, including but not limited to oil and gas products,
general products and services, engineering and construction services,
production services, logistics support services, financial services,
property leasing services and commissioning and management
services (please refer to the announcement dated 14 September 2023
and circular dated 13 October 2023 for disclosure of details). As CNPC
Group is the ultimate controlling shareholder of the Company, holding
approximately 56.05% of our issued share capital, CNPC Group is our
connected person under Rule 14A.07(1) of the Listing Rules.

The Master Agreement sets out in detail the specific pricing principles
for the provision of products and services under the Agreement. If for
any reason the specific pricing principles for an individual product or
service are no longer applicable, whether as a result of a change in
circumstances or otherwise, the relevant product or service will be
provided in accordance with the general pricing principles as defined in
the Master Agreement, including: (a) government pricing; or (b) where
there is no government pricing, then based on the relevant market
price; or (c) where neither (a) nor (b) applies, based on: (i) the cost price;
or (i) the agreed price.

The purpose of the aforesaid transactions is to provide strong and
favorable support to our business through the business strength and
scope of the CNPC Group and the continuing connected transactions.

The annual cap amounts for each of the items under the Master

Agreement and the actual amounts to be incurred for the year ending
31 December 2025 are set out in the following table:

Nature of transactions

RHME

(i) Provision of products by the CNPC Group to

EEHEEARN  BMAEFEGHEEBE
BRESEERMRYE  2IEETRMAR
Em —REGMRS - TEREZRS -
SERS - MRIERY - BBRY - M
HERBUREFZERRG (FAREAZ2
B FIFE20234F 9 A 14 H B9 A & R 2023 F
10R1IBHMBERFFAEZRNAR) c ARH
BEOHEERARAZRRIZKRE  FHEH
19 4756.05% &) E B 1T RR AN - R & _E T8 Al
F14A07T(N I FRIAAEE AT PR EE
At

TR ARSI T R 5 TR M an MRS
WEEEERA - MRAREMAIREA - E R
EmIRGHNAREERINITBER  EFR
RARRRELEREMRE - AREEH
ETEEN—REERIEHRMBBEERIR
%5 B (@ BFEE : b)) WEBTEE -
AR IREE IS ER © K () MR (@) () #B
@A - BIREE - ()RAME © 3 () R ES -

RS0 ENRBBTELHEENER
BEMEHBIE - U RISENBEBZ S SR
EBRMHE K BB ME) SH ©

FHET SHEHENFELIR2EMAEZ
2025F 12 AGIALFEERELA 2 &R
T

Annual

cap for 2025
2025 F
FELR
(RMB’ Million)
(AR¥BEBR)

Amount
incurred for 2025
2025 &

EEZEHE
(RMB’ Million)
(AR®BEER)

(i) P B S [ [ A SR B R (R EE

the Group 144,256 215,045
(i) Provision of services by the CNPC Group to (i) B A h & Bl A AN S B 1R AR TS

the Group 2,151 14,534
(iiiy Provision of products by the Group to the (i) REERFREARERREER

CNPC Group 12,013 12,496
(iv) Provision of services by the Group to the V) AEERPEABEERERE

CNPC Group 9,645 11,624
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The aforesaid continuing connected transactions have been reviewed
by Independent Non-executive Directors of the Company. The
Independent Non-executive Directors confirmed that the aforesaid
continuing connected transactions were entered into (a) in the ordinary
and usual course of business of the Group; (b) on normal commercial
terms or better; and (c) in accordance with the relevant agreements
governing them on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

In accordance with Rule 14A.56 of the Listing Rules, the Board
engaged the independent auditor of the Company to report on the
Group’s continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants.

The independent auditor of the Company has issued its letter containing
its following findings and conclusions in respect of the continuing
connected transactions disclosed by the Group on pages 168 to 172
of the Annual Report in accordance with Rule 14A.56 of the Listing
Rules. Nothing has come to the independent auditor’s attention that the
disclosed continuing connected transactions: (i) have not received the
approval of the Company’s Board of Directors; (i) are not, in all material
respects, in accordance with the pricing policies of the Company if
the transactions involve provision of goods or services by the Group;
(i) have not been entered into, in all material respects, in accordance
with the relevant agreements governing the transactions; and (iv) have
exceeded the cap disclosed in previous announcement dated 14
September 2023 and circular dated 13 October 2023 with respect to
the aggregated amount of each transaction involved. The Company
has confirmed that it has complied with the disclosure requirements
in respect of the aforesaid continuing connected transactions in
accordance with Chapter 14A of the Listing Rules.

For related party transactions disclosed in Note 32 to the consolidated
financial statements which constituted connected transactions or
continuing connected transactions under the Listing Rules, the
Company has complied with all the relevant requirements under
Chapter 14A of the Listing Rules.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Year.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Group, or existed
during the year ended 31 December 2025.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the aggregate sales attributable to the Group’s five
largest customers were less than 30% of the Group’s total sales. The
aggregate purchases attributable to the Group’s five largest suppliers
accounted for approximately 90% of the Group’s total purchases and
the purchases attributable to the Group’s largest supplier accounted for
approximately 86% of the Group’s total purchases. Save for CNPC and
its associates (as disclosed in the “Connected Transactions” section),
none of the Directors, their close associates or any shareholders (which
to the knowledge of the Directors own more than 5% of the Company’s
number of issued shares) had any interest in the share capital of any of
the Group’s five largest customers or suppliers.

DONATIONS

During the Year, the Group made charitable and other donations
amounting to RMB2,358,282.

TAX RELIEF

The Company is not aware of any tax relief available to the
Shareholders by reason of their holding of the Company’s securities.
If the Shareholders are unsure about the taxation implications of
purchasing, holdings, disposing of, dealing in, or the exercise of any
rights (including entitlements to any relief of taxation) in relation to, the
Shares, they are advised to consult an expert.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence. The emoluments of the Directors and the employees of
the Company are reviewed and recommended by the Remuneration
Committee to the Board, having regard to the Company’s operating
results, individual performance and comparable market statistics. The
Company did not adopt any share incentive scheme during the Year.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, as at the date of this report, the
Company has maintained the prescribed public float under the Listing
Rules.

COMPETING BUSINESS

Save as disclosed below, as at 24 March 2026, none of the Directors
and their respective associates had any interest in a business which
competes or may compete with the businesses of the Group (as would
be required to be disclosed under Rule 8.10 of the Listing Rules if each
of them were a controlling shareholder).

Nature of

interest

EEME

Name of Director

EEAR

Name of company

NCIEE

Liu Guohai PetroChina Natural Gas Marketing
Company

2B 5 B Al R AR B R A A HITES
RARHEES 1A

He Yongli PetroChina Natural Gas Marketing President
Company

B P EARRARKRNDBRAA B

AARHED 1A

As the Board is independent of the boards of the above entities, the
Company has therefore been capable of carrying on its businesses
independently of, and at arm’s length from, the above businesses.

Executive Director
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BEEBMNE

Marketing of natural gas

RARTIGHEE

Marketing of natural gas
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EVENTS AFTER THE DATE OF THE STATEMENT OF
FINANCIAL POSITION

There is no significant event affecting the Company after the date of the
statement of financial position.

AUDITOR

The consolidated financial statements for the Year have been audited
by KPMG, who retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG as auditor
of the Company will be proposed at the forthcoming AGM.

KPMG was appointed as the auditor of the Company on 5 December
2024 following the retirement of PricewaterhouseCoopers upon the
expiration of its term of office at the conclusion of the annual general
meeting of the Company held on 30 May 2024. Save as disclosed
above, there were no other changes to the auditor of the Company in
the three years preceding 31 December 2025.

On behalf of the Board
Liu Guohai
Chairman

Hong Kong, 24 March 2026
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Independent Auditor’s Report

to the shareholders of Kunlun Energy Company Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Kunlun
Energy Company Limited (“the Company”) and its subsidiaries (“the
Group”) set out on pages 97 to 211, which comprise the consolidated
statement of financial position as at 31 December 2025, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended and notes to the consolidated financial
statements, comprising material accounting policy information and
other explanatory information.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2025 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
HKFRS Accounting Standards as issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAS”) as issued by the HKICPA. Our responsibilities under
those standards are further described in the Audiitor’s responsibilities for
the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), as applicable
to audits of financial statements of public interest entities. We have also
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Independent Auditor’s Report
T3 A% B e A

KEY AUDIT MATTER

Key audit matter is the matter that, in our professional judgement, was
of most significance in our audit of the consolidated financial statements
of the current period. The matter was addressed in the context of
our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion

on this matter.

FAREEE

RRBTFASRERMNERAE RS
BAMGEMBBRRNBTRREENEH -
BUEBEEAERMEAEREAMBRERN
HABRRETREN R T eHELE
RiRHEBNER -

Assessing impairment of property, plant and equipment relating to the liquefied natural gas (“LNG”)

processing plants

AEEBERAR (TLNG) i TR % - BE KRR E R E

Refer to note 4 and note 15 to the consolidated financial statements and the accounting policies note 40(l)(i) on page

203-205.

B2 A VIS FRE W FE4 KT 5E 15 K 85 203 2= 205 & i 7E 40(1)(ii)

The Key Audit Matter

YRR -

How the matter was addressed in our audit

REETER

As at 31 December 2025, the net book value of Group’s
property, plant and equipment relating to the Group’s LNG
processing plants amounted to RMB5,572 million, which
was stated net of accumulated impairment of RMB4,336
million. The net impairment loss on LNG process plants
PPE recognised during the year ended 31 December 2025
amounting to RMB311 million.

20256F12A31H - EXEEMNINGINIHmMmME X &
SENYE BEAXBOREFERARKESS2A
Bt RETREBEARMY 4,336 8 &t c 72025412 A 31
B EXEFRINGINIHEAEBRYE BFE - R&EED
BEBEFE/AREINNEET -

In view of the uncertainty in revenue forecast, future
production costs, changes in operating conditions and the
economic outlook, management considered that there were
indicators that the Group’s property, plant and equipment
attributable to different LNG processing plants may be
impaired as at 31 December 2025.

F PO R SR G WA FI AR SR A EE B AR B N RESE 1 - 48251
AFEEIRNEL BEREERARN_ZE-_AF+T=-A
=+—H EXEEINGNIENYE BERZENIF
ERERR

KPR AR EZEE

Our audit procedures to assess impairment of LNG
processing plants included the following:

BB EHE NG I TR RER BRI P B A N ERF

° Obtaining an understanding of management’s
internal control and assessment process of
impairment of property, plant and equipment relating
to the LNG processing plants, and evaluating the
design and implementation of the key controls
relating to the determination of recoverable amounts
of the property, plant and equipment relating to the
LNG processing plants;

e TEHRTEEEBHEINGNIMEBEYE BE LR
1R 1ELR S AE A B0 P B A R R AR AR R AR - ME AP AR
THETINGINIREBEDE BELRENA
Yool < BE AR BA BY B SR AE I B0 SR ST AN B HE 1B

° Assessing management’s identification of CGU,
the allocation of assets to each CGU and the
appropriateness of the methodology adopted in the
preparation of the determine recoverable amounts
forecasts with reference to our understanding of
the Group’s LNG processing business and the
requirements of the prevailing accounting standards;

e MBERME ESBEINGINIEBHIRMRKLAEE
ST EANER Mt EEERSELBUNR
EBSREECRSEABEM 22BN D B KE
RN B SRR ENEE M
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Assessing impairment of property, plant and equipment relating to the liquefied natural gas (“LNG”)
processing plants (Continued)

AEEBERAR (TLNG]) N TRABBE Y% - BE KRR EHRE (B)

Refer to note 4 and note 15 to the consolidated financial statements and the accounting policies note 40())(i) on page
203-205.
B2 BTG BT MR 5 4 AP 5F 16 K2 58 203 Z 205 B BT 5% 40(1)(i) #) & 5T HUK

The Key Audit Matter How the matter was addressed in our audit

BREETEE BN ETTNMERZEE

Management performs impairment assessments of the ° Assessing management’s cash flow forecast

Group’s LNG processing plants whenever events or for each CGU by comparing the key

changes in circumstances indicate that the carrying amount assumptions adopted by management, in

of these assets may not be recoverable. particular, the reasonableness of the revenue

BESHHERARER T ESEINGINIHKOYKRRE forecast, forecast production costs and the

X O BEESYWEETRENR - discount rate applied, with our understanding,
experience and knowledge of the Group’s LNG

Each LNG processing plant operated by the Group has processing business and the LNG industry in

been identified as a separate cash-generating unit (“CGU”) general;

for impairment assessment purposes. An impairment e BRKEEERAORE FAERKEK

loss is recognised for the amount by which the carrying ATER - EERARFERAOITEE - B3

amount of LNG processing plants exceeds the higher of Y BEEEINGIIEBMINGTTE S IERF

its fair value less costs to sell and its value in use. The ETHER SR EELEMNTRIAESRN

preparation of determine recoverable amounts forecasts RAREH FF A

involves the exercise of significant management judgement

in determining the relevant inputs to the discounted cash ° Comparing revenue forecast against the

flow forecasts and the assumptions adopted therein, historical operating performance of the relevant

including revenue forecast, forecast production costs and LNG processing plants;

the discount rates applied. e BRERBHPHAMREKKAER BHE

EETRERRE BB EKSELNGINIKRAE RS FE e WA HEFTELRR

YHReEAEN ((ReEEEN]) - REEETIR

INGINITHREEEEAE A TFEMNREEKANEE e Comparing future production costs against

FTREEMEFRaENSERR TEEIKEEE historical costs or relevant budgets of the

FAREFR  EREFTHSEEREBRMEE (BFEARKU Group or relevant external data;

AR - R ERAARIRB O I ) EH BRI -

HRERELNPRANRKEERAE &
SEESERARARBELEBIN A BIEE
T8

° Involving our internal professionals with
specialised skill and knowledge to assist
in the evaluation of the appropriateness of
discount rates adopted by the management by
considering whether the discount rates were
within the range of those adopted by other
companies in the same industry;

e HNAEBEERENNMABHATEEALR
BRMFEEREEXRBONNTAXREEERE
AATSEBEBE AR HNERNA LR A
FEREBER
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Assessing impairment of property, plant and equipment relating to the liquefied natural gas (“LNG”)

processing plants (Continued)

AEEBERAR (TLNG) I BEEWE - BERRENRE (&)

Refer to note 4 and note 15 to the consolidated financial statements and the accounting policies note 40())(i) on page

203-205.

B2 A VSRR T4 FHT5E 15 & 55 203 & 205 B I 7E 40(1) (i) A & 5T UK -

The Key Audit Matter

REETER

How the matter was addressed in our audit

KPR AR EZEE

We identified assessing impairment of LNG processing
plants as a key audit matter because of the significance of
the carrying amount of the property, plant and equipment
relating to the Group’s LNG processing plants as at 31
December 2025, together with the significant estimates
and judgements by management which could be subject to
management bias in their selection.

B EXEEEINGNIHEBEYE BERZHR
202612 A IAMEE S HEEN HEREALHET
LNG I TR - BE MR e W E & 58 e Rg 52
R ER T EAN M NAE - E R ER R
EREFVEXIEEERMONOTZE  HMARTNHING
MIMERERAFHSEEFE -

Comparing the actual results for the current year with
management’s estimates in their cash flow forecasts
prepared in the previous year to assess the historical
effectiveness of management’s forecasting process
and to assess whether there is any indication of
management bias;

BARFENERARE F—FEBHRERNZF
MEBEMGETHER KT EBEERERA
HB R

Performing sensitivity analyses of the key
assumptions adopted by management, including
revenue forecast, forecast production costs and
the discount rates applied, to assess what changes
thereto, either individually or collectively, would result
in a different conclusion being reached and assessing
whether there were any indicators of management
bias in the selection of key assumptions; and
HABARTEEERANSEERESR 21
RIRWATER - A ERANAREKABOITIRE - #E17
RSN - Al AR BRESEFHIOEME
REBMENAERNTERTFEETMNEREER
MR K&

Assessing the disclosures in the consolidated
financial statements in respect of the impairment
assessment of LNG processing plants with reference
to the requirements of the prevailing accounting
standards.

BEBERTEFEANESR T EEEGEAVH
WP EBINGINTRR BN REN SN

92 KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025



Independent Auditor’s Report

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual report,
other than the consolidated financial statements and our auditor’s
report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon as part of our engagement to audit the consolidated
financial statements. We have performed an assurance engagement
on the disclosed continuing connected transactions that form part of
the other information and provided a separate assurance practitioner’s
conclusion thereon that is included within the other information.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRS Accounting Standards as issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

TR A% S e

N
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with Section 90 of the Bermuda Companies
Act 1981 and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit.
We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of
internal control.

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Independent Auditor’s Report

° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

° Plan and perform the group audit to obtain sufficient appropriate
audit evidence regarding the financial information of the entities
or business units within the Group as a basis for forming an
opinion on the consolidated financial statements. We are
responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where
applicable, actions taken to eliminate threats or safeguards applied.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Ng Kwok Keung, Raymond (practising certificate
number: P04211).

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

24 March 2026
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Consolidated Statement of Comprehensive Income

s Gl e

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

2025 2024
2025 2024 £
Note RMB’million RMB’million
iz ARBEEBR AR®BEET
Revenue ON 5 193,979 187,046
Other gains, net Bz FEE 6 1,147 1,520
Interest income FEWA 7 695 958
Purchases, services and others RE - RS K EAM (169,189) (161,662)
Employee compensation costs 12 B B & A A 8 (5,725) (5,830)
Depreciation, depletion and amortisation e BREREH (5,273) (5,160)
Impairment losses on property, plant M - B KEERE
and equipment E5E 15 (732) (565)
Other selling, general and administrative HAsHeE ~ — AR
expenses EEER (3,309) (3,491)
Taxes other than income taxes BrETISBLASN 2 T IE (519) (504)
Interest expenses FEXZH 9 (650) (803)
Share of profits less losses of: FEA &= FRE 18 -
— Associates 2= WNE] 16 773 599
— Joint ventures —5BDLE 17 464 527
Profit before income tax expense BRET BB A AER 10 11,661 12,635
Income tax expense Frigti & A 12 (3,195) (3,128)
Profit for the year FERER 8,466 9,507
Other comprehensive income: Hih2HEH K :
ltem that will not be reclassified to O EFHEEEHE AR
profit or loss:
— Fair value gain/(loss) on financial assets at —BAFEFEAREMEEK
fair value through other comprehensive ﬁT’iZ TREEZ N TE
income (non-recycling), net of tax s,/ (B51B) CrajE s
Bz)  HRTIER 73 (95)
ltems that may be reclassified subsequently EgrEsmosiziEany
to profit or loss: |H :
- Exchange differences on translation of —WHmERBRE CEHERE
financial statements, net of nil tax, of: HBRZE %R THig -
— Subsidiaries —-MER 26 15
— Associates —BtE RN 7 16 (90) 31
- Joint ventures —BBL%E 17 (29) 20
Other comprehensive loss fortheyear ~ SRHEMEEFR | (20 . (29
Total comprehensive income for the year F£ A2 HEKFHHLE 8,446 9,478
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fk B 2 TH) WAL B AR

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

2025 2024
2025 & 2024 £

RMB’million  RMB’million
ARBEERT AREAET

Profit for the year attributable to JFEAG F A A
— Shareholders of the Company A YNEIE -3 5,346 5,960
— Non-controlling interests — JEFE I MR R 3,120 3,547
8,466 9,507
Total comprehensive income for the year RS2
attributable to:
— Shareholders of the Company —ARAERE 5,351 5,933
— Non-controlling interests — IR R S 3,095 3,545
8,446 9,478
Basic and diluted earnings per share AAaRREGEF 2
for profit attributable to shareholders BRERTEE R A
of the Company (RMB cent) (ANR¥S) 13 61.74 68.83

The notes on pages 106 to 211 form part of these financial statements. 55106 2211 B MM @K AP HER 2 —
Details of dividends payable to shareholders of the Company &89 ° & A% Fll B AR R B R B % B 5515
attributable to the profit for the year are set out in Note 14. BAMIFE14 -
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Consolidated Statement of Financial Position

i o B B R DL AR

As at 31 December 2025

R 2025412 A31H

2025 2024
2025 2024 F
Note RMB’million RMB’million
izt ARBEEBRLT ARBBEERL
Assets BE
Non-current assets ¥RBEE
Property, plant and equipment % ¥ BEEHR 15 65,718 66,797
Investments in associates NE R R ZIRE 16 9,023 8,567
Investments in joint ventures b"\\/m\ EhEIE 17 6,175 6,157
Intangible assets BVEE 19 1,240 1,526
Financial assets at fair value through other BATEFAEMEERE
comprehensive income CREE 20 359 264
Other non-current assets HMER#EE 21 2,010 1,680
Deferred tax assets EREFRIEEE 30 967 1,162
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 85492 86,153
Current assets REBEE
Inventories FE 22 1,037 1,131
Accounts receivable JRE i B 3K 23 3,755 2,544
Prepayments and other current assets EBRNRREMTEEE 24 9,226 8,470
Time deposits with maturities over three months HNEBRABA=ER 2 THER 25 13,329 17,265
Cash and cash equivalents RekReEEER 25 31,280 27,827
58,627 57,237
Total assets mEE 144,119 143,390
Equity s
Capital and reserves attributable to RATRREERAER FE
shareholders of the Company
Share capital f& A 26 71 71
Retained earnings BF AT 27 34,278 32,297
Other reserves HoAth 27 33,408 32,781
67,757 65,149
Non-controlling interests FEFMES 24,520 23,686
Total equity MR 92,277 88,835
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Consolidated Statement of Financial Position

A B AR LA

As at 31 December 2025
2025412 A31H

2025 2024
2025 F 2024 4
Note RMB’million RMB’million
i ARBEERT AREBEER
Liabilities =R
Current liabilities nEaE
Accounts payable and accrued liabilities ENERREFAE 28 24,848 25,224
Income tax payable RTS8 30 741 544
Other taxes payable H bl F 78 887 517
Short-term borrowings RHEE 29 7,067 9,133
Lease liabilities HEAE 269 258
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 33812 35676
Non-current liabilities F¥RBEE
Long-term borrowings REEE 29 13,676 14,329
Deferred tax liabilities EXERIBEE 30 2,037 2,011
Lease liabilities HEEE 408 559
Other liabilities HivafE 1,909 1,980
18,030 18,879
Total liabilities HweE 51,842 54,555
Total equity and liabilities BERABAE 144,119 143,390
Net current assets REEETFE 24,815 21,561
Total assets less current liabilities HEERREBAE 110,307 107,714

Approved and authorised for issue by the board of directors on 24 20264 3 A 24 HEE S EIRHETIZ -
March 2026.

