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Important Notice

The Board, Supervisory Committee and all Directors, Supervisors and senior management of the
Company warrant that this report does not contain any misrepresentations, misleading statements
or material omissions, and are jointly and severally liable for the authenticity, accuracy and
completeness of the information contained in this report.

This report was approved at the twelfth meeting of the fifth session of the Board of the Company.
8 out of 8 Directors attended the meeting in person.

KPMG has issued a standard unqualified independent auditor’s report in accordance with the Hong
Kong Standards on Auditing on the Company’s financial statements for the year 2021 prepared
under the International Financial Reporting Standards.

Wang Xiangxi, Chairman of the Company, Xu Shancheng, Chief Financial Officer, and Yu
Yanling, person-in-charge of the Accounting Department, warrant the authenticity, accuracy and
completeness of the financial statements contained in this report.

The Board proposed the payment of a final dividend in cash of RMB2.54 per share (inclusive
of tax) for the year 2021 based on the total registered share capital on the equity registration
date of the implementation of the equity distribution. The profit distribution proposal is subject
to the approval by shareholders at the general meeting. According to the total share capital of
19,868,519,955 shares of the Company as at 31 December 2021, the final dividend totaling
RMB50,466 million (inclusive of tax) will be paid.

Disclaimer of forward-looking statements: The forward-looking statements in this report made on
the basis of subjective assumptions and judgments on future policies and economic conditions,
which are subject to risks, uncertainties and assumptions, may differ materially from the actual
outcome. Such statements do not constitute actual commitments to investors. Investors should
be aware that undue reliance on or use of such information may lead to risks of investment.

Is there any situation of non-operating appropriation of funds by controlling shareholder(s) and its
subsidiaries?: No

Is there any situation of violation of decision-making procedures for external guarantee provision?:
No

Whether more than half of the Directors cannot guarantee the authenticity, accuracy and
completeness of the annual report disclosed by the Company?: No

Warning on major risks: impacted by the supply and demand of coal and power generation and
the adjustment to industrial policies, the Group is exposed to some uncertainties on achieving
the business targets for 2022. In addition, investors please note that the Company has disclosed
risks including safe production and environmental protection, market competition, investment,
engineering project management, international operation, macroeconomic fluctuations, integrated
operation and policy etc. in the section headed “Director’s Report™.
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Section | Definitions

Unless the context otherwise requires, the following terms used in this report have the following

meanings:

China Shenhua/the Company

The Group

China Energy

China Energy Group
China Guodian
Guodian Group

GD Power
Shendong Coal
Shendong Power
Zhunge’er Energy
Baorixile Energy
Beidian Shengli
Shuohuang Railway
Railway Equipment

Trading Group

Huanghua Harbour Administration
Tianjin Harbour Administration

Zhuhai Harbour Administration

Shipping Corporation
Baoshen Railway
Baotou Energy

Yulin Energy

Baotou Coal Chemical
Sichuan Energy

Fujian Energy

China Shenhua Energy Company Limited
The Company and its subsidiaries

China Energy Investment Corporation Limited (0 OO OO0OOO0ODO
oooono)

China Energy and its subsidiaries (excluding the Group)
China Guodian Group Co., Ltd. (DO OO OOODODOO)
China Guodian and its subsidiaries

GD Power Development Co., Ltd.

China Energy Shendong Coal Group Co., Ltd.

Shenhua Shendong Power Co., Ltd.

Shenhua Zhunge’er Energy Co., Ltd.

China Energy Baorixile Energy Co., Ltd.

Shenhua Beidian Shengli Energy Co., Ltd.

China Energy Shuohuang Railway Development Co., Ltd.
China Energy Railway Equipment Co., Ltd.

China Energy Trading Group Limited

China Energy Huanghua Harbour Administration Co., Ltd.
China Energy (Tianjin) Harbour Administration Co., Ltd.
China Energy Zhuhai Harbour Administration Co., Ltd.
Guoneng Yuanhai Shipping Co., Ltd.

China Energy Baoshen Railway Group Co., Ltd.

China Energy Baotou Energy Co., Ltd.

China Energy Yunlin Energy Co., Ltd.

China Energy Baotou Coal Chemical Co., Ltd.

China Energy Sichuan Energy Co., Ltd.

Shenhua (Fujian) Energy Co., Ltd.
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EMM Indonesia

Zhunge’er Power

Shenmu Power
Taishan Power
Cangdong Power
Jinjie Energy
Dingzhou Power
Mengjin Power
Jiujiang Power
Huizhou Thermal
Beijing Gas-fired Power
Shouguang Power
Liuzhou Power
Pembangkitan Jawa
Yongzhou Power
Shengli Energy

Guangdong Power Sales Company

4 China Shenhua Energy Company Limited

Definitions (Continued)

PT.GH EMM INDONESIA

Power-generating division controlled and operated by Zhunge’er
Energy

China Energy Shaanxi Shenmu Power Co., Ltd.

China Energy Yudean Taishan Power Co., Ltd.

China Energy Hebei Cangdong Power Co., Ltd.

China Energy Jinjie Energy Co., Ltd.

China Energy Hebei Dingzhou Power Generation Co., Ltd.
China Energy Mengjin Thermal Power Co., Ltd.

China Energy Shenhua Jiujiang Power Co., Ltd.

China Energy (Huizhou) Thermal Power Co., Ltd.

China Energy Guohua (Beijing) Gas-fired Power Co., Ltd.
Shenhua Guohua Shouguang Power Generation Company Limited
China Energy Guangtou (Liuzhou) Power Generation Co., Ltd.
PT. Shenhua Guohua Pembangkitan Jawa Bali

China Energy Group Yongzhou Power Co., Ltd.

Shengli Energy Branch of the Company

China Energy (Guangdong) Power Sales Co., Ltd.



Jiangsu Power Sales Company

Shandong Power Sales Company
Shenhua Lease Company

Beijing GD Power

Finance Company

The deconsolidation of Finance
Company’s financial statements

Equity Transfer of Fuping Thermal
Power

JORC

SSE

HKEX

Section | Definitions (Continued)

China Energy Jiangsu New Energy Technology Development Co.,
Ltd. (formly Shenhua Guohua Jiangsu Power Sales Co., Ltd.)

Shenhua Shandong Power Sales Co., Ltd.

Shenhua (Tianjin) Finance Lease Co., Ltd.

Beijing GD Power Co., Ltd

China Energy Finance Co., Ltd.

On 1 September 2020, the completion of transaction of China
Energy Group subscribed additional registered capital of RMB7.5
billion in Finance Company at a consideration of RMB13.27 billion in
cash, and the direct and indirect shareholding ratio of the Company
in the Finance Company fell to 40%, and the Finance Company
was no longer included in the consolidated scope of financial
statements of the Company

Shendong Power, a subsidiary of the Company, transferred 100%
equity of China Energy Shaanxi Fuping Thermal Power Co., Ltd.
to China Energy Guoyuan Power Co., Ltd. The equity transfer was
completed on 7 January 2021

Australasian Code for Reporting of Mineral Resources and Ore
Reserves

Shanghai Stock Exchange

The Stock Exchange of Hong Kong Limited
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Section lll  Chairman’s Statement (Continued)

strengthened market capitalization management and optimized property rights management. We
reinforced the results of poverty alleviation, comprehensively promoted rural revitalization, arranged
assistance funds of RMB123 million, and continued to carry out co-development with local enterprises,
territorial assistance, and other assistance and donations. We implemented the cooperation deployment
of China’s State-owned Assets Supervision and Administration Commission’s (“SASAC”) “central and
local hundred pairs of enterprises™ to develop the Northeast China, signed a strategic cooperation
agreement, actively promoted the organization and implementation of the agreement, which contributed
to the vigorous development of the Northeast China. We solidly promoted ESG governance and won the
ESG Pioneer 50 Award (ESGO [0 50), the first batch of China ESG Demonstration Enterprises (0 O 0O O
ESGO O 0 O) and the CDP Water Safety Outstanding Performance Award (CDPO OO OO OO O).