Liu Guohai He Yongli
2B BoxF
Executive Director Executive Director
HITEE HITEF
The notes on pages 106 to 211 form part of these financial statements. 106 2211 BH M sF B AT R R 2 —
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Consolidated Statement of Changes in Equity

LE A RERR s R

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

Attributable to shareholders of the Company
AARREE
Non-
Share Retained Other controling

capital earmnings reserves Sub-total interests
A REER 2ot NGt RS ER g
Note RMB'million RMB million RMB'million RMB'million RMB'million RMB'million

T

Wit AREAET AREBBER AR%AEn AREAER AREEET ARMAEET

Tt — T T T

Balances at 1 January 2024 ROUE1 1B &R 71 31,427 31,051 63,449 22,334 85,783
Changes in equity for 2024; NUFERED
Proft for the year Erighl - 5,960 - 5,960 3547 9,507
Other comprehensive loss E2EER - - @) @) @) (29)
Todcomprenensiiencome forhever  FREEMERE e TS o SR L
Transfer between reserves REHER - (1,212 1212 - - -
Fine dvidend for 2023 23R RS 14 - 0457 - .457) - .457)
Iterm chidend for 2024 EEL] 14 - (1421 - (1,421 - (1.401)
Acquisition of non-controling interests W3 G IR - - (371) (371) 329 42
Dividend to non-controling interests BTt RS - - - - (2,952) (2,952)
Acquisition of subsidlaries KERELA - - - - 63 X
Capital contributions from non-controling ~ FEF 4|1 % 2
interests - - - - 533 533
Disposal of subsiclaries REWELA - - - - (166) (166)
Others fh - - 16 16 - 16
. 15,090 857 (4.23) 0.19) 6.426)
Balances at 31 December 2024 R2024E12A31 BER I 32,007 32,781 65,149 23,686 88,835
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

Attributable to shareholders of the Company
AERREL

Non-
Share Retained Other controlling Total

capital earnings reserves Sub-total interests equity
k= REEA Hit Gt Nt FBHMER ER4E
Note  RMB'million  RMB'million ~ RMB'million ~ RMB’million ~ RMB'million ~ RMB'million
Wi ARBEER ARMABEER ARMEER ARWEER ARMAER ARWEER

Balances at 1 January 2025 R2025F1 A1 B&ER i 32,297 32,781 65,149 23,686 88,835
Changes in equity for 2025; NHEEERE .
Profit for the year R - 5,346 - 5,346 3,120 8,466
Other comprehensive loss Ep2EER - - 5 5 (25) (20)
Todcomprenensiiencome forhever  FREEMERE U I LU S .
Transfer between reserves FEHER - (614) 614 - - -
Final dlvidend for 2024 004 FRERE 14 - (1,314) - (1,314) - (1,314)
Interim dividend for 2025 NBFHERE 14 - (1,437) - (1,437) - (1,437)
Dividend to non-controling Interests BRI EGCRE - - - - (2,979) (2.979)
Acquisition of subsidlaries KERELA - - - - 47 47
Capital contributions from non-controling~ FEFE #1272 £
interests - - - - 696 696
Disposal of subsiciaries RENELA - - = = (27) 27)
Others At - - 8 8 2 10
- (3,365 62 0749 (2.261) (5,004
Balances at 31 December 2025 R2025%512A31 B&H Il 34,278 33,408 67,757 24,520 92,217

The notes on pages 106 to 211 form part of these financial statements. 106 2211 B M sF R AT R R 2 —

o e
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Consolidated Statement of Cash Flows
OB eRE

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

2025 2024
2025 & 2024 £

Note RMB’million RMB’million
izt ARBEEBRLT ARBBEERL

Cash flows from operating activities

REXBHMBzRERE

Profit for the year F R A 8,466 9,507
Adjustments for: R
Income tax expense FERER 3,195 3,128
Depreciation, depletion and amortisation TE  BREREH 5,273 5,160
Share of profits less losses of associates JRE (Bt & 1 B Bl R 5 18 (773) (599)
Share of profits less losses of joint ventures EhaELERNREE (464) (527)
Impairment losses on property, plant and ME  BELREREREESS
equipment 732 565
Impairment losses on Intangible assets BmREERERX 185 -
Impairment losses on investments in associates HEE AR NAELERERE
and joint ventures B 8 39
Net gains on disposal of property, plant BEME  BERZHBKE
and equipment FE (36) ©
Net gains on disposal of subsidiaries REMBRR W% HE (69) (666)
Net gains on disposal of associates REBE DR 2 WEFE - (10)
Net exchange (gains)/losses BE X (Wz) /B1BF5E (21) 59
Interest income FBUA (695) (958)
Interest expenses ﬂ B X 650 803
Changes in working capital: BEELEE
Inventories & 94 20
Accounts receivable JE W BR 3R (1,196) (585)
Prepayments and other current assets TR A R E AR B & B (872) 139
Accounts payable and accrued liabilities RS R EFAE 391 (401)
Other taxes payable Hofth e 1~ F T8 371 -
Cash generated from operations REEECRSE 15,239 15,665
Income tax paid BEREE (2,809) (3,151)
Net cash generated from operating activities E&E£KEELCHETZE 12,430 12,514
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Consolidated Statement of Cash Flows
HeBenaR

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

2025 2024
2025 F 2024 F
Note RMB’million  RMB’million
iz ARBEEBR AR®BEET
Cash flows from investing activities REEXEKFBzRERE
Dividends received from associates BHE R AEZ R E 569 440
Dividends received from joint ventures BEEREKRIZEE 417 466
Acquisition of subsidiaries W B Y I8 X 7 29 (1)
Acquisition of associates U B B 2 8 7] (99) -
Capital contributions to associates R ENREE (305) (422)
Proceeds from disposal of subsidiaries, net of cash R &M B A &2 A5 EUE @ %
and cash equivalents disposed of REReMASEEIER (40) 47
Proceeds from disposal of associates REBENRZERIA - 31
Proceeds from disposal of property, plant and BEME  BFERZRBIHE
equipment IR 450 243
Capital expenditure e (5,882) (6,096)
Interest received R EUNSN 802 831
Decrease of time deposits with maturities FEABR=EA ZEBRFERRD
over three months 3,936 970
Net cash used in investing activities REXKFACRSFHE (123) (3,491)
Cash flows from financing activities METHIE2HERE
Capital contributions from non-controlling interests ~ 3E¥2 Il M #EZE T E 667 533
Dividends paid to shareholders of the Company BERAERRRERE 14 & 25(b) (2,751) (3,878)
Dividends paid to non-controlling interest of BATH B A R R M R
subsidiaries e 25(b) (2,933) (3.218)
Increase in borrowings fEEE M 25(b) 9,131 6,457
Repayment of borrowings BEEE 25(b) (11,728) (7,184)
Interest paid EAFE 25(b) (744) (740)
Capital element of lease paid ENHEERE R 25(b) (529) (486)
Interest element of lease paid ERHEERNE SR 25(b) (14) (28)
Acquisition from non-controlling interests [ 22 I 4 A 2 UK B - (42)
Net cash used in financing activities BETBFACRESFE (8,901) (8,586)
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Consolidated Statement of Cash Flows
HeBenaR

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

2025 2024
2025 & 2024 £

Note RMB’million RMB’million
izt ARBEEBRLT ARBBEERL

Increase in cash and cash equivalents REeRRESEEER ZEM 3,406 437
Cash and cash equivalents at 1 January MB1BzEERBSEEER 27,827 27,353
Effect of foreign exchange rate changes Exgnoxe 47 37
Cash and cash equivalents at 31 December R12A31AZRER RS EEER 25 31,280 27,827

The notes on pages 106 to 211 form part of these financial statements. 106 2211 B MM iE B AN B ik 2 —

D o
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Notes to the Consolidated Financial Statements

KA I A
§$DE TRk
For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

1

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”). 4,708,302,133 shares
of the Company is held by PetroChina Hong Kong Limited
(“PetroChina HK”), which is a company incorporated in Hong
Kong and is in turn wholly-owned by PetroChina Company
Limited (“PetroChina”), a subsidiary of CNPC, and its shares
are listed on the Stock Exchange of Hong Kong Limited. As at
31 December 2025, PetroChina indirectly owned 54.38% (31
December 2024: 54.38%) equity interest in the Company.

The addresses 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 Republic of
Kazakhstan (“Kazakhstan”), the Sultanate of Oman (“Oman”),
and the Kingdom of Thailand (“Thailand”). The Company and its
subsidiaries are collectively referred to as the “Group”.
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Notes to the Consolidated Financial Statements

2  BASIS OF PREPARATION

(a)

Statement of compliance

These financial statements have been prepared in
accordance with HKFRS Accounting Standards, which
collective term includes all applicable individual Hong Kong
Financial Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (‘HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA"), and the requirements of the Hong Kong
Companies Ordinance. These financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).
Material accounting policies adopted by the Group are
disclosed below.

The HKICPA has issued certain new or amendments to
HKFRSs that are first effective or available for early adoption
for the current accounting period of the Group, none of
these 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. The Group has not applied
any new standard or interpretation that is not yet effective
for the current accounting period.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended
31 December 2025 comprise the Group and the Group’s
interest in associates and joint ventures.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

2  BASIS OF PREPARATION (CONTINUED)

(b)

108

Basis of preparation of the financial statements
(Continued)

The consolidated financial statements have been prepared
on a historical cost basis except for financial assets at
fair value through other comprehensive income which are
stated at their fair value as explained in the accounting
policies set out in Note 40(g).

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and assumptions are based
on historical experience and various other factors that are
believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are
discussed in Note 4.
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Notes to the Consolidated Financial Statements

2  BASIS OF PREPARATION (CONTINUED)

(c) Changes in accounting policies

Amended standards adopted by the Group

The following amended standard became applicable for the
current reporting period:

° Amendments to HKAS 21, The effects of changes in
foreign exchange rates — Lack of exchangeability

This development did not have a material effect on the
Group’s consolidated financial statements which have been
prepared or presented in this consolidated financial report.

f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS

3.1 Financial risk factors

110

Exposure to foreign exchange rate risk, credit risk, liquidity
risk and interest rate risk arises in the normal course of the
Group’s business. The Group’s exposure to these risks and
the financial risk management policies and practices used
by the Group to manage these are described below.

Risk management is carried out by the management of the
Group under policies approved by the Board of Directors.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner. There has been no change to
the Group’s exposure to the risks mentioned above or the
manner in which it manages and measures the risks.

(@) Foreign exchange rate risk

The Group is exposed to foreign exchange rate risk
primarily through sales and purchases which give
rise to receivables, payables and cash balances that
are denominated in foreign currencies, i.e. currencies
other than the functional currencies of the operations
to which the transactions relate. The currency giving
rise to this risk is primarily United States dollar (“US
dollar”).

The following table details the Group’s exposure at
the end of the reporting period to foreign exchange
rate risk arising from recognised assets or liabilities
denominated in a currency other than the functional
currency of the entity to which they relate. For
presentation purposes, the amounts of the exposure
are shown in RMB, translated using the spot rate
at the year end date. Differences resulting from the
translation of the financial statements of foreign
operations into the Group’s presentation currency are
excluded.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

3 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3 HMEEBEERESMIAR
OF FINANCIAL INSTRUMENTS (CONTINUED) FE (48)
3.1 Financial risk factors (Continued) 3.1 BRI EE (8)
(@) Foreign exchange rate risk (Continued) @ IMNER (&)

Exposure to foreign currencies
(expressed in RMB)
HNERR
(MAR®SIT)
2025 2024

2025 2024 F
US dollar Thai Baht US dollar Thai Baht
RMB’million ~ RMB’million RMB’million RMB’million
AREEET AREEER AREBERT AREBEER

Accounts receivable and other MR R R A E)

current assets BE 34 12 65 5
Cash and cash equivalents RekReEHEREE 134 434 909 423
Time deposits with maturities over  FIEER#BB=EA 2

three months R 2,430 - 1,808 -
Accounts payable and accrued  [EREF R EF A E

fabiltes (108) 5) (119) (16)
Borrowings £ (3,514) - (7,186) -
Gross exposure arising from ERREERARELE

recognised assets and liabilities ZBRR (1,024) 441 (4,523) 442
The following table indicates the instantaneous TRITMAEERHRE
change in the Group’s profit after tax (and retained BRSR T ¥ 22 K & F A9 e =
earnings) that would arise if foreign exchange rates Rz ALBREHE - NE
to which the Group has significant exposure at the EwkrBEsf (REFA
end of the reporting period had changed at that date, ) MBS E (REME
assuming all other risk variables remained constant. Hi R ESERFTE) -
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3 HBEEBREERESMIAR
OF FINANCIAL INSTRUMENTS (CONTINUED) TE (&)
3.1 Financial risk factors (Continued) B E b A & (48)
(@) Foreign exchange rate risk (Continued) (@ SMNER (&)
2025 2024
2025% 20245
(Decrease)/ (Decrease)/
Increase/ increase in Increase/ increase in
(decrease)  profit for the (decrease) profit for the
in foreign year and in foreign year and
exchange retained exchange retained
rates earnings rates eammgs
FRBEAR
Ext#/ BEER
(TE)  (HD)/Bm
RMB’million RMB’mllllon RMB’million RMB |||on
ARBEEL ARWAER ARBBEERT ARKARER
US dollar e 5% (51) 5% (226)
(5%) 51 (5%) 226
Thai Baht Rk 5% 22 5% 21
(5%) (22) (5%) (1)
(o) Credit risk b) EERR

112

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk
arises primarily from accounts receivable.

As a majority of the Group’s cash at bank and time
deposits were placed with major state-owned banks
in Mainland China, major banks in Hong Kong,
and financial institutions within the CNPC Group,
management believes that the credit risk is low.
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Notes to the Consolidated Financial Statements

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)

Individual credit evaluations are performed on all
customers requiring credit over a certain amount.
These evaluations focus on the customer’s past
history of making payments when due and current
ability to pay, and take into account information
specific to the customer as well as pertaining to
the economic environment in which the customer
operates. Depending on market conditions, debtors
with balances that are past due over a certain period
would be requested to settle all outstanding balances
before any further credit is granted. Normally, the
Group does not obtain collateral from customers.

The Group measures loss allowances for accounts
receivable at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As the Group’s
historical credit loss experience indicates significantly
different loss patterns for different customer segments,
the loss allowance based on past due status is
distinguished between the Group’s different customer
bases and the customer bases are separated into the
related parties and third parties. The management
considered that the credit risk associated with
accounts receivable from related parties is low, taking
into account the financial position, past experience
and other factors of the related parties. The expected
credit loss rate for accounts receivable from related
parties is immaterial under lifetime ECLs method.
Thus, no loss allowance for accounts receivable from
related parties was recognised.
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3
OF FINANCIAL INSTRUMENTS (CONTINUED)

3.1 Financial risk factors (Continued)

114

(b) Credit risk (Continued)

The following table provides information about
the Group’s exposure to credit risk and ECLs for
accounts receivable from third parties:

Gross  Provision on
carrying Individual

amount basis
ZEREE

BEHAE BEERE
RMB’million ~ RMB’million
ARBEEL AR%EBER

giﬁﬁtﬁﬁ%&&iﬁﬂlﬂﬁ

B (#&)

3.1 Bt#5ELRE = ()

(b)

2025
20255

ECL rates
BHEE
BEX

%

EERE (&)

TREAGMALERE
= H MR RAE 2 S E
Ak RERERERYE
B

Loss
ECLs allowance

b
-1 BERE
RMB’million ~ RMB’million
ARBEERL AR%EER

Within 1 year —FR 1,832 @ 3.72% (68) (70)
Between 1t02years ~ —Z2MER 407 - 18.18% (74) (74)
Between 2to3years ~ WMZ=FR 297 - 28.28% (84) (84)
Between 310 4 years ZENER 167 (4 71.78% (117) (121)
Between4to5years  MNERFR 125 (1) 100% (124) (125)
Over 5 years TFAE 436 (224) 100% (212 (436)

3,264 (231) (679) (910)

Gross Provision on
carrying Indlividual

amount basis
ZMERIEA

FEAE HERE
RMB’million RMB’million
AREBREL AREEBER

2024
20245

ECL rates
BHEE
BiR%
%

Loss
ECLs allowance

i
EEER EEEE
RMB’million RMB’million
AREBEL AREEBER

Within 1 year —&fR 1,486 (14) 4.08% (60) 74)
Between1t02years  —ZMER 356 1) 19.72% (70) ()
Between2to3years  ME=FR 224 - 28.13% (63) (63)
Between 3 to 4 years ZENER 148 M 67.35% (99) (100)
Between4to5years  MZERER 38 ) 100% (37) (38)
Over 5 years AENE 435 (221) 100% (214) (435)

2,687 (238) (543) (781)
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

3 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3 Wﬁ@ﬁ%fiﬁ ol =N
OF FINANCIAL INSTRUMENTS (CONTINUED) {8 (48)
3.1 Financial risk factors (Continued) 3.1 BRI EE (8)
(b) Credit risk (Continued) b)) EERR (&)
ECL rates are based on actual loss experience over EHEEBEXERBA X
the past five years. These rates are adjusted to reflect hFEERBEERTE -
differences between economic conditions during ZELXBERRE L HUIBEK
the period over which the historic data has been SHEAZ&BERR  BER
collected, current conditions and the Group’s view of WAL B MR A ZEWE
economic conditions over the expected lives of the REEHGFEEBHA LB
receivables. M=F 2Rz ERETHE -
Movement in the loss allowance account in respect of FEWER BEEEERER
accounts receivable during the year is as follows: FRAZEHNT :

2025 2024
2025 5 2024 F

RMB’million RMB’million
ARBEER ARBEBET

Balance at 1 January W1 A1 B &% 781 687
Amounts written off i 8E 2 FRIB (80) (36)
Impairment losses recognised, net #&:R 2 BB EIE @ JF 58 209 130
Balance at 31 December W12 A31 B & 910 781
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3

OF FINANCIAL INSTRUMENTS (CONTINUED)

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)

Other receivables

A summary of the assumptions underpinning the
Group’s expected credit loss model for other

receivables is as follows:

Category
Bl

Group definition of category

REE R FAIHER

BEEBEEREMTALRD
FE (4R)

3.1 MBEREE(R)
(o) EERR (&)
B 1t AR
7K 58 (8 L fth 8 U 3K 0 7 A4

FEEEREANBBERE
B n

Basis for recognition of expected
credit loss provision

BRANGFEERARANER

Performing (“Stage 17)

E&E (TR

Underperforming
(“Stage 27)

B (TP E2))

Non-performing
(“Stage 3”)

TR (TFEE3])

116

Customers have a low risk of
default and a strong capacity
to meet contractual cash
flows

BEPENRREKBRETALR
EMEHWEENEE

Receivables for which there is
a significant increase in credit
risk; as significant increase
in credit risk is presumed
if interest and/or principal
repayments are 30 days past
due

JE W R IAHYE B R B 2 1 A0
87 8 &, SR & 8 e H
30K - BIRRIEERMAAE
&

Interest and/or principal
repayments are 90 days past
due

FBSAEERAIOX

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025

12 months expected losses. Where the
expected lifetime of an asset is less
than 12 months, expected losses are
measured at its expected lifetime (“12
months ECL method”)

12A AEEAEIE - WEEMTRFEY
PR 12ME A - FEHE IR E RN AR
FEHE ([12@ A EEEEE]D

Lifetime expected losses

FREHESER

Lifetime expected losses

FREMELER
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3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)
Other receivables (Continued)

Other receivables have been assessed for impairment
on a collective basis based on different credit risk
characteristics. Other receivables are categorised as
follows for assessment purpose:

Group 1 Specific provision

Group 2 Other receivables due from related
parties

Group 3 Other receivables due from other

parties

The Group has assessed that there is no significant
increase of credit risk for other receivables since
initial recognition. Thus, the Group used the 12
months expected losses and specific provision to
assess credit loss of other receivables. The Group
has assessed that the expected credit losses of other
receivables is not significant.

f B B 25 A BT

For the year ended 31 December 2025

]
|~

HZE2025F12 A31HILEE

BEREEREMIARD
= (%)

3.1 Br#5ELbgE = (48)

(b)

ERERERATE

EERE (E)
B fth JEH I (4

Hi BURKIAE RE TR
MEERBRFBIRARE
EERENE - BETF
il E A B WRIB IR AT
D

A1 BEERE
MRl2 FEYERRE T E A

A

MR8 EUEMALTEAM

IR

AEBEFHLTHBEBY
1A FE 3R DA 2R L A JE U 3k 1B
MiEERBR I EEZ G -
EHit - AEBEFH12(E A
FEHEB RS TEGTME
Hih W RIBEMEEERE -
AEELTHBERAEEM
EWRBNESREEESE
FFEK -

“ECLAFFERS

117



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3 Bf ﬁ@lﬁ%fﬂﬁﬁﬁm ITER
OF FINANCIAL INSTRUMENTS (CONTINUED) T1E (48)
3.1 Financial risk factors (Continued) 31 BRI EE (8)
(b) Credit risk (Continued) b)) EERR (&)
Other receivables (Continueq) H b fEN 0 TE (E)
The loss allowance for other receivables at amortised MR2025F 12 A 31 HikEE s
cost as at 31 December 2025 reconciles to the A 51 BR & E At Uk 3k 18
opening loss allowance as follows: EEREEBYEBEEES
HIRWOT -
Other
receivables
H th fE UK IB
RMB Million
AREBETT
Opening loss allowance as at 1 January 2024 R2024F1 A1 BT
E B HE 192
Increase in the allowance recognised in profit or FARIE P ER O
loss during the year 0 220

Closing loss allowance as at 31 December 2024 72024 %12 A 31 HRFE K

E B 412
Increase in the allowance recognised in profit or FARBRPEROEH
loss during the year o 119

Closing loss allowance as at 31 December 2025 720254 12 A 31 HRFE K

B 1R 531
No financial assets at fair value through other WEZAFEFTFTAEME
comprehensive income carry a significant exposure to HElmsemEERHYE
credit risk. REERR -
The Group has no significant concentration of credit AEBEBVESEAEFZE
risk. Bk -
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3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk

Liquidity risk is the risk that the Group will encounter
difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or
another financial asset.

The Group’s liquidity risk management involves
maintaining sufficient cash and cash equivalents and
availability of funding through an adequate amount
of committed credit facilities. Management prepares
monthly cash flow budget to ensure that the Group
will always have sufficient liquidity to meet its financial
obligations as they fall due. The Group arranges and
negotiates financing with financial institutions and
maintains a certain level of standby credit facilities to
reduce the Group’s liquidity risk.

Based on the existing level of gearing and continued
access to funding, the Group believes that its liquidity
risk is not material.

Analysis of the Group’s financial liabilities based on
the remaining period at the date of the consolidated
statement of financial position to the contractual
maturity dates are presented in Notes 28 and 29.

Interest rate risk

Interest rate risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The
Group’s interest rate risk arises primarily from
borrowings. Borrowings issued at variable rates and
fixed rates expose the Group to cash flow interest
rate risk and fair value interest rate risk respectively.
The Group’s interest rate profile as monitored by
management is set out in below.
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Aok 1 B 5 A W

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3 Mﬁ@lﬁ%fﬂﬁﬁﬁmlﬂﬁ
OF FINANCIAL INSTRUMENTS (CONTINUED) {8 (48)
3.1 Financial risk factors (Continued) 31 BRI EE (8)
(d) Interest rate risk (Continued) (d) F=E=Rp (E)

The following table as reported to the management TERGHORARAEEERE
of the Group, details the interest rate risk profile of FriE ¥ ) sl AN & B R ¥
the Group’s borrowings at the end of the reporting HEHR 2 EENER AR
period.

2025 2024
2025 20045

Effective Effective
interestrate  RMB’million NEESEE RMB’million

BERNE AR®EER ERME  ARBEET

Fixed rate borrowings: EEfEE:
Bank loans FITER 2.47% 1,693 3.02% 3,380
Loans other than bank loans BRETEFAMZER 2.21% 6,890 3.02% 11,294
Lease liabilties HERE 2.40% 677 4.28% 817
9,260 15,491
Variable rate borrowings: FEREE:
Bank loans RITER 2.52% 9,177 2.80% 8,339
Loans other than bank loans BRETETUNZER 2.26% 2,983 2.40% 449
Net exposure [\ % 28 12,160 8,788
At 31 December 2025, it is estimated that a general R2025F 12 A31H  B&
increase/decrease of 100 basis points in interest HiEHERFTE B
rates, with all other variables held constant, would Pl FAF A 100 1E
have decreased/increased the Group’s profit for the EEBESAEEFE R F
year and retained earnings by approximately RMB 91 KR AEFR D 184
million (31 December 2024: RMB 66 million). AR®I1EH BT (20244
12A318: AR%66B 8
JT) °
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f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

BEREEREMIARD
= (%)

2 EXREMER

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3
OF FINANCIAL INSTRUMENTS (CONTINUED)

w _H}ﬂ.‘ﬂ

3.2 Capital risk management

The Group’s objectives when managing capital are to
safeguard its ability to continue as a going concern,
optimise returns for shareholders and to minimise its cost
of capital. In meeting its objectives of managing capital, the
Group may issue new shares, adjust its debt levels or the
mix between short-term and long-term borrowings.

The Group monitors capital on the basis of the gearing
ratio which is calculated as the sum of interest-bearing
borrowings and lease liabilities divided by the sum of total
equity, interest-bearing borrowings and lease liabilities.
The gearing ratio at 31 December 2025 is 18.84% (31
December 2024: 21.46%).

There were no changes in the management’s approach to
capital management of the Group during the year. Neither
the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

AEEEEEAZBGERRER
FEEE 2N ABEBRRE
BEREEEREAR - REEXR
SEZEAEEBZEIH A%
Bl EITHAR A AEBEAEK
FREHREMEE 2HNAS -

AEERBERNBEX (UAFE
BERHEEE MR ABER
FFEEERHEAEZMFE)
BEER B K o 20259 12 A31 H
ZEBRBERE18.84% (2024 F
12 A31H : 21.46%) °

BEEHANRENERERT &
EFRNLEEE - KARA] R EM
BRARYIZKBINENERE
SKPRR -
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f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3

OF FINANCIAL INSTRUMENTS (CONTINUED)

3.3 Fair value estimation

122

()

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. 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
unadjusted quoted prices in active markets for
identical assets or liabilities at the measurement
date.

Level 2 valuations: Fair value measured using
valuation techniques which maximise the use
of observable market data and rely as little
as possible on entity-specific estimates. If
all significant inputs required to fair value an
instrument are observable, the instrument is
included in level 2.

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

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Notes to the Consolidated Financial Statements

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

BEEBEEREMTALD
FE (4R)

3.3 DAF{EMEE (B)

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 3
OF FINANCIAL INSTRUMENTS (CONTINUED)

-]

3.3 Fair value estimation (Continued)

(@) Financial assets measured at fair value (@) BAFEFEZTR
(Continued) BE (&)

RFEER (E)

Fair value hierarchy (Continued)

Fair value Fair value
at31 Fair value measurements as at at 31 Fair value measurements as at
December 31 December 2025 categorised into December 31 December 2024 categorised info
2025 Level 1 Level 2 Level 3 Level 1 Level2 Level 3
R2025% R2025%512831 B §
1283182 AYEFEAEA 1283182
AYE % - %= LT
RMB'million  RMB'million  RMB'million ~ RMB'million ~ RMB'million
AE¥EER ARKEET ARMEER ARMBEER ARMEET AREGET ARMEET AREEER
Recurring fairvalue ~ EEHATE

Measurements itg
Finencia assets at far ~ RAFEFAL

vaetroughother — #2EREZ

comprehensive ncome~ £BEE

- Listed -k 316 316 - - 21 21 - -

- Unlisted = i 4 - - 4 43 - - 43
During the years ended 31 December 2025 and B E 2025F K 2024 F 12 A
2024, there were no transfers between Level 1 SIBIEFE - F—HNE
and Level 2, or transfers into or out of Level 3. The TR zEWEEE . T E
Group’s policy is to recognise transfers between BABZE=-—RKBE=-HE
levels of fair value hierarchy as at the end of the e REBMHBEERIIRA
reporting period in which they occurred. FEER 2HELEEL D

WMEAREREAEE -
Information about fair value measurements B FlEFEZ EH
As at 31 December 2025 and 2024, all the listed #2025 F [ 2024 12 A
equity securities are stated at fair values, which have 1B -FBLEMZBRAE
been determined by reference to bid prices quoted in HFHUERAFEIER K
the respective stock exchanges. 2Z 5 RN
BEABMERE °
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f B B 25 A B

For the year ended 31 December 2025

HZE2025F12 A1 HILEE

3  FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

3.3 Fair value estimation (Continued)

124

(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
31 December 2025 and 2024 were not materially
different from their fair values.

The fair values of long-term borrowings are based on
discounted cash flow using applicable discount rates
based upon the prevailing market rates of interest
available to the Group for financial instruments with
substantially the same terms and characteristics
at the date of the statement of financial position.
An analysis of the carrying amounts of long-term
borrowings is presented in Note 29.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGEMENTS AND
ESTIMATES

Accounting judgments and estimates are regularly evaluated
by the Group, based on historical experience and other factors
which include expectations of future events that are believed to
be reasonable under the circumstances.

Significant sources of judgments and estimation uncertainty arise
from the impairment assessment of the LNG processing plants
and are described as follows:

Property, plant and equipment, including construction in
progress, are reviewed for possible impairments whenever events
or changes in circumstances indicate that the carrying amount
may not be recoverable. Determination as to whether and how
much an asset is impaired involves management estimates and
judgements such as future prices of natural gas, future production
costs and discount rates used in discounting the projected
cash flows. However, the impairment reviews and calculations
are based on assumptions that are consistent with the Group’s
relevant budget. Favourable changes to some assumptions may
allow the Group to avoid the need to impair any assets, whereas
unfavourable changes may cause the assets to become impaired.
Note 15 contains further information about the risk factors and
carrying amounts of the LNG processing plants.
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For the year ended 31 December 2025
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f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

REVENUE

Revenue mainly represents revenue from the sales of natural
gas, sales of LPG, LNG processing and terminal business, and
sales of crude oil. Disaggregation of revenue from contracts with
customers within the scope of HKFRS 15 by major products or
service lines is as follows:

A

WATBHERAERAREE  LPGH
& - LNG I T 2 & X 75 M iH & R i
ZWN - BB B ME LR FE 1557 E
BRAZREEFPANZIVAREEE
S ARFB BRI A DT -

2025 2024
2025 F 2024
RMB’million RMB’million
ARBEET AREBETT
Disaggregated by major products or REXEEMIRBE
service lines LRIk
— Sales of natural gas products —RARIHEE 159,824 152,090
— Sales of LPG —LPGIHE 25,091 25,601
— Revenue from LNG processing and —LNG hn T 238
terminal service AR %5 U A 8,918 9,184
— Sales of crude oll —RmiHE 146 171
193,979 187,046

The Group’s revenue are substantially derived from the sales
of goods to customers in the PRC and recognised at a point in
time. The Group has applied the practical expedient in paragraph
121 of HKFRS 15 to its sales and service contracts such that the
above information does not include information about revenue
that the Group will be entitled to when it satisfies the remaining
performance obligations under the sales or service contracts that
had an original expected duration of one year or less.

Disaggregation of revenue from contracts with customers is
disclosed in Note 33.
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Notes to the Consolidated Financial Statements

REVENUE (CONTINUED)

Accounting policy of revenue recognition:

Income is classified by the Group as revenue when it arises from
the sale of goods, the provision of services or the use by others
of the Group’s assets in the ordinary course of the Group’s
business.

Revenue is recognised when control over a product or service
is transferred to the customer, or the lessee has the right to use
the asset, at the amount of promised consideration to which
the Group is expected to be entitled, excluding those amounts
collected on behalf of third parties. Revenue excludes value
added tax or other sales taxes and is after deduction of any trade
discounts.

(i) Sales of goods

Revenue is recognised when the customer takes
possession of and accepts the products. If the products are
a partial fulfilment of a contract covering other goods and/
or services, then the amount of revenue recognised is an
appropriate proportion of the total transaction price under
the contract, allocated between all the goods and services
promised under the contract on a relative standalone selling
price basis.

(i) Rendering of services

The Group’s revenue from rendering of services is primarily
attributable to provision of LNG gasification and unloading
services. Revenue from the rendering of these services
is recognised in the profit or loss upon the gasification or
unloading of LNG.
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For the year ended 31 December 2025
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ok 3 S 25 A M R

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

6  OTHER GAINS, NET

6 Hittizs - HE

2025 2024
2025 £ 2024
RMB’million RMB’million
ARBBEETT AREBHETT
Net exchange gains/(losses) bE 5 e (E518) F 5 21 (59)
Rental income e A 451 386
Government grants and others R i B & B 675 1,193
1,147 1,520

7  INTEREST INCOME 7 FRUA

Interest income on:

2025
2025 F

RMB’million
ARBEET

B ZHMBWA:

2024
2024 F
RMB’million
AREBHETT

— Amounts due from related parties — FE UG A B 5 3B 297 208
- Bank deposits —iRITER 398 660
695 958
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EMPLOYEE COMPENSATION COSTS

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

8 EEMERA

2025 2024

2025 F 2024 %

RMB’million RMB’million

AREEBEETT ARBEHEETT

Salaries, wages and allowances e TERER 5,205 5,302
Retirement benefits scheme contributions  :RK & 5T &4 5 520 528
5,725 5,830

As stipulated by the regulations of the PRC, the Group
participates in various defined contribution retirement plans
organised by municipal and provincial governments for its
employees. The Group is required to make contributions to the
retirement plans at rates ranging from 14% to 20% of the salaries,
bonus and certain allowances of its staff. The Group has no other
material obligation for the payment of pension benefits associated
with these plans beyond the annual contributions described
above.

The Group did not have any forfeited contribution for the year
ended 31 December 2025 in connection with the defined plan
operated by municipal and provincial government.
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

9 INTEREST EXPENSES 9 FEZH

2025 2024
2025 & 2024 £

RMB’million RMB’million
ARBEETT AREBEETT

Interest expenses on: BHEZFEZH:
Bank loans RITER 356 392
Senior notes BEER 52 140
Other loans, from: HME®  8:
— China Petroleum Finance Co., Ltd — R AR A A
(“CP Finance”) ([HmBr#s]) 271 275
Interests on lease liabilities HEsGBEZFE 14 28
693 835
Less: Amounts capitalised BB e R (43) (32)
650 803
Amounts capitalised are borrowing costs that are attributable to Bt REENaRtcEEM
the construction of qualifying assets. The average interest rate BAMEERA - EE 2025912 A31 H
used to capitalise such borrowing cost was 3.18% per annum for EFE BN UHWEEEXNAFTAZ
the year ended 31 December 2025 (2024: 3.41%). T FF|E53.18% (2024 F : 3.41%) ©
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Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

10 PROFIT BEFORE INCOME TAX EXPENSE 10 BRATBHERAER
ltems charged in arriving at the profit before income tax expense BRATISIHE AN E MR TIER
include:

2025 2024
2025 & 2024 £

RMB’million RMB’million
ARBERTT AREBHETT

Auditors’ remuneration % ELED BN

— audit services — R 28 29

— non-audit services — IR EBR TS 11 3
Cost of inventories recognised as expense W2 AMH X 2 7&K & 169,285 161,750
Depreciation charge and depletion of - BEREBIITE

property, plant and equipment X RERE

— owned assets -BBEE 4,597 4,547

— right-of-use assets —FREEE 597 531
Amortisation cost of LATIEE 2 B EA AR

— intangible assets —mIEE 79 82
Depreciation, depletion and amortisation 7 & - 185 & # 8 5,273 5,160
Impairment losses on property, plantand 4% « /= MR ERIE

equipment &8 732 565
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Aok 1 B 5 A W

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

11 DIRECTORS’ AND EMPLOYEE’S EMOLUMENTS 1 EERETIZENE
Details of the emoluments of directors for the years ended 31 H E 2025 &2024F 12 B31 B L4
December 2025 and 2024 are as follows: EREECMESFBNT :

132

2025
20255
Salaries,
allowances Retirement
Directors’ and benefits  Discretionary scheme
fees in kind bonuses  contributions 2025 Total
¢ 28
ExHd REEEA REBTEA  RIFHEIER 2025 F 4 5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET R ARETR ARET T ARET T AR®T R
Directors: EEN
Mr Liu Guohai (appointed ~ 2IB1/8 %4 (R
on 1 April 2025) 20254 A 1H
BZA) - - = = =
Mr Fu Bin (resigned 8 5 4 (R
on 1 April 2025) 20054 F 1A
B) - - - - -
Mr Qian Zhija (resigned ~ $AF %4 (R
on 30 Jan 2026) 2026%1A30H
B) - - - - -
Mr He Yongli (appointed & 7k Fll % 4 (R
on 30 Jan 2026) 20261 A30H
BZAE) - - - - -
Mr Gao Xiangzhong BRREE (R
(resigned on 202563 4250
25 March 2025) BHE) - - - - -
Ms Lu Jing BEXTL - - - - -
Mr Qi Zhenzhong R B 58 A (R
(appointed on 20253 A25H
25 March 2025) BZE) - - - - -
Dr Liu Xiao Feng (resigned I8z 1& 15+ (R
on 29 May 2025) 202545 A 29 A
BHE) 114 - - - 114
Mr Kwok Chi Shing BEREE (R
(appointed on 20255298
29 May 2025) BZAE) 161 - - - 161
Mr Sun Patrick FTRERE 275 - - - 275
Mr Tsang Yok Sing Jasper & $EA% 50 & 275 - - - 275
825 - - - 825
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Notes to the Consolidated Financial Statements

11 DIRECTORS’ AND EMPLOYEE’S EMOLUMENTS

Details of the emoluments of directors for the years ended 31

December 2025 and 2024 are as follows:

Directors
' fees

23
RMB'000
N

Salaries,
allowances
and benefits
in kind

RMB'000
ARETTT

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

EERETIZH= (&)

B E 20254 {2024 12 A31 H L4
EEEEZMEFBOT :

2024
20245

REEEN
scheme
contributions

Discretionary
bonuses 2024 Total
BT
RMB'000
ARET T

RIRGTEIfAR
RMB'000
ARETTT

2024 F a5t
RMB’000
ARBTT

Directors: 5%
Mr Fu Bin R 5% 4 - - - - -
Mr Qian Zhijia BARLE - - - - -
Ms Lu Jing (appointed BERL (R
on 8 May 2024) 200445 A8H
BZA) - - - - -
Mr Zhou Yuanhong FERBEE (R
(resigned on 202455 H8H
8 May 2024) B) - - - - -
Mr Gao Xiangzhong BRREE (R
(resigned on 202563 4250
25 March 2025) BHE) - - - - -
Mr Qi Zhenzhong Bk B AE (R
(appointed on 20253 250
25 March 2025) BEZE) - - - - -
Dr Liu Xiao Feng BEetg + 274 - - - 274
Mr Sun Patrick FEERE 274 - - - 274
Mr Tsang Yok Sing Jasper & $EA% J¢ & 274 - - - 274
822 - - - 822
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

11 DIRECTORS’ AND EMPLOYEE’S EMOLUMENTS
(CONTINUED)

In addition to the directors’ emoluments disclosed above, certain
directors of the Company receive emoluments from other CNPC
group companies they are employed to. No apportionment has
been made as the directors consider that it is impracticable to
apportion this amount between their services to the Group and
their services to other CNPC group companies.

The five individuals whose emoluments were the highest in the
Group for the year including zero (2024: zero) director whose
emolument is reflected in the analysis presented above. The
emoluments paid or payable to the remaining five (2024: five)
individuals during the year are as follows:

11

EERETI2ME (&

REXHBENESHMIN  ARFHE
TEENTREXENEMRHRERR
ABEHH AR EFTR RN EEY
AEBEMRGETSHEMTHREER
NEINRG 2B #Z e BT ER
WAL A ) o

ARFEEAEBRE RS HNEALTEE
TH(2024F - TR)EE - BHEZM
SER LMD R - FRZ
JEN T8 TRA (20245 : BE) * A
TMEnT

2025 2024

2025 & 2024 %

RMB’000 RMB’000

ARET R AR¥TF T

Salaries and other emoluments FrehEAme 5,064 5,243
Discretionary bonuses BB TEAT - -
Retirement scheme contributions RIRET B R 414 452
5,478 5,695

The emoluments fell within the

Number of Individuals

MENFTHEE:

following band:

Below HK$1,000,000
HK$1,000,001 to HK$1,500,000

1,000,000 8 7L T

1,000,001 7 7T £ 1,500,000 8 7T

BRI A
1 1
4 4

None of the Directors has waived their remuneration during the
year ended 31 December 2025 (2024 Nil).

During the year ended 31 December 2025, the Company did not
incur any severance payment to any director for loss of office or
any payment as inducement to any director or to any of the five
highest paid individual to join the Company (2024: Nil).
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

INCOME TAX EXPENSE 12 FrSHEHR
2025 2024
2025 2024 £
RMB’million RMB’million
AREEBEETT AREBETT

Current tax ENEA 8

-PRC — 2,973 3,066
— Overseas —F5N 33 42
3,006 3,108
Deferred tax (Note 30(b)) IE FE B 1R (B & 30(b)) 189 20
3,195 3,128

In accordance with the relevant Mainland China income tax rules
and regulations, the Mainland China corporate income tax rate
applicable to the Group’s subsidiaries in the Mainland China
is principally 25% (2024: 25%). The operations of the Group
in certain regions in the Mainland China are qualified for tax
incentives in the form of a preferential income tax rates ranging
from 15% to 20% (2024: 15% to 20%).