Looking back to our achievements and gains in 2021, we are grateful to our great motherland, the
great era, and every organization and person who contributed to the development of China Shenhual
2022 is an important year to continue the “14th Five-Year Plan”, and we will closely unite around the
Central Party Committee with Comrade Xi Jinping as the core, firmly implement the series of important
speeches and important instructions and spirits given by General Secretary Xi Jinping during the
inspection of Yulin Chemical of China Energy Group and others. We will adhere to the working general
keynote of prudent progress, highlight the working guidance of “prudence, synergy, empowerment and
improvement”, coordinate development and safety, accurately grasp the relationship between energy
security and green transformation, synergy efficiency and costs reduction and efficiency enhancement,
innovation drive and industrial upgrade, intensive development and optimization of deployment, strategy
planning and long-term success. We will spare no efforts to ensure energy security, firmly promote
green and low-carbon development, enhance enterprise technical innovation, highlight the leading and
guarding role of high-quality building of the Party, live up to the investors’ trusts and reliance, accelerate
the establishment of a competitive first-class listed energy company in the world, and celebrate the 20th
National People’s Congress with practical actions.

Let us advance into the future together!

Wang Xiangxi
Chairman
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Overview of China Shenhua’s Operating Results for the Year of 2021

Table 3 Results of Each Segment

Table 1 Business Targets : : :
g Table 2 Financial Indicators
Target for ~ Actual amount Change
7/ Vil b Change
, , - 202 2020 %
Commercial coal production 100 millon tonnes 2978 3070 (30
Coal sles 100 million tonnes 4029 4823 (165) Revenue RMB million 335,216 233,263 37
Power generation 100 millon kWh 1805 16645 84 Profit or the year RMB miion 61,009 B398 37
Revenue RMB100 million 2,966 3,352.16 (1L5) EBITDA RMB million 101,680 79018 %7
Cost of sales RMB100 million 2048 239156 (14.4) . ; ; o
Selng, genera and adniviseie. RVBLOD o e 9N 1 Profit for the year attributable to equity RMB million 51,607 35,849 4“0
and R&D expenses and net finance holders of the Company
Costs Basic earnings per share RMBIshare 2597 1803 40
Changes in unit production costs of - Yearongear  Yearonjear Net cash generated from operating activities  RMB million 575 81,289 163
selfproduced coa mcreaseofaroilor;i IﬂCfE&SEOf&r]ﬂil;/d Net cash generated fiom operating activiies  RMB milion 9575 62690 509
! 0 excluding Finance Company
Table 4 Operation Data . :
P ; Table 5 Commercial coal production Volume
ange
201 2000 %/0 - 2021 - 2020 Change
; ; - Million tonnes  Million tonnes %
Commercial coal production millon tonnes 3070 216 53 -
Codl siles o tomes w3 uss g0 | Total production 070 216 53
Transportation turnover of selfowned bl tonne km 3034 857 6.2 By mines
ey . Shendong Mines 1892 1850 23
Loading volume at Huanghua Port millon tonnes 2150 2038 55 Zhunge’er Mines 668 62 71
Lo;gglkgvoumeatShenhuaTlanunCoa\ millon tonnes 464 4 22 Sher]g!ler]es %2 71 194
Shipping volume milon tonnes 1212 1130 13 Baorile Mmes ub a3 u4
Shipment tumover bilon tonne nm 1121 ) 05 Baotou Mines 12 18 (333)
(61035 power generation billion kWh 16645 136.33 21 By reg ions
?}Ye‘“y'el“e Sa'els :20”“"3 :0“"95 giég gg?g (2‘3) Shaanxi Province %5 ) 25
OlprOpyEne saes OusHng1omes ‘ : Ll Shanxi Province 45 30 500
Table 9 Domestic Coal Sales Volume Table 10 Capital Expenditure
Proportion —
of domestic Plan for 2022 Completion in 202L
a1 sales 0 Change RMB100 million RMBI00 milion
Million tonnes % Million tonnes % 1. Codlsegment - -
Dogyesr:;:::ses Northem China ﬁgz Iggg ﬁij ;s 2 Poter segment e 78
Eastem Chia 1789 s "y 0 Includ|ng: new energy business 5022 03
CentlChna and 800 168 766 44 | | 3 Transportaton seqments 808 5036
Souther China Including: Railway 6447 379
Northeast China 413 8.1 356 16.0 Port 1538 1002
Others 5 64 140 1179 Stigin o 05
By usage Thermal coal 3¥78 814 36.3 88 . Ppng ' '
Metalugy 185 29 1) 3 | | 4 Codl chemical segment 48 851
Chemical including coal 630 132 602 A7 5 Others % 03
slurm) ' ' '
Otres 69 L5 48 001 Total 1L ®
Table 12 Coal Sales Price
2021 2020 Change
Percentage to Percentage to
total sales  Price (excluding Sales fotal sales Price (excluding Price (excluding
Sales volume volume tax) volume volume fax) Sales volume fax)
Million tonnes % RMB/tonne Million tonnes % RMBltonne % %
Total sales volume/average price (excluing tax) 4823 1000 588 464 1000 410 8.0 434
() Classify by contract pricing mechanism
1 Sales through Trading Group 4587 951 605 4301 9.3 419 6.6 44
(1) Annual long-term agreement 2019 831 456 1900 425 30 94 200
(2) Monthly long-term agreement 196.2 407 765 1635 36 465 200 645
(3) Spot commodity 546 13 599 766 172 418 (287) 733
2 Direct sales through coal mine pit 236 49 263 163 37 176 4“8 494
(I) Classify by internal and external customers
1 Salestoexternal customers 4168 864 599 3040 882 416 58 4“0
2 Sales to internal power segment 612 71 53 a1 107 314 283 422
3 Salestointeral coal chemical segment 43 09 366 47 11 0 (85) 137