Hong Kong Profits Tax has not been provided for as the Group
has no assessable profit subject to Hong Kong Profits Tax for the
year (2024 Nil).

Income tax on overseas profits has been calculated on the
estimated relevant assessable profit for the year at the applicable
rates of taxation prevailing in the jurisdictions in which the Group
operates.

In 2021, the Organisation for Economic Co-operation and
Development published the Global Anti-Base Erosion Model
Rules (“Pillar Two model rules”) for a new global minimum tax
reform applicable to large multinational enterprises. The Group’s
operations are mainly located in the PRC where Pillar Two income
tax legislation is not implemented. So far the Pillar Two model
didn‘t have a significant impact on the consolidated financial
statements and no Pillar Two income tax was recognized during
the year ended 31 December 2025.

ERERERATE

BEMRBERRAMAEHRERNE
FBEARAEBRFT RN ZMEB
RAZPBAHEEESHEERETE
B25% (2024 4F : 25% ) o ANE B £
BAE TR ZEEFARBER
G ZEEEUARSHBE R 2
I MARENR15% Z 20% (2024 F -
15% & 20%) °

HRARERANFEEL BEAGREL
MEHOERTEN - HAL B FB
ST AR B (2024 5F « &) -

BINER Z FRIERERAFE Z A5
HEERF SN R AN EEESREZ
RAEER ZRITERANERTH -

20214 - iOE A EM B RABMBME M T
BARAAEBRCENEZHE2ERKE
M TR E 0T HIR A ([5
TXEERRA]D  AEEMNEEE
BANREMARERE S EEFRER
MAPRZEAREFBER - BB ATAL
FoIREBEARBNEEHTBERE R
EEEEATE E#HZE2025F12 A
STHMEERN B ERRE I
FR1SH -
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

12 INCOME TAX EXPENSE (CONTINUED) 12

The tax on the Group’s profit before income tax expense differs
from the theoretical amount that would arise using the corporate
income tax rate in the Mainland China applicable to the Group as
follows:

FiehER (|

NE& EBRFT1S 5B ARG A 2 B 5K R
RBRERNRASEE 2 PE A B EAMR
BRREMGTECEwmEeBEIEREN
T

2025 2024
2025 5 2024 F

RMB’million RMB’million

ARBEERT ARBAETT

Profit before income tax expense bR PT1SEE & A A A 11,661 12,635
Tax calculated at a tax rate of 25% LR 25% (20244 1 25%)

(2024: 25%) FEZIE 2,915 3,159
Effect of different tax rates MEZR 728 (268) (297)
Tax effect of income not subject to tax BEHHRMAZRIGEE (177) (174)
Tax effect of expenses not deductible for ~ FA] H1FL % 2 T fS 2 &

tax purposes 282 211
Tax effect of share of profits less losses of &k Bt & A B1% AR E 18 2

associates DA (135) (114)
Tax effect of share of profits less losses of fE{HA B EH AR EE 2

joint ventures ik % (78) (92)
Tax effect of deferred tax not recognised ~ RIERIELERE 2 FiF T 2 359 111
Tax effect of withholding tax on dividends 2 Ug sk fEUK IR B 2 TEFOIFL 2

received or receivable ki 297 324
Income tax expense PSS 3,195 3,128

The income tax rate used in the calculation above is the Mainland
China tax rate which is the jurisdiction where the operations of the
Group are substantially based.
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Notes to the Consolidated Financial Statements

13 BASIC AND DILUTED EARNINGS PER SHARE

14

(@)

The calculation of basic earnings per share is based on
the Group’s profit attributable to shareholders of the
Company of approximately RMB 5,346 million respectively
(2024: RMB5,960 million), and the weighted average
number of ordinary shares in issue during the year ended
31 December 2025 of approximately8,659 million shares
(2024 8,659 million shares).

Diluted earnings per share for the year ended 31 December
2025 and 2024 are the same as the basic earnings per
share as there were no potentially dilutive ordinary shares
issued.

DIVIDEND ATTRIBUTABLE TO SHAREHOLDERS OF
THE COMPANY

(1)

Dividends proposed to shareholders of the
Company attributable to the year

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

13 SREXRBERF

(@)

SREREFTIRBEARNGRE
FE(E ARG B 2 im | H AR M 5,346
BE T (2024F : AR#5,960
BB UWREZE2025F12A4
S1HIEFEEBITE @A INETF
¥ 81 478,650H & % (2024 4F :
8,650 A ER)FTE -

HRWEETE SO BT AR
A &= 2025 F 2 2024 F 12 A 31
HIEFEZzSRBEAFETR
BERZFER o

14 RQTIRRELKE

(1)

ARBEETR

Elifﬁﬁfﬁii)ﬁé%zliﬁﬁ
3

Y 2 20N

2025
2025 £

2024
2024
RMB’million
AREBEBET

RMB’million

Proposed final dividend for 2025

BR 2 7 2025 F R HA

(note (a)) AR 8. (Fif3E (a) 1,297 -
Interim dividend for 2025 (note (b)) 2025 F B B
(FFE (o)) 1,437 -
Final dividend for 2024 (note (c)) 2024 FARERT S (T () - 1,314
Interim dividend for 2024 (note (b)) 2024 F F HIfE B
(P 5 (b)) - 1,421
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

14 DIVIDEND ATTRIBUTABLE TO SHAREHOLDERS OF
THE COMPANY (CONTINUED)

() Dividends proposed to shareholders of the
Company attributable to the year (Continued)

Notes:

(@) At the meeting on 24 March 2026, the Board of Directors
proposed final dividend attributable to shareholders of the
Company in respect of 2025 of RMB 14.98 cents per share
amounting to a total of approximately RMB 1,297 million. The
amount is based on approximately 8,659 million shares in issue
as at 24 March 2026. The consolidated financial statements
do not reflect this dividend payable as the final dividend was
proposed after the date of the statement of financial position
and will be accounted for in equity as an appropriation of
retained earnings in the year ending 31 December 2025 when it
is approved at the 2025 Annual General Meeting.

(b) At the meeting on 19 August 2025, the Board of Directors
has declared a payment of an interim dividend attributable to
shareholders of the Company for the six months ended 30
June 2025 of RMB16.60 cents per share, amounting to a total
of approximately RMB1,437 million. The amount is based on
approximately 8,659 million shares in issue as at 19 August
2025 which was paid on 23 October 2025. (six months ended
30 June 2024: RMB16.41 cents per share, amounting to a total
of approximately RMB1,421 million).

(c) Final dividend attributable to shareholders of the Company in
respect of 2024 of RMB15.17 cents per share amounting to a
total of approximately RMB1,314 million was approved by the
shareholders in the Annual General Meeting on 29 May 2025.
The amount is based on approximately 8,659 million shares in
issue as at 25 March 2025 which was paid on 18 July 2025.

(i) Dividends payable to shareholders of the
Company attributable to the previous financial
year, approved and paid during the year

14 AQTRREGRER ()

(i)

(i)

AEERIKRETAQT
IRV B (4])

Bt

(d) TR2026F3F24HBTHEE
F EEgEEM2025F A
NABREIREARPEREFRA
R#14.98% & H£HWABARE
1,297 B & JC ° 7% & 78 5 12 2026
F3H24H 48,650 B D %
TTRMETE - SR BIRERI A
RBRZ R AR S - B AR B S
TR AR R AEARER - I
HETE2025 FREBEF ARG L&
BHERIEREE2025F 12 A
31HIEFEMRF AR DB
AR o

(b) 202548 A19HEITHEZ
F EFeERARARREIR
= 2025966 A30H 1L E A
ZHEREERARK 16.605
BEAHKHARE1437HET -
ZeEIEN2025F8 A19H
B 177 498,659 F B IR IR 15 5t
& W2 R2025%F 108238 &
(B ZE 2024456 A30H 1L/~ @
A HHRESRARK16.41
N REEHOARK 14218
BT °

© 2024 F K2 7] R FE (5 R H R
BERARBA517TS  AHA
HOARB13148ET 2R
2025% 5 A29 H E WA F KX
CLEEREIE - ZSEER
20254 3 425 H 48,659 A & X
BEITROEE - WER2025
F£7 18 B -

2025 £

RMB’million RMB’million

ARBEETT AREBETT

Final dividend in respect of the previous _t — B B £F & #) < HA AL &
financial year, approved and paid (RAFEHE R

during the year

1,314 2,457
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

15 PROPERTY, PLANT AND EQUIPMENT

15 M=% - BERRE

Leasehold Equipment
landleased  Oil and gas and Motor Construction
Buildings ~ forownuse properties  machinery vehicles Others  in progress Total
EENEER R
hE B ARIE ug
RMBmilion ~ RMB'miion ~ RMB'miion ~ RMB'milion
AE¥BEL ARHBE i1 AREBER
Cost oA

Balances at 1 January 2024 RN4EIR1BES 5319 5044 1516 81,64 1369 4,368 11,981 11,441
Cumency translaon cferences EBELEE 1 - 7 1 1 - - Rl
Additions HE 303 312 B 7 59 10 4,61 497

Acauistion through business ERERAMENNE
combination - 7 - - - - - 7
Disposals RE (390) @79 - (1,989 (252) () ) (3176
Transfers £ 114 7 - 3310 11 u (35%) -
Reclssifcation EEip 01 - - (1,356) 8 1129 - -
Balances at 31 December 2024 HNUE12 A3 BER 5,568 5,001 1578 81,865 1,19 553 12461 113,289
Balances at 1 January 2025 NN A1RES 5,568 5,091 1578 81,865 1,194 5,532 12,461 113,289
Cunency translaton cferences SHERZE ] - £ | - - 2 4
Additions HE 197 1% 3 328 4 6 4510 5311

Acquition trough busiess ERERAMEANE
combination 8 50 - 55 1 9 4 147
Disposals RE (321 (233) (1) (2176) (215) (17) (36) (3179
Transfers 1 4 17 - 3,251 % 245 (3,959) -
Recassifcation EEipL 40 (181) - (1,550) 1 1,290 - -
Balances at 31 December 2025 R E12 A RER 6,315 4940 1,631 81,774 1,059 6,911 12,982 115,612
ERRRERAT —BoAEFEHS 139
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

15 PROPERTY, PLANT AND EQUIPMENT (Continued) 15

ME - BRERRE ()

140

Leasehold Equipment
landleased  Oil and gas and Motor Construction
Buildings ~ forownuse properies  machinery vehicles Others inprogress Total
EENEER RHR
By CBEtH  RARME  REREE hE B  ARIE 48
Bmiion ~ RMB'millon miion ~~ RMBmilon ~~ RMBmilon ~~ RMBmilon ~~ RMBmilon ~ RMBmilion
AEEBET \BMEET ARMAET ARNEET ABKEAT ABMEET AREGEN AREEER
Accumulated Depreciationand ~ ZiTHTERHE
Impairment
Balances at 1 January 2024 RNA4EIR1BES 2015 579 1200 33,641 1,008 2281 263 43409
Cumency translaion cferences SHERZE 1 - % 1 1 - - 7
Charge forthe year KEESH 0 19 1 425 5 19 - 5078
Disposals RE 299 9 - (1,79 228 (146) @ (2587
Impeiment HE 46 - - (267) - Iy 746 565
Reclassifcation EEipl 57 - - (29 5 461 - -
Balances at 31 December 2024 HNUE12 A3 iR 2212 682 1290 3,283 839 283 3304 16,492
Balances at 1 January 2025 NNBE1A1RER 2212 662 1,20 35,283 839 2832 3,354 46,492
Currency translaion cferences SHERZE [l - $ 1 - - 2 I
Charge for he year REERHE 468 119 4 4,168 6 o - 5,194
Disposals RE (317) (104) (21) (1,774) (202) (116) (%4 (2,568)
Impairment HE 8% - - 547 2 57 4 I/
Reclassfication EHp 12 (69) - 1) 1 692 - -
Balances at 31 Dacember 2025 RABEAIRER 2,569 669 1,352 31401 108 3,736 3363 49,804
Net ook value: EERE:
Balances at 31 December 2025 HE1 A AES 3,746 41 2 uam %1 3,175 9619 65,718
Bakncesot 81 December 2024 RO0ME 12481 B R 3,35 4409 28 1658 %5 2700 9107 66,797
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15 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The buildings of the Group are mainly located in the PRC.

Other assets mainly comprises of containers, roads, bridges and
others.

Certain of the Group’s property, plant and equipment are situated
on leasehold land in the PRC which was granted for use by the
relevant government authorities to the Group at nil consideration
with no specific terms of usage.

As at 31 December 2025, certain property, plant and equipment
of the Group amounting to RMB657 million (31 December 2024
RMB906 million) were mortgaged to banks for loan facilities
granted to the Group.

Uncertainty in revenue forecast, production costs, changes in
operating conditions and economic outlook gave rise to possible
indicators that the carrying amount of the property, plant and
equipment attributable to the LNG processing plants as at 31
December 2025 might be impaired. Each LNG processing plant
operated by the Group has been identified as a separate cash
generating unit (“CGU”) for impairment assessment purposes.
The Group has conducted impairment tests and the recoverable
amounts are determined using the higher of fair value less costs
to sell and value in use, which involved significant assumptions
such as revenue forecast, future production costs and discount
rates.

As at 31 December 2025, the cost, accumulated depreciation,
accumulated impairment and net book value of Group’s property,
plant and equipment relating to the Group’s LNG processing
plants were RMB14,101 million, RMB4,193 million, RMB4,336
million and RMB5,572 million, respectively (31 December 2024:
RMB14,146 million, RMB3,858 million, RMB4,111 million and
RMB 6,177 million, respectively). For the year 2025, RMB311
million impairment was recognised for LNG processing plants.
(2024: RMB 678 million impairment was recognised and RMB395
million reversal of impairment was recognised).

Discounted cash flow was used in value in use calculation of the
LNG processing plants. Future cash flows were discounted using
pre-tax discount rates ranging from 10.50% to 14.20% for the
current year (2024: 11.00% to 15.36%).

15

=
EB

WERBRAT

f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

W3 - BERR A (8)
AEEZEFEELNTE -

HWEETEBRERME BB B
R At
AEEETYE BEARBEALR

PEzEEL M E MEZLMWEHAMN
AR HENTRESN R T AEEE
A BEFEERBR -

MR2025F 12 A31H  AEBAH AR
657 A& T (202412 A31 8 - A
E%%GE%%)E’J**?%% %5 &

BREERAEEER 2 EFRRE KT
FIRIT ©

IR TE RN K A EE P AR TN REE 1
J/\/(&%«%JL‘%/R&%«/HH‘ ‘?\E}] """"" ﬂﬁ 5—#
BATRE IR F R R E £2025F 12
AB1THILNGINTHMEEZE - BE &
BRENREDEETESRE A5F
CEMNSZINGII ITHmE W &R AE—
ReELEMN((ReEELEEM]) N
ITRERE - AEBBEEITRERR
AT El & B A AP ENRE B KA
éﬂﬁEﬁHFﬁﬁﬁﬁ%#f%‘%Mﬁ%ﬁﬁE
R HAp R ARRATER - KRR A
FERZK&?EIET**ENEJ‘“

MN2025%F 12 A31 0 - EEAR & ELNG
MIBEBNAEEYE  BE &K
BHKA  BFHiTE - 2 BEKRE
HFESINAEARKI4101BE T
AR¥EA193HE L AR 43365
BTk AR5 5728 8T (2024 F 12
A31 B :HRAARK14146 B E T
AR®388FETL  ARK4111H
BITRAREG17TTEET) ° 20254
B REBEALNG TR EARK
S11BEET  EREREED (2024 F :
EARKE67T8EE L MRBMERE A
R¥ESBSHETL) °

WHRBSRE ANEGTELNG T HE
)EEHTTE ZKEEE *Xiﬁimuiﬂfﬁ
BN F10.50% Z 14.20% (2024 4 :
11.00% £ 15.36% ) B BT 37 3R R #E 1T
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

15 PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 15 W% - MENE (&)

Right-of-use assets FHEEE
The analysis of the net book value of the Group’s right-of-use NTRAEEREBAEERNE D 2
assets by class of underlying asset is as follows: FREEEREFES I

31 December

31 December

2025 2024
2025 F 2024 FF
12A31H 12 H31H
RMB’million RMB’million
ARBEETR AREBET
Buildings BF 0] 509 451
Leasehold land leased forownuse TAENUEE A2 HELH (i) 4,271 4,409
Equipment and machinery B (i) 79 64
Motor vehicles bt 28 33
Others HEMIEE 98 165
4,985 5,122

The analysis of expense items in relation to leases recognised in HRERERACHEEB X HIEER

profit or loss is as follows: AT

2025
2025 F

RMB’million
ARBEETT

Depreciation charge of right-of-use assets ZiHBEEEERIZI D 2

2024
2024
RMB’million
AREBHETT

by class of underlying asset: FREEENE L.

Buildings BF 284 242
Leasehold land leased for own use MENEBRZEELH 179 196
Equipment and machinery BN 60 30
Motor vehicles A 18 12
Others Ht 56 51

597 531
Interest on lease liabilities (Note 9) HEAEMNE (H:E9) 14 28
Expense relating to short-term leases Ha %8 BAFH S AHRE 2 2 356 355
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15 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Right-of-use assets (Continued)

During the year, additions to right-of-use assets were RMB
617million (2024: RMB801 million). RMB 49 million right-of-use
assets (2024: Nil) was acquired through business combination
during the year ended 31 December 2025.

Details of total cash outflows for leases is set out in Notes 25(c).

0)

(i)

(i)

Buildings

The Group has obtained the right to use buildings as its
warehouses and offices through tenancy agreements. The
leases typically run for an initial period of 2 to 10 years.

Leasehold land leased for own use

The Group has obtained the right to use of certain leasehold
land in the PRC. The leases typically run for a period of 10
to 50 years.

Equipment and machinery

The Group leases equipment and machinery under leases
expiring from 16 to 20 years. Some leases include an option
to purchase the leased equipment at the end of the lease
term at a price deemed to be a bargain purchase option.

f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

15 W% BERRE (&
EREEE (H)

FR - FRAEEEAEAAREKGITE
BT (2024F - ARBSOIBETT) ©
HE2025F12A31BILFEEBE
BAHESARE49EE T (2024 F ¢
m)FRBREE -

MEREMEARE 2 FFEHIN T
25(c) °

0)

(i)

(i)

ERERERATE

EEBHESORSERE
FRRE BT 2R -
—RiE  BEAERENS SHW
FELTHF

HEMFER 2 HE i

AEEEREETURFEZE
EtzERE - —RME A
MHESMTFERL+F -

R R

AEERBER+TANFE-TFA
EmcHEEHERB RS -
MoHERSEERE REHE
MR AR ERE R R
ZERBEEEREERRE -
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f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

15

144

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Depreciation methods and useful life

Depreciation to write-off the cost of each asset, other than oil and
gas properties, to their residual values over their estimated useful
lives is calculated using the straight-line method.

The Group uses the following useful lives for depreciation

purposes:

— Buildings 40 years or over the remaining
period of respective leases
whichever is the shorter

— Leasehold land leased for lease term
own use

— Natural gas pipelines 10-30 years

— Equipment and machinery 4-30 years

— Motor vehicles 4-14 years

— Others 5-12 years

The cost of oil and gas properties is amortised at the field level
based on the units of production method.

No depreciation is provided for construction in progress until the
assets are completed and ready for use.

See Note 40(e) for the other accounting policies relevant to
property, plant and equipment.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

16 INVESTMENTS IN ASSOCIATES 16 REBEQNT2zRE
There is no individually material associate which significantly TERBEANEEZ ZHMERNRHAE
affects the results and net assets of the Group at 31 December MR2025F 12 A1 HZ X EREEF
2025. BEENERTE -
Aggregate information of associates that are not individually ER T TEZZEERRIZEHER
material:

2025 2024
2025 2024 F

RMB’million RMB’million
ARBEERT ARBBETT

Aggregate carrying amount of individually — {E 7|~ & 2 7 Bt & A 8]
immaterial associates in the consolidated ~ #R& BI &k 2
financial statements AR A 9,023 8,567

Aggregate amounts of the Group’s share  ANEE E(RZEH 2 A [

of those associates’ B

— Profit — 5 A 773 599

— Other comprehensive income —H 2w (90) 31
Total comprehensive income EHEMEBTE 683 630
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

17 INVESTMENTS IN JOINT VENTURES 17 REBELEEZRE
There is no individually material joint venture which significantly WEENBEZE,ABELEHAEEH
affects the results and net assets of the Group at 31 December MR2025F 12 A1 HZ ¥ EREEF
2025. BEKNEATE -
Aggregate information of joint ventures that are not individually ERTEEZECZEERLECEHER
material:

2025 2024
2025 2024

RMB’million RMB’million
AR®BEER ARBEET

Aggregate carrying amount of individually fEARITEZ 2 5 E D ER
immaterial joint ventures in the HREMBHRE 2
consolidated financial statements HRREE 6,175 6,157

Aggregate amounts of the Group’s share ARNEBERZEZEEEDE

of those joint ventures’ L IBEEE

— Profit — 3t A 464 527

— Other comprehensive income —H 2 mEK S (29) 20
Total comprehensive income 2HENE BT 435 547
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

18 INVESTMENTS IN SUBSIDIARIES 18 NBARIZIRE
Details of the principal subsidiaries are set out in Note 36. EHAFZEMB AR ZFIEEMNHIFES6
The following tables list out the information related to PetroChina TRIHPBEARTEHFRIERA aﬁﬁ
Jiangsu LNG Co., Ltd. (“Jiangsu LNG”) which is a subsidiary of BAE (CIELNG ) 2 HHEE R -
the Group which has material non-controlling interests (“NCI”). RABAREBERSENIELET IEV i
The summarised financial information presented below represents ([FE¥ERI ] MHTB AR « AT
the amounts of NCI portion before any inter-company elimination. 25z ERBERREMAQT

R SH AT FEAE R M R F D 2 278 ©

Jiangsu LNG
L& LNG
2025 2024

2025 F 2024 £
RMB’million RMB’million
AREBEETT ARBEEHET

NCI percentage RS MR A DL 45% 45%
Current assets MBEE 3,602 2,994
Non-current assets EMEBNEE 3,744 3,825
Current liabilities mENBE (338) (210)
Non-current liabilities ERBEE (98) (89)
Net assets BEFE 6,910 6,520
Carrying amount of NCI FEfEH MR AR E (A 3,110 2,934
Revenue WA 3,268 2,802
Profit and total comprehensive income FR&EF R EER B

for the year 1,975 1,532
Profit allocated to NCI Z ISR 2 m F 889 689
Dividend paid to NCI EH FEPE R 2 B 743 675
Cash flows generated from operating KEEBS HEERE

activities 2,361 1,874
Cash flows used in investing activities KBEEBMBZRERE (654) (380)
Cash flows used in financing activities BREETHACHEERE (1,650) (1,500)
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

18 INVESTMENTS IN SUBSIDIARIES (CONTINUED) 18 MMIBRTIZIRE ()

148

The following tables list out the information related to PetroChina
Jingtang LNG Co., Ltd. (“Jingtang LNG”) which is a subsidiary of
the Group which has material non-controlling interests (“NCI”).
The summarised financial information presented below represents
the amounts of NCI portion before any inter-company elimination.