Power Railway Port Shipping Coal chemical Unallocated items Eliminations Total
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million

Revenue from external 256,241 169,197 63,959 49,348 6,838 5,804 982 974 1,321 1747 5,851 5,165 2 1,028 - - 335,216 233,263

customers

Inter-segment revenue 36,420 20,832 165 138 33,861 32919 5,458 5,385 4874 1,365 - - 27 825 (81,075) (61,464) - -
Sub-total of segment revenue 292,661 190,029 64,124 49,486 40,699 38723 6,440 6,359 6,195 3112 5,851 5,165 3 1,853 (81,075) (61,464) 335,216 233,263
Segment cost of sales (225,126) (153,373) (60,019) (38,729) (22,020) (20,304) (3,342) (3,314) (5,018) (2,755) (4,754) (4,675) (44) (28) 81,167 60,804 (239,156) (162,374)
Segment profit/(loss) from 59,125 29,832 3,010 7,976 16,310 16,636 2,720 2,678 980 209 722 259 (2,951) 1,047 92 (660) 80,008 57917

operations
As at Asat As at Asat As at Asat As at Asat As at Asat As at Asat As at Asat As at Asat As at Asat
31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 2021 31 December 2020
RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million

Segment total assets 268,067 222,984 166,654 150,299 139,551 124113 19,821 21,619 8,065 6,410 8,864 8,938 446,069 424,251 (446,494) (395,716) 610,597 562,904

Segment total liabilities (120,171) (106,897) (134,566) (110,040) (56,285) (50,470) (6,519) (6,629) (514) (257) (2,425) (2,950) (L76,717) (154,901 335,821 298,827 (161,376) (133,317)
Table 7 Cost of Sales of Coal Segment
Standard coal 2021 2020 Change 2021 2020
Totel A cUnfsumptm Toelinstaled  oresseldeorease)  Totlinsalled  Eqity ntlled RMB million _ RME millon % "P”D‘v‘ﬂ m‘e‘{ Chenge n
otal power verage or power otal installed  Increase/(decrease otal installe quity installe ol dsth Uniteot s doath Uitosl oo
Gross power output utilzation outpour capacityasat3l  ininstalled capacity  capacityasat3l  capacityasat3! Cost of coal purchased 102,865 48742 1110 0 mﬁllion w0 nE\I\ion
Power plants Power grid Location generation  dispatch hours dispatch  Powertarff  December 2020 for2021  December2021  December 2021 Raw materials, fuel and power 8,567 7897 8.5 RN million KWh  RB/MWh RN milion KWh  RMBIMWh
100 milon KWh 100 miion kW hours gt RMBIMIA W W W MW Personnel expenses 11,355 8,119 39.9 Costofponeroupudispatch 5430 1513 381 %6 165 261 261
Zhunge'er Power North China Power Grid  Inner Mongolia %3 29 5,504 U7 299 660 _ 660 B Repair and maintenance 3114 2756 13.0 Raw materials, fuel and 41,686 15613 270 1801 12165 1945 313
' ! ! ' ' power
Sentong Poe testhatiCiva - werbiooiz 203 20l 4 n ® s (0 S 5 Depreciation and amortization 6,624 5318 246 Pomeleguss ST I3 A0 200 L5 BL 160
St Provincl Loce Transoortation charces 58’027 51’557 125 Reiandmimerace 1808 L83 6 20 1265 163 (89
_ PowerGrid ‘ p g ’ ’ ' Depreciion and 55 L3 %1 4 1065 %5 [B))

Shengl Energy North China Power Grid ~ nner Mongola 0 84 m k) m - 130 130 1320 Others 19,724 19,453 14 amorzaton
Cangdong Power North China Power Grid ~ Hebei 1144 1088 453 07 m 2520 - 250 1,285 Tax and surcharge 14850 9531 55.8 Others 2,464 15613 158 1115 1265 87 816
Dingzhou Power North China Power Grid ~ Hebi 176 1088 4566 0 0 250 - 250 101 ’ : : Other operatig costs 483 2852
Taishen Power South Cina Power Grid~ Guangdong %71 %4 5218 W W 5120 . 5120 4086 Total cost of sales 225,126 153,373 46.8 Tokand suchage o 81
Huizhou Thermal South China Power Grid  Guangdong 380 %3 5,760 07 Mm 860 R 860 860 Total cost of sales 60,019 8729
Fuian Energy East China Power Grid~ Fujan 19 1646 6,014 29 37 2810 1,000 3810 2378
Jnje Energy Notth China Pover Gid~ Shaani 25 193 5765 0 %7 310 - 370 2604 Table 11 Cost of Sales of Transportation and Coal
Shouguzng Povier North Cina Power Grid Shandong 1098 107 5434 5 37 200 - 200 121 Chemical Segments Railway Port Coal Chemical
Jiujiang Power Central China Power Grid ~ Jiangyi 1205 1150 6023 216 34 2,000 - 2000 2000 o m o ml W o 201 M0 Ch 01 N0 Ch
SchuanEnergy (coakfred — SchuanPowerGid - Sichun ‘ ‘ Al s o il