TRINEFBEAEREBRICRARE
RAR (TRELNG) ZHEEH - %
RAR/NEBEBE ARG S
(TFEf=b s ) WIEB AR - AT
2B HERBERIEREM AR
EORSHRIIEE IR 2 25 -

Jingtang LNG

HELNG

2025 2024

2025 2024 %F

RMB’million RMB’million

ARBBEET ARBBETT

NCI percentage FEEHIE R B DL 49% 49%

Current assets MBEE 3,805 3,309

Non-current assets EMBEE 3,338 3,548

Current liabilities mBEE (238) (246)

Non-current liabilities ERBEE (&) 6)

Net assets BEEFE 6,902 6,605

Carrying amount of NCI SEVEGIE R R BRE(E 3,382 3,236

Revenue WA 1,820 2,071

Profit and total comprehensive income FRHEMN R RSB

for the year 899 1,034

Profit allocated to NCI 7 BE 2 FEIEHI I R R 2 e 441 507

Dividend paid to NCI EAT ISR 2 IR B 294 204
Cash flows generated from operating KEXBSZRERE

activities 1,164 1,284

Cash flows used in investing activities REEBAZRERE (562) (576)

Cash flows used in financing activities MEEZHMAZESRE (602) (1,203)
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

19 INTANGIBLE ASSETS 19 BFEE
The intangible assets mainly comprise goodwill, contract BEREEETEZERERE ARBE-
relationships, franchised rights and computer software costs. The R EREKBEREA BREEE
movements in intangible assets are as follows: BET

2025 2024
20255 2024
Goodwill Others Total Goodwil Others Total

He Rt EH AE it it
RMB'million RMB'million RMB'million  RMBmilion ~ RMBmilion  RMB'milion
ARMERT ARMEBR ARREER ARKEET ARKEET ARREET

At 1 January W1 A1H 406 1,120 1,526 516 1,239 1,755
Additions RE - 46 46 - 6 6
Disposal BE @ (66) (69) . ) )
Amortisation for the year (note ()~ REE B35 (I5E () - (79 (79 - (82) (82)
Impairment AE (49) (136) (185) (110) - (110)
At 31 December R12A31H 355 885 1,240 406 1,120 1,526
()  The additions of goodwill were mainly due to the Group’s () BEEREIZHREIEEXRAR
acquisition transactions of natural gas sales segment. HERBNKERS -ABEBR
Amortisation of intangible assets with finite useful lives is AERFHR B EECEIED
charged to profit or loss on a straight-line basis over the REEMFAIEAFHRNNER
assets’ estimated useful lives. SETEE PR o
Both the period and method of amortisation are reviewed BN FHLR R A SFER -
annually.
See Note 40(f) for the other accounting policies relevant to Bt mpEEMB 2 2 BR
intangible assets. R FE40(f) ©
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

LY V2

AH 2 E UL

>

20 FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER 20 %4

COMPREHENSIVE INCOME

Equity securities designated at FVOCI:

BE/BEAFESAEME

it
&

2025 2024
2025 & 2024 £

>
ZEME

/)
[
]

RMB’million
ARBEETT

RMB’million
AREBEETT

HR T E 2 RAE S
— Listed in Australia — PR AA R BT 48 19
— Listed in Hong Kong —REB L™ 3 3
— Listed in the Mainland China —RAH B KR BT 265 199
— Unlisted in the Mainland China — B KREEIEET 43 43
359 064

The carrying amounts of the Group’s financial assets at fair
value through other comprehensive income in the consolidated
statement of financial position by the measurement hierarchy are
set out in Note 3.3(a).

The Group designated financial assets at fair value through other
comprehensive income at FVOCI, as the investments are held for
strategic purposes.

No dividends were received on these investments during the year
(2024 Nil). Fair value Gain on financial assets at fair value through
other comprehensive income of RMB 73 million (2024: Loss
RMB95 million), net of tax of RMB 22 million (2024: RMB1 million)
was recognised in other comprehensive income during the year.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

21 OTHER NON-CURRENT ASSETS 21 HiERBEE
Other non-current assets mainly comprise prepaid construction Hi3ERBEET EREBENEENR -
costs.

22 INVENTORIES 2 F8

2025 2024
2025 F 2024 F

RMB’million RMB’million
AR®EBEER ARBEBET

Natural gas KAR 1,036 1,130
Crude oil and others JR oM & E At 1 1
1,037 1,131

23 ACCOUNTS RECEIVABLE 23 FEURBERX

2025 2024
2025 F 2024 F

RMB’million RMB’million
AR®BEER ARBEBET

Accounts Receivable JiE Uk BR 3R 4,665 3,325
Loss allowance B R (910) (781)
3,755 2,544
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

23 ACCOUNTS RECEIVABLE (CONTINUED)
Ageing analysis
As of the end of the reporting period, the ageing analysis of

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

23

FE U BR X (48)
AR &S 2 #T

BEREHR - AR (FNRR B 1R 5
W) IRERZAMZREDTAT

2025 2024
2025 2024

RMB’million RMB’million

ARBEETT AREBEETT

Within 3 months =@ AR 2,525 1,713
Between 3 to 6 months —EAEREARN 87 58
Between 6 to 12 months NEARE+-EANR 549 252
Over 12 months TZEAMNE 594 521

3,755 2,544

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.
Further details on the Group’s credit policy and credit risk and
expected credit loss arising from accounts receivable are set out
in Note 3.1(b).

24 PREPAYMENTS AND OTHER CURRENT ASSETS

24

NGB AR W RS R R R &
R A — AR R A HEET 30 A £ 90
HHMKE  mMEERATAREX
NHEEHTHBBEIOA -AEEEFE
BREEEBKEREREEZEFERR R
BHEEBEBRZE—TSHB  #IR
BEE3.1(b) ©

BARNMRREMREEE

2025 2024
2025 & 2024 F

RMB’million RMB’million

ARBEET AREBEET

Prepayments IEANE 4,859 4,744

Other receivables, E b fE YRR -
net of credit losses MKR{EEEER 1,441 1,414
Contract assets ERIEE 1,425 1,282
Loans to third parties ME=ZFRHTEER 16 16
Dividends receivable FEU AR B 52 50
Other current assets HimEh&EE 1,433 964
9,226 8,470
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25 CASH AND CASH EQUIVALENTS

(@)

Cash and cash equivalents comprise

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

25 RERFELEEER
m)giﬁﬁi%ﬁﬁﬁﬂ

2025 2024

2025 2024 F

RMB’million RMB’million

ARBBEETR AREBBETT

Cash at bank and on hand RITRFERE 31,267 27,815

Short-term bank deposits RHRITE R 13 12
Time deposits with maturities over ~ Z|E B BB =@ A 2 F

three months T 13,329 17,265

Cash and cash equivalents and RekBeEEEBEER

time deposits TE BiTF 3 44,609 45,092
Less: time deposits with maturities & : HIFFE BB =@ A 2

over three months T BATFE R (13,329) (17,265)

Cash and cash equivalents HekReEHEIAR 31,280 27,827

As at 31 December 2025, cash at bank and bank deposits
carried interest at prevailing weighted average market rate
of 0.85% per annum (2024: 1.18% per annum).

Included in bank deposits, cash at bank and on hand are
amounts of approximately RMB 30,134 million (2024
RMB 25,479million) denominated in RMB which are
deposited with banks in the PRC. The conversion of these
RMB denominated balances into foreign currencies and
the remittance of funds out of Mainland China is subject
to the rules and regulations of foreign exchange control
promulgated by the PRC Government.

The carrying amounts of bank deposits, cash at bank and
at hand are denominated in the following currencies:

R2025F 12 A31H R17HE &
MERTT IR IRITINEF ™5
FHE0.85% (2024 F : F F| X
1.18%) 51 8 °

RITHFEHR - RITEFEIREHE
TFRATE AR ITIAA R
SHEZREBEHARES30,134 58
JC (2024 : AR#25479H &
TC) c R EUARBAEZEH
HaAINE LB ESEL T RA
7B R A BB 8 A 2 JNE
EHIAR B MOEAR o

RITFER  ROTRFARASHORKR
EEATIIERIIE

2025 2024

2025 2024

RMB’million RMB’million

ARBBEET ARBBET

RMB AR 41,340 41,906

US Dollar ETT 2,564 2,717

Thai Baht ZEk 434 423

HK Dollar BT 81 39

Other B 190 7
Cash and cash equivalents and RekBeEBEEER

time deposits TE BiTF 3K 44,609 45,092
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

25 CASH AND CASH EQUIVALENTS (CONTINUED)

(b)

154

Reconciliation of liabilities arising from financing
activities

The table below details changes in the Group’s liabilities
from financing activities, including both cash and non-
cash changes. Liabilities arising from financing activities are
liabilities for which cash flows were, or future cash flows will
be, classified in the Group’s consolidated statement of cash
flows as cash flows from financing activities.

25 REkREFEHER (B)

(b)

MEETHEENER
#H IR

TRFLAAEBREETHMEE
MABEZE BRATKIIRE

2 -GREETHMELENEER
Z’—‘%@ﬁéfﬁﬁ/}miﬁ#fﬁim
EBRENEAIRKREREH
DERMETHMELENE TR
ENafE-

Lease Dividend
Borrowings liabilities payables Total
{E)- HEakE EfRE - H
RMB’million RMB’million RMB’million RMB’million
AR¥EER AR%EER AR¥BER ARMBER
At 1 January 2025 12025%1A18 23,462 817 158 24,437
Changes from financing cash flows: BERSRERS
Increase in borrowings EEEm 9,131 = = 9,131
Repayment of borrowings BEiEE (11,728) - - (11,728)
Capital element of lease rentals paid H%ﬁ‘*?ﬁ‘zﬁ% i) - (529) - (529)
Interest element of lease rentals paid BNEERLHEHHR - (14) = (14)
Interest paid ERFE (744) - - (744)
Dividends paid to shareholders of the ERARFRERE
Company - - (2,751) (2,751)
Other dividends paid EREMRE - - (2,933) (2,933)
Total changes from financing cashfiows  BERERERBLE () | b4 e84 (0568
Effect of foreign exchange rate changes EZ£Hv & (14) - - (14)
Other changes: Hitt @5
Net changes in lease liabilities during the year FRES EF& - 389 - 389
Interest expenses MERZ 679 14 - 693
Dividends to shareholders of the Company AR AIRERRE - - 2,751 2,751
Disposal of subsidlaries RENBAF (43) - - (43)
Dividends to non-controling interests I RERRA - - 2,980 2,980
Total other changes Htenas 636 403 5,731 6,770
At 31 December 2025 R2025612 831 20,743 677 205 21,625
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

25 CASH AND CASH EQUIVALENTS (CONTINUED) 25 WERREEZHIEH (F)

(b) Reconciliation of liabilities arising from financing b) MEEHFEENEE
activities (Continued)

#H iR (45)

Lease Dividend
Borrowings liabilities payables
B8 ERRE
RMB'million RMB'million RMB'million
AEBBEEL AR¥EET ARBEER ARKEER
At 1 January 2024 R2024E1 818 24,491 1 424 25,626
Changes from financing cash flows: MERSRERT
Increase in borrowings fEEEm 6,457 - - 6,457
Repayment of borrowings BEREE (7,184) - - (7,184)
Capital element of lease rentals paid ERAEREAEEHH - (486) - (486)
Interest element of lease rentals paid EREERSHEHH - (28) - (28)
Interest paid BRFE (740) - - (740)
Dividends paid to shareholders of the BERARARERE
Company - - (3,878) (3,878
Other dividends paid BREMRE - - (3218) (3218)
Total changes from financing cashflows BERESRELHAE (1,467) (514) (7,096) (9,077)
Effect of foreign exchange rate changes EZEH2 & 39 - - 39
Other changes: A2
Net changes in lease liabilties during the year R EE EFEE) - 502 - 592
Interest expenses MERY 807 28 - 835
Dividends to shareholders of the Company A A RIS - - 3,878 3,878
Disposal of subsidlaries RENBAF (408) - - (408)

Dividends to non-controling interests R ERR S - - 2,952 2,952

Total other changes Hugaas 399 620 6,830 7,849

At 31 December 2024 R2024%12831H 23,462 817 158 24,437
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

25 CASH AND CASH EQUIVALENTS (CONTINUED)

(c) Total cash outflows for leases

Amounts included in the consolidated statement of cash
flows for leases comprise the following:

25

ReRREFEHEH (E)
) HERLRHEHE

REEFAGARERERZE
BERATRE:

2025 2024

2025 F 2024 4

RMB’million RMB’million

ARBBER ARBBET

Within operating cash flows KERSREF 384 752
Within investing cash flows REBREREF 34 148
Within financing cash flows MERSREF 543 514
961 1,414

These amounts relate to the following:

ZETBRETISRAR

2025 2024

2025 F 2024 F

RMB’million RMB’million

AREEETT AREBETT

Lease rentals paid ENHEERS 927 1,266
Additions of leasehold lands leased AEBEHEEER2HEE

for own use T 34 148

961 1,414

156
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26 SHARE CAPITAL

Authorised:
Ordinary shares of HK$0.01 each

At 1 January 2024,
31 December 2024,
1 January 2025 and
31 December 2025

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

26 BRA
Number of Nominal value of
ordinary shares ordinary shares
ZBEREE EBEREE
million HK$’million
BER BEET
AT
IR ETE0.01 8T ZHR

Mm2024%F1H18 -
2024512 A31H »
2025F1 A1 B K
2025512 431 H

16,000 160

Issued and fully paid:

Ordinary shares of HK$0.01 each

At 1 January 2024,
31 December 2024,
1 January 2025 and
31 December 2025

Number of Nominal value of
ordinary shares ordinary shares

TEREE TEREE
million RMB’miillion
BER ARBBETT
BT MBI 1,266 1,229
ZAREIE 0.01 E T2 ZiEK
R2024F1H1H -
2024412 A31H »
20251 A1H K
2025F 12 A31H 8,659 71

=
EB
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

27 OTHER RESERVES

(@)

158

27 Hihf{#E

Movements in components of other reserves

(a) ELfthfafE 40 X & E

Fair value
reserve
Share  Contributed Merger (non-  Translation Retained
premium surplus reserve recycling) reserve Others  Subtotal  eamings
AYERE
(FTEEZ
Bi) EdEH
RVBmilion ~ RMB'mil
note () note (i) ‘
RS R GE{T LR
Balances at 31 December 2023 20812831 R
and 1 January 2024 WUEIR1RER 3,884 109 (6,69 1% 7 4385 31,91 81427 63378
Totdl comprehenshe noomefor ~—~~ ERZENELE
the year - - - 8] 16 - ] 5960 593
Transfer hefween resenves o - - - - - 1212 1212 (1212 -
Finaldividend for 2023 ABERERE - - - - - - - 2457) 2457)
Inerim diidend for 2024 NUERERE - - - - - - - (142 (1420)
Acaistion of non-controling 3R R
interests - - (362) - - 0 (371) - (37
Others i - - 4 - - 12 18 - 16
Balances at 31 December 2024 W24 12731 A& 3,884 109 (9,066 12 12 5,600 3,781 297 65,078
Balances at 31 December 2024 R20ME12A31AR
and 1 January 2025 WBEIR1AER 35,804 109 (9,056) 123 12 5,600 32,781 2,207 65,078
Total comprehenshe noomefor ~~ ERZENELE
the year - - - 62 (57) - 5 5,346 5,351
Transter betieen reserves fEREE - - - - - 614 14 (614 -
Finaldividend for 2024 MUERERE = - - - - - - (1,314) (1314)
Inerim diidend for 2025 WHERERS - - - - - - - (1480 (140
Others 2t - - - - - 8 8 - 8
Balances at 31 December 2025 2025512331 R 35,804 109 (9,056) 185 64 6,222 33,408 3218 67,686
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

27 OTHER RESERVES (CONTINUED) 27 HihfEE (&)
(@) Movements in components of other reserves (a) HtEEAREE (8)
(Continued)

Company
O
Contributed
Share premium surplus Subtotal Retained earnings Total

Riiaf RAER NG REEA L

RMB'million RMB'millon RMB'millon RMB'million RMB'million
AREBETL ANRBBER ARBEET AREBET AREBET
note (| note (i)
R B )

Balances at 31 December 2023  W2023%E12A31 AR

and 1 January 2024 N4E1R1RER 36,884 109 35,993 10,175 46,168
Total comprehensive income for ~~ FREAUELE

the year - - - 2173 2173
Finel dhicend for 2023 NBERERE - - - 0457) 457)
Interim dividend for 2024 024 FHHRE - - - (1,421) (1.421)
Balances at 31 December 2024 142024 £12 A 31 REE# 36,884 109 35993 8,470 44463

Balances at 31 December 2024 R2024E12A31 AR

and 1 January 2025 05F151REH 35,884 109 35,993 8,470 44,463
Total comprehensive income for ~ ERZENERE

the year - - - 2117 2177
Finel dhidend for 2024 NUERSRE - - - (1,314 (1,314
Iterm cvidend for 2025 2005 ER RS . - - (1,437 (1,437)

Balances at 31 December 2024 W2024E12A31 AR
and 1 January 2025 N5E1R1864 35,884 109 35,993 7,896 43,889
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

27 OTHER RESERVES (CONTINUED)

(b)

160

Nature and purpose of other reserves

Notes:

U

(i)

(i)

()

(vi)

Under the Bermuda Companies Act 1981, the share premium
account may be applied by the Company in paying up unissued
shares of the Company to be issued to shareholders of the
Company as fully paid bonus shares.

The contributed surplus represents the difference between the
consolidated shareholders’ net assets value of the subsidiaries
at the date on which they were acquired by the Group and the
amount of the Company’s shares issued for the acquisition.

The merger reserve represents the difference between the
considerations and the aggregate share capital of subsidiaries
acquired under business combinations under common control.

The fair value reserve (non-recycling) comprises the cumulative
net change in the fair value of equity investments designated as
FVOCI that are held at the end of the reporting period.

The translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations.