el el L0 il s B o 140 0 e 21 RMB million RMB million % RMB million RMB milion % RMB million RMB milion % RMB million RMB million %
Mengjin Power Central China Power Grid ~ Henan 88 156 4068 0 2% 1,200 - 1,200 612 Cost of internal ransportation business 16,953 15811 68 2,606 2463 58 3922 1,156 2303 | / /
Liuzhou Power Guangxi Power Grid Guangi 08 %7 5806 3 %6 70 R 70 190 Raw materials, fuel and power 2,686 2312 132 318 365 36 i 21 83.1 2403 2475 (2.4)
G weowowm L . S et @ owm o ow o w o ow s 8 ¢ @ s @ m
EMM Indonesia PLN Indonesia B epair and maintenance 2L v : : - :
, : e s o8 365 4 n n w Depreciation and amortization 3912 3917 14 28 13 (L) 182 13 61.1 690 811 (149)
Totalof coa-fired power plants/weighted average 16186 15164 4764 15 K 31,204 5620 36824 4% Extermal ransportation charges 615 665 (5 / / / 2,99 671 3465 / / /
Otherpower lnts Others o %1500 (44 4 0 u 5 130 85 106 5 1018
Bl 6P ot ChiaPower Gl Bei Cost of external transportation business 3539 2976 189 396 254 559 1,084 1591 (319 | | /
g G2s Powet oth lina Power G Beljng %5 3 4057 153 %5 %0 850 %0 Prme business cost 042 18847 87 3 A 05 5006 24 02 4065 396 30
Sichuan Energy (ydropower)  Sichuan Proymaal Locl  Sichuan 74 72 5921 | 24 1% 15 62 Other operating costs 1,020 103 (L9) 218 410 (468 [ / / 568 609 (6.7)
Povwer Grd Taand surcharge 508 m 7 iV 187 (349 12 8 500 bl 10 08
Total cost of sales 22,00 20,304 85 3342 3314 08 5018 2,75 82.1 4754 4675 17
Table 13 Coal Resources Reserve
Coal resources (under PRC standard) Recoverable reserve (under PRC standard) Marketable reserve (under JORC standard)
Asat At Asat Asat Asat fsat - o m Change 01 200 Change
Million tonnes Millon tonnes % - .
Mines 31 December 2021 31 December 2020 Change 31 December 2021 31 December 2020 Change 31 December 2021 31 December 2020 Change Sefrowned ot i i 0 billion tonng km -~ billon tonng km %
100 million tonnes 100 million tonnes % 100 million tonnes 100 millon tonnes % 100 million tonnes 100 millon tonnes % Huanghua Port 1049 1939 05 Self-owned railways 034 857 62
Shendong Mines 1339 1560 (13 812 89 (L9 f1 M4 (38 gm; ;m:l %(()le‘ %git 43% 45‘2_ (0‘2/] Baoshen Rallway 88 86 23
Thnge'er Mires 312 319 (L9) 26 02 20) 188 195 39 Tt gatyprs s o 10 Shenshuo Rellzy 57 51 07)
Shengi Mines 106 189 (L3) 133 135 (15 15 18 (167) Total seaborne coal sales 2636 2681 ] Ganqun Ry 06 1 )
Bearle Mites 133 135 1 i 13 19 113 118 28) Tahan Rawey - - !
. . Dazhun Railwa) 298 269 108
Baotou Mines 05 05 03 03 l Table 16 Shlppl ng Volume ‘ !

o 076 62 66 / | | / | | Bazhun Railway 28 17 647
Kine Mines ; 0 / | I | | | 202 2020 Change Zhunchi Railway 122 99 B2
Otes ' o) Milion tonnes ~ Millon tomnes % Shuohuang-Huangwan Railway 1934 1834 55
Total of China Shenhua 3.1 298 119 1415 142 [ty T3 m3 (39) The Group’s internal customers 8.8 430 1065 Huangda Reifway 21 - /

External customers 324 10.0 (53.7) State-owned railways 498 49 109
Total of shipping volume 1212 1130 13 Total railway tumover 332 306 68
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Equity structure diagram

—100.00%— China Energy Shendong Coal Group Co, Ltd.
— 57.76%— Shenhua Zhungeer Energy Co, Ltd.
— 62.82%— Shenhua Beidian Shengli Energy Co, Ltd.
— 60.00%— Shenhua Xinjie Energy Co, Ltd.
H Share [ w—E
Shareholders 17.00% — 100.00%—  China Energy Baotou Energy Co, Ltd.
— 56.61%— China Energy Baorixile Energy Co, Ltd.
— 50.10%— ChinaEnergy Yulin Energy Co, Ltd.
— 60.00%— Shenhua Bayannur Energy Co, Ltd.
— Shendong Coal Branch
ChinaEnergy |G Haerwusu Opencast Mine
Investmgnt 695206 |
Corporation
Limited
- 100.00% [ China Energy Trading Group Limited
500% —  China National Coal Exchange Co, Ltd.
Other A Share —amm ~—100.00% — China Energy Baoshen Railway Group Co, Ltd.