Others mainly represent capitalisation of retained earnings by
subsidiaries and the statutory surplus reserves. Pursuant to
the Company Law of the PRC, the Articles of Association and
the resolution of Board of Directors of the Group’s subsidiaries
established in the Mainland China, these subsidiaries are
required to transfer 10% of their respective net profit to statutory
surplus reserves. Appropriation to the statutory surplus reserves
may be ceased when the fund aggregates to 50% of those
subsidiaries’ registered capital. The statutory surplus reserves
may be used to make good previous years’ losses or to
increase the capital of those subsidiaries upon approval of their
shareholders’ meeting.
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(b)

H {thf & (48)

BsE
M

(i)

(i)

()

(vi)

HinffeztEREN

RIBAREIGIFRAE K
17388 8 7]l A 2 &) A AR B
BOTARABRRERTHMRBA
Wz AR BARBETI ©

BHBHENBARREAEE
Wi B 2 4R A IR A B A B
AARREEMBETZRN SHE
ZER -

A PHREBIENERZES TEBA
BrATUEB BT A R) 2 B B AR AL
RZZH -

RV ERFE(TAEREER) 8
BRMEIMRARIEERRAF
EFfFAEMEER RS2
RERVEZREFEY -

PE N R BB IR IR E BN E T B T
WRELEZMAEN Z5 -

Hip X ERMBRARERMERTF
BMEEERHB AR - RiE(P
EARAMBRARE)  ZI24
A R i o Bl g 3 FE AR L 2 AR
SENBAREREERE WU
M8 AR ERS 8 FuMFR
Z10%IREVETE BEANIE o BOE
EBEBRARBEEIZSWE
REEMERZ50%8 Al &
FHR - EERBABLEHBRRA
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

27 OTHER RESERVES (CONTINUED) 27 H ik (88)

(c) T4 iREfthfE

MR2025%F 12 531 8 » a] it [@ A
NEEZBRED R EMER
BeE (REBFRE1981FAA
EEE) BARMT7,806H B T
(20244 : A\R¥EBATOEBT) °
RMEBPKRE EFEZ KRS
f% B =R TRk AR 14.98 0
(2024F  EEEZARBAREE
REBRARKAS17D) - EA
R¥1207BBEIL(2024F : AR
13148 8m) (sE14) - &
BRMEPRITAERAE—EE

=
=

(c) Distributability of other reserves

At 31 December 2025, the aggregate amount of other
reserves available for distribution to equity shareholders of
the Company, as calculated under the Bermuda Companies
Act 1981 was RMB7,896 million (2024: RMB 8,470 million).
After the end of the reporting period the Directors proposed
a final dividend of RMB 14.98 cents per ordinary share
(2024: Final dividend RMB 15.17 cents per ordinary share),
amounting to RMB 1,297 million (2024: RMB 1,314 million)
(Note 14). This dividend has not been recognised as a
liability at the end of the reporting period.

o

28 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 28 ENIRFREGFEE

2025 2024

2025 F 2024 fF

RMB’million RMB’million

ARBEETR AREBET

Accounts payable (i) JRE 151 BR 3R (i) 3,348 3,106

Contract liabilities (ii) =X OB=R A (i) 12,856 12,690

Salaries and welfare payable e kAEF 318 326

Accrued expenses FEETR X 11 22

Dividend payable FERTAR B 205 158

Interest payable FERTFI & 113 137
Construction fee and equipment cost FERT BB RFRBKA

payables 4,812 5,541

Amounts due to related parties FEAST BB 5 SR

— Non-controlling interests —JEPE I A 1 1

— Others —HAty 1 1

Other payables (i) H At A5 FRIA (i) 3,183 3,242

24,848 25,224
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

28 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 28 E{EEMKRESTEE (E)

(CONTINUED)

(i)

(i)

162

Ageing analysis of accounts payable

As of the end of the reporting period, the ageing analysis of
accounts payable, based on the invoice date, is as follows:

(i)

FEAY BR AR 2 BR IR 20 4T

BERSHR  BHRRIZER
HEIZBREE DI

2025 2024

2025 £ 2024 £

RMB’million RMB’million

AREEETT ARBBHET

Within 3 months =@AN 2,537 2,576
Between 3 to 6 months =B RA=~EA 495 116
Over 6 months A A E 316 414
3,348 3,106

The typical credit period on purchase of goods is 90 days.

As at 31 December 2025, the Group didn’t have non-
current contract liabilities (2024 Nil).

The Group’s contract liabilities represent primarily
advances received from customers. In certain regions
of the PRC, customers of the Group’s city gas business
are required to use integrated circuit cards and top up in
advance before the balances are being deducted upon
usage of natural gas. Depending on the market conditions
and the customers’ credit profile, the Group also requires
advance from certain customers for sales of other natural
gas products. These advance payments from customers
are recognised as contract liabilities until the natural gas
products are sold to the customers. During the year ended
31 December 2025, the amount of RMB 12,690 million
(2024: RMB 13,596 million) recognised in contract liabilities
at beginning of the year has substantially been recognised
as revenue during the year.
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(i)

RBES Y RERBEEA0M -

R2025% 12 A31H » "EFHE
FRBENABE (2024 F  £) -

AEEBZAHNABBEEFERER
FZ8R -EHEHETFHE &
EEZHTRRERZTFAFER
EXNEERRRFBLEE AR
FRARXARENREH - KT
RAEBFEEMRR  RNEERH
EHMRRRERBE IS ERKE
FTEFELAENR -ZERERF
ZENFRBEEERARERD
EFRFPRIEZAISERAEEHN
BE - NEZE2025F12 A31H
IFFE FYREHABEER

AR®A12,600 5 & 7t (2024 F -
ARM13506BE L) ERFA
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28 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
(CONTINUED)

(iii)

The other payables were mainly retention monies for
construction and VAT element of advance receipts from
customers.

28

Ak 1 B 5 e W

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

B BRI BT 8 E ()

(i)

HtENREERTRREER
BUERREIBER AR ©

(IV)  The Group is a defendant in certain lawsuits as well as the (V) reEmasFTREZREREM
named party in other proceeding. While the outcomes of FARZIEES - BEHRK REEE
such contingencies, lawsuits or other proceeding cannot EZEXAREN  AEFDRIE
be determined at present, management believes that any HFACER  HEEERET
resulting liabilities will not have a material adverse effect on MABEE 2 BEITSHAEE
the financial position or financial performance of the Group. 2R S I RS E R

THIg & -
29 BORROWINGS 29 88

2025 2024

2025 F 2024 F

RMB’million RMB’million

ARBEETR AREBETT

Short-term borrowings — unsecured RHEE - mIEH 1,963 1,188

Current portion of long-term borrowings ~ KHIEE Z BIHAZR 7> 5,104 7,945

7,067 9,133

Long-term borrowings — secured (note) R HIfEE — A (i 5F) 1,384 2,155

Long-term borrowings — unsecured REEE —EER 17,396 20,119
Less: Current portion of long-term B REIBE 2 RVHEE »

borrowings (5,104) (7,945)

13,676 14,329

20,743 23,462

Note: As at 31 December 2025, the RMB939 million (31 December 2024:

RMB 1,878 million) borrowings were mainly pledged by natural gas
charging rights.

As at 31 December 2025, certain property, plant and equipment of
the Group amounting to RMB657 million (2024: RMB906 million) were
mortgaged to banks for RMB252 million (2024: RMB277 million) loan
facilities granted to the Group (Note 15).

ERERERATE

MsE - 202512 531 H - AR & 5939

BEIT(2024F12A31H: AR
1878 EETT) TEURAR W EHEE
BE o

R2025F12A31H  AEBETLHE
BARKESTE BT (2024F : ARM
QEHEBIL) ZWE BEMEEEH
NEEER 2252 F7 Bt (2024 4F © A
RE277E B L) EXBMEEIT FIRTT
(Bg5E15) ©

—E-_RFEEERE

163



Notes to the Consolidated Financial Statements

Aok 1 B 5 A W

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

29 BORROWINGS (CONTINUED) 29 f8E (&)
The weighted average interest rate for borrowings as at 31 2025512 A 31 B + &M g3
December 2025 is 2.54% (2024: 2.9%). FFIEE2.54% (2024 F 1 2.9%) °
The carrying amounts of the borrowings are denominated in the BECEREBERNATERE

following currencies:

2025 2024
2025 5 2024 F

RMB’million RMB’million
AR®BEER ARBEET

RMB AR 17,151 16,215
US dollar ETT 3,514 7,186
Japanese yen H 6 1
Euro BT 72 60

20,743 03,462
As at 31 December 2025 and 2024, the borrowings of the Group 2025 R 2024F 12 H31H » A&
were repayable as follows: B {EERRINTEE

Bank loans Loans other than bank loans
RITER BREBITERUIIMZER
2025 2024 2025 2024

2025 F 2024 F 2025 F 2024
RMB’million RMB’'milion  RMB’million RMB’million
AREEERT ARERET AREEERT ARBBEETL

Within one year —F R 5,252 3,304 1,815 5,829
Between one to two years — &M 1,669 2,221 1,354 42
Between two to five years W& A 3,320 4,304 6,454 1,467
After five years AFAE 629 1,891 250 4,404

10,870 11,720 9,873 11,742
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BORROWINGS (CONTINUED)

The following table details the Group’s remaining contractual
maturity for its borrowings. The information presented is based
on the earliest date on which the Group can be required to pay
and represents the undiscounted cash flow including principal
and interest:

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

29 {85 (&)

Bank loans
HITER

2025

2025
RMB’million
ARBEERT ARBBEELT AR¥®EERT ARBBEETT

TRAMAEEZEEZHRTAHF
H-MEHNENIURERAX R Z
RPEHAEE YRFAFRAS
nE(BRASENE)

Loans other than bank loans
MREBITERUIIZER

2024 2025 2024

2024 F 2025 F 2024 F

RMB’milion ~ RMB’million RMB’million

Within one year —F R 5,495 3,393 2,016 6,011
Between one to two years —ZEME 1,789 2,529 1,721 174
Between two to five years M ZE R F 3,474 4,433 6,859 1,836
After five years AFEUE 750 2,376 266 4,422

11,508 12,731 10,862 12,443

INCOME TAX IN THE CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

(@) Current tax in the consolidated statement of
financial position represents:

30 HEMBNRKRPZAEH

@ GOBERRRT 2
HRIES :

2025 2024
2025 2024 F

RMB’million RMB’million

ARBEERT AREBEETT

Tax payables in respect of oy NG SN E )
subsidiaries in: A
—the PRC — 729 529
— Thailand —HRH 12 15
741 544

As at 31 December 2025, the Group also had income tax
recoverable RMB157 million (2024: RMB4 million) which
were included under “prepayments and other current
assets”) .

=
EB

R2025F 12 A31H @ KN&EEH
AR EIFFER 157 B & T (2024
F:ARBI4EE T HEFA
[TEN R EREMREEE]ET) o
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

30 INCOME TAX IN THE CONSOLIDATED STATEMENT OF 30 SR RKDBPZFAEH

FINANCIAL POSITION (CONTINUED) (%)
(b) Deferred tax assets and liabilities recognised: (b) SR 2 EEMIEEE
REfE
The movements in the deferred taxation account are as BEEBBRENESHAT -
follows:

2025 2024
2025 & 2024

RMB’million RMB’million
AR®BEER AREEET

At beginning of the year REH] (849) (816)
Currency translation differences HHEE R ER 8 ©)
Acquisitions through business FBREGE HETIEE

combination (18) 6)
Charged to the consolidated RERE W h Mk

profit or loss (189) (20)
Credited to other comprehensive REMZEKZER

income (22) 1
At end of the year RER (1,070) (849)
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INCOME TAX IN THE CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (CONTINUED)

(b) Deferred tax assets and liabilities recognised:

Aok 1 0 285 A I

For the year ended 31 December 2025

30

In 'K
n\ﬁ

HZE2025F12 A31HILEE

SMBRRKRPZEAFH

m)EEWZuLiﬁﬁé

(Continued) REfE: ()
Deferred tax balances are attributable to the following B IRAREBERATIER -
items:
2025 2024
2025 2024 %F
RMB’million RMB’million
ARBBEET AREBETT
Deferred tax assets: BRI E E -
Depreciation of property, plantand  #1% - BE M &
equipment e 468 435
Impairment of receivables FEU AR BB E 155 129
Tax losses HIEBE 261 420
Lease liability HEAE 152 185
Others HAh 199 266
Total deferred tax assets R IAE ERTE 1,235 1,435
Set off 4 4 (268) (273)
Net deferred tax assets BT IE & = F 5 967 1,162
Deferred tax liabilities: RIETHIERE -
Depreciation of property, plantand ~ #1% ~ BE M & &
equipment e 654 770
Undistributed profits of PRC and R KB AN B A A
overseas subsidiaries, and BENRIREELERN
associate and joint ventures R Bt A 1,251 1,055
Revaluation surplus from business ¥ &HEARNES
combination Rk 313 313
Others HAi 87 146
Total deferred tax liabilities R IEBERTE 2,305 2,284
Set off 1 55 (268) (273)
Net deferred tax liabilities BB E EFEE 2,037 2,011
EREBERAT —E-AFEEHE 167
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

30

31

32

168

INCOME TAX IN THE CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (CONTINUED)

(b) Deferred tax assets and liabilities recognised:
(Continued)

As at 31 December 2025, certain subsidiaries of the
Company did not recognise deferred tax asset of deductible

tax losses carried forward of RMB 1,532 million (2024
RMB1,756 million).

COMMITMENTS

Capital commitments

Significant capital expenditure contracted for at the end of the
reporting period but not recognised as liabilities is as follows:

30

31

FEAENBERRARPZHAENR

==

I I‘E

b)) EEDZEERIEEE

R&f&E: (&)

MR2025F12 A31H » KA AH
FHEBRARLERE LSEN AN
WS EEARK1632HE8 T
(20245 : AR¥1,756H & JT)
RELERIBEE ©

%

BEARERE

REEMRFFTECRERERSEE
MEREAS AT :

2025 2024

2025 F 2024 £

RMB’million RMB’million

ARMEET AREFET

Property, plant and equipment Y% - B R&E 3,803 3,284
RELATED PARTY TRANSACTIONS 32 FAERS

CNPC, the controlling shareholder of the Company, is a state-
controlled enterprise directly controlled by the PRC government.
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 Group and CNPC Group and their
close family members and any entity, of any member of a group
of which it is a part, provides key management personnel services
to the Group’s parent.

KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025

PEAHER (KRR RERKR) R H
R BT EREG AR - B
HEETFEAMERRERB AR (5
MImEE]) - mPBEBTES - X
REFIRENEAZE 2 HMBEB R
ELRWEZMBAR - BRAEEEE
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32 RELATED PARTY TRANSACTIONS (CONTINUED)

In addition to the related party information shown elsewhere in
the consolidated financial statements, the following is a summary
of significant related party transactions entered intoin the ordinary
course business between the Group and its related parties during
the years and balances arising from related party transactions at
the end of the years indicated below:

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

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

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

0) The Group entered into certain master agreements
with the CNPC Group, including master agreement
on 14 September 2023 for connected transactions
for the three years ending 31 December 2026, for
the purpose of renewing the terms of the previously
signed master agreement.

Under 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
RMB144,256 million (2024: RMB 130,282
million) for the year ended 31 December 2025.

f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

BRRGAEMBRRE M DIRME 2
AR ZN REBHEEBAR SR
FAZ—MEBHERNT LI EKRH
H FRGRERBEBITRIEEZ
BT

@)

Jihi?ﬁ%% K?&léﬁiﬂ?/ﬁ%lﬁ
Ak B 2 B 2 B R 32 5 16 5K AT e
HHEMBAB T REERBALZ
B R 5 6B P A e

B HEERAEE 2B E QA
)Si/\éfm%m}%ﬁ%ﬂ% 5T
REEEKBREPET  WHT
wm

() AEBEEPHEBEILR
W (BHENR 202349 A 14
HABEZE 2026412 A 31

“RFEEERSHH
i) NETRAEE
B 48 p ke FO HABR. ©

REEEWHZ  CHREAEHE
755 [7) A i 5% 1B BR B8 DA B AP
SEFRAEBERBHNER
K RSEHBE - BIEHRER
— AR EE dn e R A% - & BRAR 7
KA E R -

—  EHZE2025%12 A 31
HIEFE HhaEE
MAEBEREERLY
AR#A144 256 B 8
JC (20244 : AR
¥ 130,282 BB TT) °
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For the year ended 31 December 2025
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32 RELATED PARTY TRANSACTIONS (CONTINUED) 32 BB RS (1)
(@) Transactions with CNPC Group, associates and (@) EphHEB - E QT
joint ventures (Continued) REEBELEZXRS (18)
()  (Continued) 0 (&)

- Provision of services by the CNPC Group to the H £2025F12 A 31

Group amounted to approximately RMB2,151 HEFE +FBHEHE
million (2024: RMB 2,552 million) for the year M A & E R MRS
ended 31 December 2025. WARB21561H &
7L (20245 : AR

2,552 B&ETT) °
- Provision of products by the Group to the —  EHZE2025%12 A 31
CNPC Group amounted to approximately BIEFE A&EEM
RMB12,013 million (2024: RMB9,937 million) FHEEREERY
for the year ended 31 December 2025. AR®12,0138 &

JC (2024 F : AR
9937 &) °

- Provision of services by the Group to the CNPC —  HE2025%12 A 31
Group amounted to approximately RMB9,645 HIEFE AEEM@
million (2024: RMB8,449 million), which mainly PR E ERMRB
includes natural gas pipeline transmission WARB9BISHE
services and LNG gasification and unloading JC (2024 F : AR ¥
services provided by the Group, for the year 84498 &) X &
ended 31 December 2025. BREAEERHENHX

NREBBARSE KX

LNG Rt & E# AR ©

(i)  The Group has entered into agreements for the (i) AEEF IR RASE
sales of natural gas with certain associates and joint ETHMERNRRAELE
ventures of the Group amounting to approximately HERXAR - RNELE2025

RMB2,842 million and RMB1,694 million (2024: RMB F12ANBILEFED AN

3,237 million and RMB 1,671 million), respectively, for BARE2842HE TR

the year ended 31 December 2025. AR #1694 8 T (2024

F:AREI2B7TAEETR
ARB167T1BEEIT) ©

The above transactions in (i) constituted connected L) B2 SRE ETH
transactions in accordance with Chapter 14A of the BISE14AAEBKEER S -
Listing Rules.
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For the year ended 31 December 2025
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32 RELATED PARTY TRANSACTIONS (CONTINUED) 32 BEEEAXRS (8

(@) Transactions with CNPC Group, associates and (@) EphHEE - E QT
joint ventures (Continued) REELEZXS (B
(i) As at 31 December 2025 and 2024, amounts due @iy M 2025%F & 2024F 12 A

31H - YK EN T
SE FAEEZBZE QT
REELFEZHA (BREE -
EXT-—BEHMLELR &
RTEELENEERE
S RERIR LR S B5t
ATHI&&EE AL

from and to the CNPC Group, and associates and
joint ventures of the Group, which are unsecured
and interest-free, except borrowings, loans to an
associate, loans to joint ventures and lease liabilities,
are included in the following accounts captions and
summarised as

LUNNE

2025 2024

2025 2024 FF

RMB’million RMB’million

ARBEETR AREBETT

Other non-current assets HMERESEE 262 109

Accounts receivable JrE U BR 3R 1,401 638
Prepayments and other TERT R R H At

current assets MBEE 546 657

Accounts payable and FETBR 3R &

accrued liabilities [EETBE 4,361 4,122

Borrowings BE 10,113 8,627

Lease liabilities HEAE 62 78
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For the year ended 31 December 2025
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32 RELATED PARTY TRANSACTIONS (CONTINUED) 32 EEEAFXRS (8)
(b) Key management compensation b)) EEEEBEZMNS

2025 2024
2025 2024 £

RMB’million RMB’million
ARBERTT AREBETT

Salaries and allowances He ke 9 8
Retirement benefits — defined BIREF — R EH KRGS
contribution scheme - -

9 8
(c) Transactions with other state-controlled entities c EREHMEEER2
in the PRC X5
Apart from the aforementioned transactions and the bR PG RERHER K&
transactions with the CNPC Group, and associates and EitE N REEPEZRHIN -
joint ventures of the Group, the Group has transactions with AEBEAMEEERIRSE
other state-controlled entities include but not limited to (i) FETRR) ((HELREEE M
sales and purchases of goods and services; (i) purchases MRS (VBEEE: ((HEE
of assets; (iii) lease of assets; and (iv) bank deposits and E:RVBRITERREER -
borrowings.

ZERXGTIRAEE 2 BE XK
These transactions are conducted in the ordinary course of BIARHELT o
the Group’s business.
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33 SEGMENT INFORMATION

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision
maker which is determined by the Group’s most senior executive
management and 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 oil and gas related activities and
derives its revenue from its four operating segments: Natural
Gas Sales, LNG Processing and Terminal, Sales of LPG and
Exploration and Production.

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

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

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

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

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

33

ERERERATE

f A B B R B R
For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

W& #

EERB 2RI AERFEBREER
RERURZAMBBSEM—B A
AEERSEEBRARARNITES
RTE °

ANEBZRERMRGASEER -5
EmEkREMs  AEEBZHE—
RAmRAABER  EWARE EE
EEMRM : RARHEE - LNGHI LR
& IPGIHE MM IREAEE -

AARRIEERRBRIETRRXARE @
MEERDHEE S o LNG I T 8 &
BERMEBIEINGIN T - @& 7
RIEREE - IPGHEREETETR
LPGE MM BHTE - PhIFEHEAE
RIRBIER AR RARZEF - FHE -
HEFIHE -

AEEEEERATEETRESRA
ZHEAEHER BIEBERTRE
BErEaNREEN R8N, (B8)
AHER R 2 KRB ([RIBEED) -

RRAET R EEERE Ko R
A ABEAARAALEIRE -

NEBETRBEETIZERE RS
FEBEB MMM EWA - ERLE
BFR ARAeNEmELS 2 R
MERBRLMEZE -

NRAEHEETERRARE®PAR
BB RREFEHER -

SECLFFERS
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For the year ended 31 December 2025
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33 SEGMENT INFORMATION (CONTINUED) 33 WLEH (&)

For the year ended 31 December 2025 HZE2025F12831HILEE
Gross revenue BUA
Less: Inter-company adjustment AN
Revenue from external customers REINEE P Z WA
Timing of revenue recognition WA e 28 By P

— At a point in time — R E AR E
_mOvertime TRTEREE
Segment results R EE
Share of profits less losses of: FE A8 5 KR B 18

— Associates A/

— Joint ventures —aBMhE
Profit/(loss) before income tax expense BRETSIREBRAEF, (&)
Segment results included: RIREE BT -

— Interest income —MEWA

— Depreciation, depletion and amortisation —E - BREREH

— Interest expenses —MEXZH

— Net exchange (losses)/gains —EH (B18) = F5E
As at 31 December 2025 R2025512A31H
Segment assets RIREE
Investments in associates REEE N R ZIE
Investments in joint ventures REBREZIRE
Additions to non-current segment assets during the year AT EIEMENRIRE I N

Additions to non-current segment assets through acquisition of AT 35 BB B A 7 Em BN IR 3R
subsidiaries during the year A EG N
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

LNG
Processing Exploration Inter-
Natural and Terminal Sales of and company

Gas Sales LNG LPG Production Corporate adjustment Total
RAREE InTEERE LPGEHE EhEREEAE B NGIEC DR EAE Mt
RMB’million RMB’million = RMB’million RMB’million RMB’million RMB’million = RMB’million
ARBBEET ARWAEBRT ARYBEERT ARBBEERT ARBEERT AR®BEERT ARBEER

161,192 10,621 25,271 146 - - 197,230
(1,368) (1,703) (180) - - - (3,251)
159,824 8,918 25,091 146 - - 193,979
157,291 8,918 25,091 146 - - 191,446
N 25838 S, S, S, S, ~ o .......2333
159,824 8,918 25,091 146 - - 193,979
5,861 3,969 807 37 (250) - 10,424
654 1 30 88 - - 773
241 - - 209 14 - 464
6,756 3,970 837 334 (236) - 11,661
497 138 - 5 346 (291) 695
(3,873) (1,236) (95) (28) (41) - (5,273)
(638) (169) (2) - (132) 291 (650)
(14) = = 4 39 = 21
88,254 18,368 6,247 922 13,804 - 127,595
7,942 130 523 428 - - 9,023
4,843 - - 1,278 54 - 6,175
3,612 1,843 - 32 17 - 5,504
110 — - - - - 110
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For the year ended 31 December 2025
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33 SEGMENT INFORMATION (CONTINUED) 33 WLEH (&)

For the year ended 31 December 2024 HZE2024F12831BILEE
Gross revenue BUA
Less: Inter-company adjustment AN R
Revenue from external customers REINEE P Z WA
Timing of revenue recognition WA e 28 By P

— At a point in time — R E AR E
_mOvertime TRTEREE
Segment results R EE
Share of profits less losses of: FEAG 5 IR B 18

— Associates A/

— Joint ventures —aBMhE
Profit/(loss) before income tax expense BRETSIREBRAEF, (&)
Segment results included: RIREEBLE

— Interest income —MEWA

— Depreciation, depletion and amortisation —E - BREREH

— Interest expenses —MEXZH

— Net exchange gains/(losses) —EH W (Ei8) F5E
As at 31 December 2024 7"2024F 12831 H
Segment assets RIREE
Investments in associates REEE N R ZIE
Investments in joint ventures REBREZIRE
Additions to non-current segment assets during the year AT EIEMENRIRE I N

Additions to non-current segment assets through acquisition of RAFEEBUENB AT
subsidiaries during the year FEMENIR IR E E L AN
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Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

LNG

Processing Exploration Inter-

Natural and Terminal Sales of and company
Gas Sales LNG LPG Production Corporate adjustment Total
RARIHE 0T ER {38 LPGEHE BRE A E NCIEE S NG EEE:S HEt
RMB’million RMB’million RMB’million RMB’million RMB’million RMB’million RMB’million
ARBBET AREKRAET ARKBEET ARBBEERT ARKBRET ARKBET ARKAER
153,971 11,570 25,692 171 - - 191,404
(1,881) (2,386) 91) - - - (4,358)
152,090 9,184 25,601 171 - - 187,046
149,091 9,184 25,601 171 - - 184,047
L 299 T T SRR, T SR 2,999
152,090 9,184 25,601 171 - - 187,046
7,343 3,638 772 (12) (232) - 11,509
546 24 1 28 - - 599
313 - - 207 7 - 527
8,202 3,662 773 223 (225) - 12,635
689 158 1 22 604 (616) 958
(3,808) (1,192) (98) (19 43) - (5,160)
(825) (272) 4) - (218) 516 (803)
10 - - @) 67) - (59)
83,640 18,151 5,894 1,051 18,504 - 127,240
7,496 568 56 447 - - 8,567
4,802 - - 1,355 - - 6,157
3,481 1,455 22 37 6 - 5,001
131 - - - - - 131
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Notes to the Consolidated Financial Statements

Aok 1 B 5 A W

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

33 SEGMENT INFORMATION (CONTINUED)

Reconciliations of reportable segment profit and

33 WLEH (&)
Eﬁéiﬁ%miﬁiﬁfiﬂ&ﬁéﬂ'ﬂﬂ

assets
2025 2024
2025 F 2024 F
RMB’million RMB’million
ARBEBEETR AREBETT
Reportable segment profit A R 45 R 5008
Profit before income tax expense BRFT1S 5 & A RDE F 11,661 12,635
Income tax expense FrisHi & A (3,195) (3,128)
Profit for the year F N A 8,466 9,507
2025 2024
2025 F 2024 FF
RMB’million RMB’million
ARBBEETR AREBETT
Reportable segment assets Al ER SRR E E
Segment assets RIBE E 127,595 127,240
Investment in associates REE R ZIE 9,023 8,567
Investment in joint ventures REBLEZRE 6,175 6,157
Deferred tax assets EERIBEE 967 1,162
Financial assets at fair value through BAFEFAEMET
other comprehensive income Wz emEE 359 264
Total assets BEE 144,119 143,390

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

For the year ended 31 December 2025 and 2024, there are no
single customer to whom the revenue exceeded 10% of the
Group’s revenue.
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Notes to the Consolidated Financial Statements

ACQUISITIONS

For the year ended 31 December 2025, the Company entered
into equity transfer agreements (the “Agreements”) to acquire
51% of equity interest in 1 entity at a total cash consideration
of RMB6 million (the “Acquisition”). Upon the completion of the
Acquisition, 1 entity has become subsidiary of the Company.
There is no individually or accumulatively material entities which
significantly affect the results and net assets of the Group at 31
December 2025.

APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved by the
Board of Directors on 24 March 2026 and will be submitted to the
shareholders for adoption at the 2026 Annual General Meeting to
be held on 28 May 2026 (Thursday).

34

35
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f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

I &8

HZE2025F 12831 BIEEE » AR
RIFT M R EE E Y (] e
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

36 PRINCIPAL SUBSIDIARIES

36 FEMBLAT

Details of the Company’s principal subsidiaries, all of which are
limited liability companies at 31 December 2025, are as follows:

Name of subsidiary

WEARER

Place of
incorporation/
establishment
HEMKL

B 3L i B

Particulars of
issued and

paid up capital/
registered capital
ERTRARRE
aMER 2 F#E

KNTFI2025F 12 A1 H 2 T EM B
AEI(BHAEREEAR) 21BN T :

Type of legal entity

EEERER

Percentage of equity
interest attributable
to the Group
AEEEN
BHEEOH

Natural gas business

AARER

PetroChina Kunlun Gas Co., Ltd.
PEBERRRERAR

Xinjiang Xinjie Co., Ltd.
B ERRARRA

China Natural Gas Co., Ltd.

ERRARBRDERAA]

CNPC Shennan Oil Technology
Development Co., Ltd.

AR AR ERR A

Huagang Gas Group Company Limited
EEMAEERRLT

Sichuan Chuangang Gas Co., Ltd.
mINIERREREEAR

Jiangsu LNG
L& LNG

Yunnan Natural Gas Co., Ltd.
ERPRHERRRERRAR

Fujian LNG
BEERERRICAARERAR

Note:

(i) Shares are held directly by the Company.

PRC
i

PRC
F

PRC
R

PRC
o

PRC
T

PRC
i

PRC
i

PRC
i

PRC
FE

RMB10,260 million
ARE10260E 8T

RMB4,370 million
AREAST0BETT

RMB2,082 million
ARB20828ET

RMB3,361 million
ARE3BIEET

RMB1,500 million
ARB15008ET

RMB900 million
AEHOEET

RMB3,166 million
ARE3166EET

RMB1,000 million
ARB1,008ET

RMB2,655 million
AREE2 655 BETT

1 80 KUNLUN ENERGY COMPANY LIMITED ANNUAL REPORT 2025

Limited liability company
EREELA

Limited liability company
EREELA

Limited liability company
BREERA

Limited liability company
EREERLA

Limited liability company
EREELA

Limited liability company
AREELA

Limited liability company
BEREFEAT

Limited liability company
AREERA

Limited liability company
BREMEAH

CEE

100.00% (note (i)
(H35E ()

100.00% (note (i)
(HI3E )

77.88% (note (i)
GEA)

100.00% (note (i)
(& ()

51.00% (note (i)
(B33 ()

51.00% (note (i)
(P &E )

55.00% (note (i)
(HIEE )

51.00% (note (i)
(H3E )

70.00% (note (i)
(H3E )

0} HARBEEFARD -



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

37 COMPANY - LEVEL STATEMENT OF FINANCIAL 37 4 5]J/E m B #4k % &
POSITION

31 December 31 December
2025 2024

202512 H31H 2024512 A31H
Note RMB’million RMB’million
B 5 AREBEER AREBHETT

Assets EE
Non-current assets FREBEE
Property, plant and equipment Y - BB K& E 17 5
Investments in associates REE R R 2R E 1,469 1,469
Investments in joint ventures REBREZIRE 933 933
Investments in subsidiaries RHTB AR ZIZE 32,082 30,654
Other non-current assets HMIERESEE 93 1
e, 34594 33,062
Current assets REBEE
Prepayments and other current TE A 3R K E A 7 ED
assets BE 250 1,542
Cash and cash equivalents BekB&EEER 13,606 18,122
i 13856 19,664
Total assets HWEE 48,450 52,726
Equity R
Capital and reserves attributable Z< 2 7] I& 58 FE {45 I& 24
to shareholders of the Company K f# &
Share capital A& A 26 71 71
Retained earnings EIEAEF 27 7,896 8,470
Other reserves H & 27 35,993 35,993
. 439%0 44,534
Liabilities =R
Current liabilities REBAE
Accounts payable and accrued FERTER R K FEET
liabilities BfE 963 082
Income tax payable FERTFTISEL 3 20
Short-term borrowing HHEE - 3,592
Lease liabilities HEAE 5 3
971 4,597
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

37 COMPANY - LEVEL STATEMENT OF FINANCIAL 37

38

39

182

DE)EE BN R ()

POSITION (CONTINUED)
31 December 31 December
2025 2024
202512 H31H 2024412 A31H
Note RMB’million RMB’million
B 2E AREEBEETT AREBETT
Non-current liabilities FkRBAE
Long-term borrowings RHEE 3,514 3,594
Lease liabilities HEAE 5 1
. 3519 3595
Total liabilites ~~~~~ #&8&% 449 8192
Total equity and liabilities EEhaEEEs 48,450 52,726
Net current assets RBEERE 12,885 15,067
Total assets less current liabilities 2EERAREBEE 47,479 48,129

IMMEDIATE AND ULTIMATE CONTROLLING PARTY

At 31 December 2025, the Directors consider the parent and
ultimate controlling party of the Group to be PetroChina HK and
CNPC which are incorporated in Hong Kong and established in
the PRC, respectively.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2025

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments which are not yet effective
for the year ended 31 December 2025 and which have not been
adopted in these financial statements. These developments
include the following which may be relevant to the Group.
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Notes to the Consolidated Financial Statements

Aok 1 0 285 A I

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

39 POSSIBLE IMPACT OF AMENDMENTS, NEW 39 #ZE2025F 12831 HILEE
STANDARDS AND INTERPRETATIONS ISSUED BUT & 98 i 18 36 K & SV S 5T -
NOT YET EFFECTIVE FOR THE YEAR ENDED 31 MEARRENTERE

DECEMBER 2025 (CONTINUED) (%)

Effective for
accounting periods

beginning on or after
RUAT B #sk 2z &
Pt < &5t I A

Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial instruments: 1 January 2026
disclosures — Contracts referencing nature dependent electricity
ERVBRELENFEOFMEBMBREERNE 7R 2IEF] - B REKBEALR 20261 H1H
FEBNNERZER]
Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial instruments: 1 January 2026
disclosures — Amendments to the classification and measurement of financial
instruments
BERVBRELENBEIORMEBUBREENE 7R 2B - HEMI A EM 20261 HA1H
FTEZIBE]
Annual improvements to HKFRSs — Volume 11 1 January 2026
ERVBHRELEANFERE-F 115 20261 A1H
HKFRS 18, Presentation and disclosure in financial statements 1 January 2027
BEMBERELENE 185 - MBMERA TR E 20271 H1H
HKFRS 19, Subsidiaries without public accountability: disclosures 1 January 2027
BB MELRE195  BAKBEENFRA : KE 20271 A18
Amendments to HKFRS 10, Consolidated financial statements and HKAS 28, To be Determined

Investments in associates and joint ventures: Sale or contribution of assets between
an investor and its associate or joint venture

BERVBHRELEE10R 2B : EHVBHRERRB AT ERFE 285 2 185] - F5E
REEERNRIREEREIRE  REFHABENFNIEGELEREEL
SHEIEA
The Group is in the process of making an assessment of what REBERIEFTHZSFBRRFAEAR
the impact of these developments is expected to be in the initial BERERPECEHEE - BAiAE
application. So far it has concluded that the adoption of them is ERBEMNZFB R ERHES
unlikely to have a significant impact on the consolidated financial MERRETGEKREATE -
statements.
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES

(a)

184

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed, or has rights,
to variable returns from its involvement with the entity and
has the ability to affect those returns through its power over
the entity. When assessing whether the Group has power,
only substantive rights (held by the Group and other parties)
are considered.

Subsidiaries are consolidated into the consolidated financial
statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions
and cash flows and any unrealised profits arising from
intra- group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the
same way as unrealised gains but only to the extent that
there is no evidence of impairment.

Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(@)

Subsidiaries and non-controlling interests
(Continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to the equity shareholders of the
Company. Non-controlling interests in the results of the
Group are presented on the face of the consolidated
statement of comprehensive income as an allocation of
the total profit or loss and total comprehensive income for
the year between non-controlling interests and the equity
shareholders of the Company.

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made to
the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and no
gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised in
profit or loss. Any interest retained in that former subsidiary
at the date when control is lost is recognised at fair value
and this amount is regarded as the fair value on initial
recognition of a financial asset (see Note 40(g)) or, when
appropriate, the cost on initial recognition of an investment
in an associate or a joint venture (see Note 40(b))..

In the Company’s statement of financial position, an
investment in subsidiary is stated at cost less impairment
losses (see Note 40())(ii)).

f B B 25 A BT

For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(b)

186

Associates and joint ventures

An associate is an entity in which the Group has significant
influence, but not control or joint control.

A joint venture is an arrangement whereby the Group
and other parties contractually agree to share control of
the arrangement, and have rights to the net assets of the
arrangement.

An investment in an associate or a joint venture is
accounted for in the consolidated financial statements
using the equity method. Under the equity method, the
investment is initially recorded at cost, which includes
purchase price, other costs directly attributable to the
acquisition of the investment, and any direct investment into
the associate or joint venture that forms part of the Group’s
equity investment. Thereafter, the investment is adjusted
for the post acquisition change in the Group’s share of the
investee’s net assets and any impairment loss relating to
the investment. The Group’s share of the post-acquisition,
post-tax results of the investees and any impairment losses
for the year are recognised as profit or loss, whereas the
Group’s share of the post-acquisition post-tax items of the
investees’ other comprehensive income is recognised as
other comprehensive income.
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For the year ended 31 December 2025
HZE2025F 12 A31 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED) 40 EESHEK(E
Associates and joint ventures (Continued) b BEQXRARSELFE
(48)

When the Group’s share of losses exceeds its interest EFERBLEMLERR
in the associate or the joint venture, the Group's interest REBZHERERLEZEZE  WH
is reduced to nil and recognition of further losses is TEERBEINEE HEAEEA
discontinued except to the extent that the Group has BITEAESEERME  sKZARK
incurred legal or constructive obligations or made payments WIS & B Ve AT R BIBR N o TE
on behalf of the investee. For this purpose, the Group’s HME ANEBEZRERANUER
interest is the carrying amount of the investment under the ERERE 2 REE R E A EA
equity method together with any other long- term interests R ZEREZELEAR
that in substance form part of the Group’s net investment AEBHBERAHEELETF
in the associate or the joint venture (after applying the KWEZ o (MiB@EEMER
expected credit loss model to such other long-term F“*F’E%iﬁﬁﬁﬁﬁgﬂéﬁﬂﬁ(ZZD
interests where applicable (see Note 40())(i). W) GE2EMEE400)3) °
Unrealised profits and losses resulting from transactions AEEEBENRREELEL
between the Group and its associates and joint venture MR GFEE 2 RERBRHEIZ
are eliminated to the extent of the Group’s interest in the AREBERIREEMN 2L
investee, except where unrealised losses provide evidence R EREREBEADEE
of an impairment of the asset transferred, in which case BEZREREZFEARI
they are recognised immediately in profit or loss. BERER REHEEBEELA

MBI NFER o

In the Company’s statement of financial position, $”D\ETZE\M%#SR%§W C OB
investments in associates and joint ventures are stated at RAIRGELEZIRELRKAR
cost less impairment losses. Impairment loss is measured BEBEINER - REBEENER
by comparing the recoverable amount of the investment B EMA Wb SRR EERER
with its carrying amount (see Note 40()(i)). B (R M3 400)) 5t & °
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(c)

188

Accounting for production sharing contracts

Production sharing contracts constitute joint operations.
The Group shall recognise in relation to its interest in joint
operations:

M

its assets, including its share of any assets held

jointly;

its liabilities, including its share of any liabilities
incurred jointly;

its revenue from the sale of its share of the output
arising from the joint operations;
its share of the revenue from the sale of the output by

the joint operations; and

its expenses, including its share of any expenses
incurred jointly.

Foreign currencies

U)

Functional currency

Items included in the financial statements of each
entity in the Group are measured using the currency
of the primary economic environment in which
the entity operates (the “functional currency”). The
Company’s functional currency is Renminbi (“RMB”).
The consolidated financial statements are presented
in RMB.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(d) Foreign currencies (Continued)

(i)

Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the end of the
reporting period. Exchange gains and losses are
recognised in profit or loss.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling
at the transaction dates. The transaction date is the
date on which the Company initially recognises such
nonmonetary assets or liabilities. Non-monetary assets
and liabilities denominated in foreign currencies that
are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was
measured.

The results of foreign operations are translated
into presentation currency at the exchange rates
approximating the foreign exchange rates ruling
at the dates of the transactions. Statement of
financial position items, including goodwill arising on
consolidation of foreign operations acquired on or
after 1 January 2005, are translated into presentation
currency at the closing foreign exchange rates at the
end of the reporting period. The resulting exchange
differences are recognised in other comprehensive
income and accumulated separately in equity in the
translation reserve. Goodwill arising on consolidation
of a foreign operation acquired before 1 January 2005
is translated at the foreign exchange rate that applied
at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.
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For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e)

190

Property, plant and equipment

Property, plant and equipment, including oil and gas
properties and construction in progress, are initially
recorded in the consolidated statement of financial position
at cost where it is probable that they will generate future
economic benefits. Cost represents the purchase price of
the asset and other costs incurred to bring the asset into
existing use. For construction in progress, cost comprises
direct costs of construction as well as interest charges,
and foreign exchange differences on related borrowed
funds to the extent that they are regarded as an adjustment
to interest charges, during the periods of construction.
Construction in progress is transferred to property, plant
and equipment when the asset is substantially ready for
its intended use. Subsequent to their initial recognition,
property, plant and equipment are carried at cost less
accumulated depreciation, depletion and amortisation
(including any impairment) (see Note 40(l)(ii)).

The residual values and useful lives of assets are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

Gains and losses on disposals of property, plant and
equipment are determined by reference to their carrying
amounts and are recorded in profit or loss.

Interest and other costs on borrowings to finance the
construction of property, plant and equipment are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use.
Costs for repair and maintenance activities are expensed
as incurred except for costs of components that result in
improvements or betterments which are capitalised as part
of property, plant and equipment and depreciated over their
useful lives.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(f) Intangible assets

U)

(i)

Goodwill

Goodwill represents the excess of the aggregate of
the fair value of the consideration transferred, the
amount of any non-controlling interest in the acquiree
and the fair value of the Group’s previously held
equity interest in the acquiree; over the net fair value
of the acquiree’s identifiable assets and liabilities
measured as at the acquisition date.

When (ii) is greater than (i), then this excess is
recognised immediately in profit or loss as a gain on a
bargain purchase.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill arising on a business
combination is allocated to each cash-generating unit,
or groups of cash generating units, that is expected
to benefit from the synergies of the combination.
Separately recognised goodwill is tested annually for
impairment (see Note 40(/)(i))). Impairment losses on
goodwill are not reversed.

On disposal of a cash generating unit during the
year, any attributable amount of purchased goodwill
is included in the calculation of the profit or loss on
disposal.

Other intangible assets

Other intangible assets that are acquired by
the Group are stated at cost less accumulated
amortisation (where the estimated useful life is finite)
and impairment losses (see Note 40(/)(ii)). Expenditure
on internally generated goodwill and brands is
recognised as an expense in the period in which it is
incurred.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(f

@

192

Intangible assets (Continued)

(i)  Other intangible assets (Continued)

Intangible assets are not amortised while their useful
lives are assessed to be indefinite. Any conclusion
that the useful life of an intangible asset is indefinite
is reviewed annually to determine whether events
and circumstances continue to support the indefinite
useful life assessment for that asset. If they do
not, the change in the useful life assessment from
indefinite to finite is accounted for prospectively from
the date of change and in accordance with the policy
for amortisation of intangible assets with finite lives as
set out above.

Other investments in debt and equity securities

The Group’s policies for investments in debt and equity
securities, other than investments in subsidiaries, associates
and joint ventures, are set out below.