Shareholders

s Major Controlling Companies

Railway

China Shenhua

[— 85.00% —

~—100.00% —

—

Energy Company Limited

mmmmm| Major Branches

|

mmmmm  Major associated companies

125% —

r 70.00% —
55.00% —

L 55.00% —

Coal Chemical

. China Energy Baotou Coal
1o Chemical Co., Ltd.

I ) l
]
:

51.00% —

—100.00% —

—100.00% —

Major Controlling Companies

Major associated companies

(directly and indirectly)

*  The equity structure diagram of China Shenhua (including major branches/subsidiaries)
as at 31 December 2021 is for illustrative purpose only.

—40.00%—  China Energy Finance Co,, Ltd.

—100.00% —

[—100.00% —

—100.00% —

—100.00% —

— 51.00% —

~—100.00% —

88.16% — China Energy Baoshen Railway Co, Ltd.

8846% — Shenhua Ganquan Railway Co, Ltd.

—100.00% [ China Energy Xinshuo Railway Co,, Ltd.

90.00% — China Energy Xinzhun Railway Co, Ltd.

— 52.72%[ China Energy Shuohuang Railway Development Co, Ltd.

75.00% — Huangda Railway Co, Ltd.
Shenhua Zhunchi Railway Company Limited
China Energy Railway Equipment Co, Ltd.

Shenshuo Railway Branch
Track Mechanical Maintenance Branch

Haoji Railway Co, Ltd.

China Energy Huanghua Harbour Administration Co, Ltd.
China Energy (Tianjing) Harbour Administration Co, Ltd.
China Energy Zhuhai Harbour Administration Co, Ltd.

China Energy Yuanhai Shipping Co, Ltd.

China Energy Supply Chain Management Group Co.. Ltd.
China Energy Information Technology Co, Ltd.

Shenhua Geological Exploration Co, Ltd.

China Shenhua Overseas Development and Investment Co, Ltd.
Shenhua International (Hong Kong) Limited

China Energy Zhunneng Group Co, Ltd.

Shenhua (Tianjin) Financial Leasing Co, Ltd.

China Energy Economy and Technology Institute Co, Ltd.

7 51.00%—

— 40.50%—

— 80.00%—

— 70.00%—

— 65.00%—

— 70.00%—

— 92.00%—

60.00%—

—100.00%—

T

100.00%—

— 51.00%—

— 66.00%—

— 52.00%—

—100.00%—

100.00%—

— 80.00%—

— 70.00%—

— 51.00%—

— 75.00%—

— 70.00%—

—100.00%—

—100.00%—

— 90.00%—

= 80.00%—

China Energy Hebei Cangdong Power Generation Co, Ltd.

China Energy Hebei Dingzhou Power Generation Co, Ltd.

China Energy Yudean Taishan Power Co, Ltd.

China Energy Jinjie Energy Co, Ltd.

Tianjin Guohua Jinneng Power Co, Ltd.

PT GH EMM Indonesia

China Energy Guohua Beijing Power Research Institute Co, Ltd.

Shenhua Guohua Shouguang Power Generation Company Limited

Shenhua Shendong Power Co, Ltd.

Shenhua (Fujian) Energy Co, Ltd.

China Energy Mengjin Thermal Power Co, Ltd.

China Energy Sichuan Energy Co, Ltd.

China Energy Guangtou Beihai Power Generation Co, Ltd.

China Energy Guohua (Beijing) Gas Thermal Power Co, Ltd.

China Energy Shenhua Jiujiang Power Generation Co, Ltd.

China Energy Group Yongzhou Power Generation Co, Ltd.

China Energy Guangtou Liuzhou Power Generation Co, Ltd.

China Energy Qingyuan Power Generation Co, Ltd.

PT. Shenhua Guohua Lion Power Indonesia

PT. Shenhua Guohua Pembangkitan Jawa Bali

China Energy (Guangdong) Electricity Sales Co, Ltd.

China Energy Guohua (Bejjing) Distributed Energy Technology Co, Ltd.