Investments in debt and equity securities are recognised/
derecognised on the date the Group commits to purchase/
sell the investments. The investments are initially stated at
fair value plus directly attributable transaction costs, except
for those investments measured at fair value through profit
or loss (“FVPL”) for which transaction costs are recognised
directly in profit or loss. For an explanation of how the
Group determines fair value of financial instruments, see
Note 3.3. These investments are subsequently accounted
for as follows, depending on their classification.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(g) Other investments in debt and equity securities
(Continued)

U)

Investments other than equity investments

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

- amortised cost, if the investment is held for

the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment is
calculated using the effective interest method.

- fair value through other comprehensive income

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

- FVPL, if the investment does not meet the

criteria for being measured at amortised
cost or FVOCI (recycling). Changes in the fair
value of the investment (including interest) are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

9

(h)

194

Other investments in debt and equity securities

(Continued)

(i) Equity investments

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

as other income.

Leased assets

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration. 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.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(h) Leased assets (Continued)

U)

As a lessee

Where the contract contains lease components and
non-lease components, the Group has elected not
to separate non-lease components and accounts
for each lease component and any associated non-
lease components as a single lease component for all
leases.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease liability,
except for short-term leases that have a lease term
of 12 months or less and leases of low-value assets.
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 expenses 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 Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(h)

196

Leased assets (Continued)

0)

As a lessee (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 assets 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. 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.

In the consolidated statement of financial position,
the current portion of long-term lease liabilities is
determined as the present value of contractual
payments that are due to be settled within twelve
months after the reporting period.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(h) Leased assets (Continued)

(i)

As a lessor

When the Group acts as a lessor, it determines
at lease inception whether each lease is a finance
lease or an operating lease. A lease is classified
as a finance lease if it transfers substantially all the
risks and rewards incidental to the ownership of an
underlying assets to the lessee. If this is not the case,
the lease is classified as an operating lease.

When a contract contains lease and non-lease
components, the Group allocates the consideration in
the contract to each component on a relative stand-
alone selling price basis.

Inventories

Inventories include natural gas, crude oil and others which

are stated at the lower of cost and net realisable value.

Cost of inventories is primarily determined by the weighted
average cost method, which comprises raw materials,
direct labour, other direct costs and related production
overheads, but excludes borrowing costs. Net realisable

value is the estimated selling price in the ordinary course of

business, less the cost of completion and selling expenses.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

0)

198

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue before being unconditionally entitled to the
consideration under the payment terms set out in the
contract. Contract assets are assessed for expected credit
losses (“ECLs”) in accordance with the policy set out in
Note 40())(i) and are reclassified to receivables when the
right to the consideration has become unconditional.

A contract liability is recognised when the customer pays
refundable consideration before the Group recognises the
related revenue.

For a single contract with the customer, either a net
contract asset or a net contract liability is presented. For
multiple contracts, contract assets and contract liabilities of
unrelated contracts are not presented on a net basis.

Accounts receivable

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration is
due.

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses..
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

() Credit losses and impairment of assets

U)

Credit losses from financial instruments

The Group recognises a loss allowance for ECL on
financial assets measured at amortised cost (including
cash and cash equivalents, accounts and other
receivables, and contract assets, which are held
for the collection of contractual cash flows which
represent solely payments of principal and interest)
and debt securities measured at FVOCI (recycling).

Financial assets at fair value through other
comprehensive income measured at fair value,
including equity securities designated at FVOCI
(nonrecycling), are not subject to the ECL
assessment.

Measurement of ECLs

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

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

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(1)

200

Credit losses and impairment of assets
(Continued)

U)

Credit losses from financial instruments
(Continued)

Measurement of ECLs (Continued)

ECLs are measured on either of the following bases:

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

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

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

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month ECLs
unless there has been a significant increase in credit
risk of the financial instrument since initial recognition,
in which case the loss allowance is measured at an
amount equal to lifetime ECLs.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

() Credit losses and impairment of assets
(Continued)

U)

Credit losses from financial instruments
(Continued)

Significant increases in credit risk

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

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

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

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

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

- existing or forecast changes in the technological,
market, economic or legal environment that
have a significant adverse effect on the debtor’s
ability to meet its obligation to the Group.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(1)

202

Credit losses and impairment of assets
(Continued)

U)

Credit losses from financial instruments
(Continued)

Significant increases in credit risk (Continued)

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

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

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

() Credit losses and impairment of assets
(Continued)

(i)

Impairment of non-financial assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

property, plant and equipment, including right-
of-use assets;

- oil and gas properties;
- intangible assets;
- goodwill; and

- investments in subsidiaries, associates and joint
ventures.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not ready for use and
intangible assets that have indefinite useful lives, the
recoverable amount is estimated annually whether or
not there is any indication of impairment.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(1)

204

Credit losses and impairment of assets
(Continued)

Impairment of non-financial assets
(Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the
higher of its fair value less costs of sell and
its value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount rate
that reflects current market assessments of the
time value of money and the risks specific to
the asset. Where an asset does not generate
cash inflows largely independent of those
from other assets, the recoverable amount is
determined for the smallest group of assets that
generates cash inflows independently (i.e. a
cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or
the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-
generating unit (or group of units) and then, to
reduce the carrying amount of the non-financial
assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an
asset will not be reduced below its individual fair
value less costs of disposal (if measurable) or
value in use (if determinable).
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

()

Credit losses and impairment of assets
(Continued)

(i) Impairment of non-financial assets
(Continued)

- Reversals of impairment losses

An impairment loss in respect of assets
other than goodwill is reversed if there has
been a favourable change in the estimates
used to determine the recoverable amount.
A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals
of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised.

(m) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, deposits held with banks and highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months
of maturity at acquisition. Cash and cash equivalents are
assessed for ECL in accordance with the policy set out in
Note 40())(i).

Accounts payable

Accounts payable are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(0)

206

Borrowings

Borrowings are measured initially at fair value less
transaction costs. Subsequent to initial recognition, interest-
bearing borrowings are stated at amortised cost using the
effective interest method.

General and specific borrowing costs directly attributable
to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial
period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or
sale.

All other borrowing costs are recognised in the profit or loss
in the period in which they are incurred.

Borrowings are classified as current liabilities unless the
Group has unconditional rights to defer settlements of the
liabilities for at least 12 months after the end of the reporting
period.

Taxation

Income tax expense for the period comprises current and
deferred tax. Tax is recognised in the profit or loss, except
to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or
directly in equity, respectively.

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at
the statement of financial position date in the countries
where the Group, associates and joint ventures operate
and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate
on the basis of amounts expected to be paid to the tax
authorities. Current tax also includes any tax arising from
dividends.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

()

Taxation (Continued)

Deferred income tax is recognised, in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts
used for taxation purposes. However, deferred tax liabilities
are not recognised if they arise from initial recognition of
goodwill. The deferred income tax is not accounted for
if it arises from initial recognition of an asset or liability in
a transaction other than a business combination that at
the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the statement of financial position
date and are expected to apply when the related deferred
income tax asset is realised or the deferred income tax
liability is settled.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.

Deferred income tax liabilities and assets are not recognised
for temporary differences arising on investments in foreign
operations where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable that
the temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable
entity or different taxable entities where there is an intention
to settle the balances on a net basis.

The Group also incurs various other taxes and levies that
are not income tax. “Taxes other than income taxes”,
which form part of operating expenses, primarily comprise
resource tax, urban construction tax and education
surcharges.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(@

208

Dividends

Dividend income is recognised when the right to receive
payment is established.

Government grants

Government grants are the gratuitous monetary assets
or non-monetary assets that the Group receives from the
government, excluding capital injection by the government
as an investor. Special funds such as investment grants
allocated by the government, if clearly defined in official
documents as part of “capital reserve” are dealt with as
capital contributions, and not regarded as government
grants.

Government grants are recognised when there is
reasonable assurance that the grants will be received and
the Group is able to comply with the conditions attaching
to them. Government grants in the form of monetary assets
are recorded based on the amount received or receivable,
whereas non-monetary assets are measured at fair value.

Government grants received in relation to assets are
recorded as deferred income, and recognised evenly in
profit or loss over the assets’ useful lives. Government
grants received in relation to revenue are recorded as
deferred income, and recognised as income in future
periods as compensation when the associated future
expenses or losses arise; or directly recognised as income
in the current period as compensation for past expenses or
losses.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(8)

Provisions

Provisions for environmental restoration, restructuring costs
and legal claims are recognised when: () the Group has a
present legal or constructive obligation as a result of past
events; (i) it is probable that an outflow of resources will be
required to settle the obligation; and (jii) reliable estimates of
the amount can be made.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the
expenditure expected to be required to settle the obligation
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due
to passage of time is recognised as interest expenses.

Retirement benefit plans

The Group contributes to various employee retirement
benefit plans organised by PRC municipal and provincial
governments under which it is required to make monthly
contributions to these plans at prescribed rates for its
employees in the PRC. The relevant PRC municipal
and provincial governments undertake to assume the
retirement benefit obligations of existing and future retired
employees of the Group in the PRC. The Group has similar
retirement benefit plans for its employees in its overseas
operations. Contributions to these PRC and overseas plans
are charged to expense as incurred. The Group currently
has no additional material obligations outstanding for the
payment of retirement and other post retirement benefits of
employees in the PRC or overseas other than the monthly
contributions described above.
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Notes to the Consolidated Financial Statements

f B B 25 A B

For the year ended 31 December 2025
HZE2025F 12 A1 ALLFE

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(u) Related parties

(@)

(b)

210

A person, or a close member of that person’s family,
is related to the Group if that person:

)

(i)

(i)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or the Group’s parent.

An entity is related to the Group if any of the following
conditions applies:

0)

(i)

(i)

(iv)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is
a member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.
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Notes to the Consolidated Financial Statements

40 MATERIAL ACCOUNTING POLICIES (CONTINUED)

(u)

(v)

Related parties (Continued)

(b)  (Continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vi) A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

(viii)  The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the consolidated financial statements, are
identified from the financial information provided regularly
to the Group’s most senior executive management and
Executive Directors for the purposes of allocating resources
to, and assessing the performance of, the Group’s various
lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments
have similar economic characteristics and are similar in
respect of the nature of products and services, the nature
of production processes, the type or class of customers,
the methods used to distribute the products or provide
the services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.
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Reserve Quantities Information

INFORMATION ON EXPLORATION AND PRODUCTION
SEGMENT

In accordance with the Listing Rule 18.18, this section provides
supplemental information on oil and gas producing activities of the
Group.

Proved Oil and Gas Reserve Estimates

The following table sets forth the Company’s estimated proved
developed reserves and proved reserves as at December 2023
2024 and 2025. The tables are formulated on the basis of reports
prepared by DeGolyer and MacNaughton and Ryder Scott Company,
independent engineering consultancy companies.

FRAMKEEERR2ER

RELTRAE18181&  AERMAFHA
EEEREETHHHTEN

PREAH S G 2 G T

TR B HI A D B 2023 F ~ 2024 F K 2025
FI2AZEHGEHAECHRERERTAR
E RERBIOIBEBEBLIEBEMAR
DeGolyerand MacNaughton # Ryder Scott
Company 7 8 2 & M iwm &

Crude Oil JF M
Proved

developed Proved
reserves reserves
(Estimation) (Estimation)
RACHZEGRE RPFE
(f&5H) (f&5H)
(million barrels) (million barrels)
(B&) (B&EM)
Reserve as at 31 December 2022 MR2022F 12 A1 B 2= 26.1 35.5
2023 Revision 20283 F{ER] 16.2 14.0
2023 Production 20235 ES ©9.1) ©9.1)
Reserve as at 31 December 2023 MR2023F12 A1 HZ = 33.2 40.4
2024 Revision 2024 FEFT 6.9 3.6
2024 Production 2024 F ES (8.3) (8.3)
Reserve as at 31 December 2024 MR2024F 12 A1 B 2= 31.8 35.7
2025 Revision 2025 F{EF] 8.7 7.3
2025 Production 2025 FFES (8.6) (8.6)
Reserve as at 31 December 2025 MR2025F 12 A1 HZ = 31.9 34.4
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Reserve Quantities Information

Natural Gas

i i

Proved
developed
reserves
(Estimation)

Proved
reserves
(Estimation)
RARE

(& &t)

(million cu feet)
(BB AR)

RACHRRE
(& &t)

(million cu feet)
(B8 AR)

Reserve as at 31 December 2022 MR2022F 12 A1 HZ & 81,760.2 87,984.9
2023 Revision 2023 F (&3] 50,038.1 49,209.6
2023 Production 2023 FES (20,449.5) (20,449.5)
Reserve as at 31 December 2023 M2023F 12 A31 B2 @E= 111,348.8 116,745.0
2024 Revision 2024 F{&3FT 14,741.2 13,552.8
2024 Production 2024 FES (18,096.6) (18,096.6)
Reserve as at 31 December 2024 MR2024F12 A1 HZ M= 107,993.4 112,201.2
2025 Revision 2025 F{&RT 4,461.2 3,361.2
2025 Production 2025 FES (18,096.6) (18,096.6)
Reserve as at 31 December 2025 R2025F 12 A1 B 2f#= 94,358.0 97,465.8
Definition: Es:

The petroleum reserves are classified as follows: AHRBESENAT

Proved oil and gas reserves — Proved oil and gas reserves are
those quantities of oil and gas, which by analysis of geoscience and
engineering data, can be estimated with reasonable certainty to be
economically producible — from a given date forward, from known
reservoirs, and under existing economic conditions, operating methods,
and government regulations — prior to the time at which contracts
providing the right to operate expire, unless evidence indicates that
renewal is reasonably certain, regardless of whether deterministic or
probabilistic methods are used for the estimation. The project to extract
the hydrocarbons must have commenced or the operator must be
reasonably certain that it will commence the project within a reasonable
time.

F R mE - R ARMERAGT B
EARMNERMNEMBE BRIEFRESER
EZENGEHFR TR BB IKFEM
TREENON  RAEE SRR
AR B KB - ERMBUTE SR - ATIAE
EHEECAHRE KB B RNEE - 1/
BACHMAEDRKSIEXRERCERTEES
REERENRBIER -
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Reserve Quantities Information

filf B R

(i)

(i)
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The areas of the reservoir considered as proved includes:

(A) The area identified by drilling and limited by fluid contracts, if
any, and (B) Adjacent undrilled portions of the reservoir that can,
with reasonable certainty, be judged to be continuous with it
and to contain economically producible oil or gas on the basis of
available geoscience and engineering data.

In the absence of data on fluid contracts, proved quantities in a
reservoir are limited by the lowest known hydrocarbons (LKH)
as seen in a well penetration unless geoscience, engineering, or
performance data and reliable technology establishes a lower
contact with reasonable certainty.

Where direct observation from well penetrations has defined a
highest known oil (HKO) elevation and the potential exists for an
associated gas cap, proved oil reserves may be assigned in the
structurally higher portions of the reservoir only if geoscience,
engineering, or performance data and reliable technology
establish the higher contact with reasonable certainty.

Reserves which can be produced economically through
application of improved recovery techniques (including, but not
limited to, fluid injection) are included in the proved classification
when:

(A) Successful testing by a pilot project in an area of the reservoir
with properties no more favourable than in the reservoir as a
whole, the operation of an installed program in the reservoir or an
analogous reservoir, or other evidence using reliable technology
establishes the reasonable certainty of the engineering analysis
on which the project or program was based; and (B) The project
has been approved for development by all necessary parties and
entities, including governmental entities.

Existing economic conditions include prices and costs at which
economic producibility from a reservoir is to be determined. The
price shall be the average price during the 12-month period
prior to the ending date of the period covered by the report,
determined as an unweighted arithmetic average of the first-day-
of-the-month price for each month within such period, unless
prices are defined by contractual arrangements, excluding
escalations based upon future conditions.
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Reserve Quantities Information

Developed oil and gas reserves — Developed oil and gas reserves are
reserves of any category that can be expected to be recovered:

M

(i)

Through existing wells with existing equipment and operating
methods or in which the cost of the required equipment is
relatively minor compared to the cost of a new well; and

Through installed extraction equipment and infrastructure
operational at the time of the reserves estimate if the extraction is
by means not involving a well.

Undeveloped oil and gas reserves — Undeveloped oil and gas reserves
are reserves of any category that are expected to be recovered
from new wellOs on undrilled acreage, or from existing wells where a
relatively major expenditure is required from recompletion.

M

(i)

(i)

Reserves on undrilled acreage shall be limited to those directly
offsetting development spacing areas that are reasonably
certain of production when drilled, unless evidence using reliable
technology exists that establishes reasonable certainty of
economic producibility at greater distances.

Undrilled locations can be classified as having undeveloped
reserves only if a development plan has been adopted indicating
that they are scheduled to be drilled within five years, unless the
specific circumstances, justify a longer time.

Under no circumstances shall estimates for undeveloped reserves
be attributable to any acreage for which an application of fluid
injection or other improved recovery technique is contemplated,
unless such techniques have been proved effective by actual
projects in the same reservoir or an analogous reservoir, or by
other evidence using reliable technology establishing reasonable
certainty.
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Reserve Quantities Information
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gesultstof Operations for Exploration and Production &hiiREEEERIREEELE
egmen

2025 2024
2025 % 2024 4

RMB’million  RMB’million
ARBEERT ARKBEET

BZE2025F12A31BILEE

For the year ended 31 December 2025

Gross revenue BN 146 171
Less: Inter-company adjustment B R AE R - -
Revenue from external customers KREINBEE ZWA 146 171
Segment results RIR AR 37 (12)
Share of profits less losses of: e &= FRE 18 -

— Associates — B g QA 88 28
— Joint ventures —REDE 209 207
Profit before income tax expense bR FT1S L B AR A& 334 223
Segment results included: IR E B -

— Interest income —F B A 5 22
— Depreciation, depletion and amortisation —E  BREEEH (28) (19)
— Interest expenses —HMEZH - -
— Net exchange losses —E X B FE (4) (2)
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Reserve Quantities Information
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Costs Incurred for Property Acquisitions, Exploration and 402 UxEg - BiIREEEEE 2K
Production: N

Costs Incurred for Property Acquisitions, Exploration and #7128 - By REFR B EBEE 2
Development Activities DN

2025 2024
2025 F 2024 F

RMB’million RMB’million
AR®EBEER ARBBET

The Group AEH
Exploration costs BhER A AR 28 27
Development cost il B2 B AR 3 8
Total et 31 35
Equity method investments AR E
Share of costs of property acquisition DiEEE NI NEBRE
exploration and development of associates Y ENEE - MR &
and joint ventures DN 631 612
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Other Corporate Information
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BOARD OF DIRECTORS

Executive Directors
Mr. Liu Guohai (Chairman)

Mr. He Yongli (Chief Executive Officer)
(Appointed on 30 January 2026)

Mr. Qian Zhijia (Chief Executive Officer)
(Resigned on 30 January 2026)

Non-executive Directors
Ms. Lyu Jing

Mr. Qi Zhenzhong

Independent Non-executive Directors:
Mr. Sun Patrick

Mr. Tsang Yok Sing Jasper
Mr. Kwok Chi Shing

COMPANY SECRETARY
Mr. Xie Mao

BERMUDA RESIDENT REPRESENTATIVE

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM11, Bermuda

AUDITOR
KPMG

Fublic Interest Entity Audiitor registered in accordance with
the Accounting and Financial Reporting Council Ordinance

BANKERS

Industrial and Commercial Banking of China Limited
China Construction Bank Corporation

Bank of China Limited

Agricultural Bank of China Limited

Bank of China (Hong Kong) Limited
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BRI (7T AEE)
(7R 202641 A30HEZRT)
BORRIE (7T BAEE)
(720264 1 A 30 HET)
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BEERENRSE

Conyers Corporate Services (Bermuda) Limited

Clarendon House
2 Church Street
Hamilton HM11, Bermuda
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STOCK CODE
The Stock Exchange of Hong Kong Limited

00135.HK

WEBSITE

http://www.kunlun.com.hk

PRINCIPAL BOARD COMMITTEES

Audit Committee
Mr. Sun Patrick (Chairman)

Mr. Tsang Yok Sing Jasper
Mr. Kwok Chi Shing

Remuneration Committee
Mr. Tsang Yok Sing Jasper (Chairman)

Mr. Sun Patrick
Mr. Kwok Chi Shing

Nomination Committee
Mr. Liu Guohai (Chairman)

Ms. Lyu Jing

Mr. Sun Patrick

Mr. Tsang Yok Sing Jasper
Mr. Kwok Chi Shing

Sustainability Committee
Mr. He Yongli (Chairman)™

Mr. Qi Zhenzhong®
Mr. Tsang Yok Sing Jasper
Mr. Kwok Chi Shing
Mr. Qian Zhijia (Chairman)®

Note:

(1) appointed as the chairman of the Sustainability Committee with effect from 30
January 2026

2) appointed as a member of the Sustainability Committee with effect from 30
January 2026

©)) resigned as the chairman of the Sustainability Committee with effect from 30

January 2026.
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SOLICITOR
Clifford Chance

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM11, Bermuda

PRINCIPAL OFFICE
39/F., 118 Connaught Road West

Hong Kong

Telephone: 2522 2282
E-mail: info@kunlun.com.hk
Fax: 2868 1741

PRINCIPAL REGISTRARS

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM11, Bermuda

REGISTRARS IN HONG KONG

Tricor Investor Services Limited
17/F

Far East Finance Centre

16 Harcourt Road

Hong Kong
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FERBBFREICE

Conyers Corporate Services (Bermuda) Limited
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