Shenhua Shandong Power Sales Co, Ltd.

China Energy Group Yueyang Power Generation Co, Ltd.
Guangdong Branch

Shandong Branch

Shengli Energy Branch

Guohua Huizhou Thermal Power Branch

L 51.00%—

— 42.53%—

China Energy Shenfu (Shishi) Power Generation Co, Ltd.

Beijing GD Power Co, Ltd.
































































































































































































































































































































































































































































Section VIII Changes in Share Capital and Shareholders (Continued)

[I.  ISSUANCE AND LISTING OF SECURITIES

The Company did not issue any ordinary share, convertible corporate bond, warrant bond,
corporate bond or other derivative securities, nor did it enter into any equity-linked agreement

during the reporting period.

()  Changes in total number of ordinary shares, shareholding structure and assets

and liabilities structure of the Company
[ ] Applicable Not applicable

(I Pre-emptive rights

There is no provision for pre-emptive rights under the Articles of Association and the PRC
laws which would entitle the existing shareholders to have priority to subscribe for new

shares on a pro rata basis in the event of new share issuance by the Company.

.  SHAREHOLDERS
()  Total number of shareholders

Total number of shareholders of ordinary shares as at the end of the
reporting period (accounts)
Including: Holders of A shares (including China Energy)

Registered holders of H shares
Total number of ordinary shareholders at the end of last month prior to the
date of this annual report (accounts)
Including: Holders of A shares (including China Energy)

Registered holders of H shares

172  cChina Shenhua Energy Company Limited

161,039
159,087
1,952

150,723
148,787
1,936



Section VI

(1)

Changes in Share Capital and Shareholders (Continued)

Shareholdings of top ten shareholders and top ten holders of marketable shares
(or shareholders without selling restrictions) as of the end of the reporting

period
Unit: share
Shareholdings of top ten shareholders
Increase/ Number of shares Number  Shares subject to pledge, tag
Decrease  held at the end of shares or lock-up
during the  of the reporting with selling Nature of
Name of shareholders reporting period period  Percentage  restrictions  Status Number  shareholders
%
China Energy Investment 0 13812,709,19% 69.52% 0 Nil N/A  State-owned
Corporation Limited corporation
HKSCC NOMINEES LIMITED 20842236 3,369,478 486 16.96% 0 Unknown N/A  Overseas corporation
China Securities Finance 45 594,718,004 2.99% 0 Nil N/A" Others
Corporation Limited
Hong Kong Securities Clearing 118,584,244 218,669,817 1.10% 0 Nil NIA Overseas corporation
Company Limited
Central Huijin Asset Management -3,949,900 106,077,400 0.53% 0 Nil N/A  State-owned
Ltd. corporation
Industrial and Commercial Bank +3,218,174 21825922 0.14% 0 Nil N/A- Others
of China - hanghai Index
50 Trading Open-end Index
Securities Investment Fund
China Life Insurance Company +21,703,519 21,703,519 0.14% 0 Nil N/A- Others
Limited - Life Insurance -
Guoshou Ruian
Zhuhai Ruifeng Huibang Asset 0 22,233,848 0.11% 0 Nil N/A Others
Management Co., Ltd. -
Ruifeng Huibang No.3 Privately
Offered Fund
E Fund Management Co,, Ltd. +21,768,317 21,768,317 0.11% 0 Nil NIA Others
- Social Security Fund 1104
Portfolio
China Merchants Bank Ltd. - SSE -~ +10,946,501 21,505,083 0.11% 0 Nil N/A  Others

Dividend ETF
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Section VIII Changes in Share Capital and Shareholders (Continued)

Unit: share
Shareholdings of top ten shareholders without selling restrictions
Number of shares
without selling
Name of shareholders restrictions Type and number of shares
Type Number
China Energy Investment Corporation Limited 13,812,709,196  RMB ordinary shares 13,812,709,196
HKSCC NOMINEES LIMITED 3,369,478,486  Overseas-listed foreign 3,369,478,486
shares

China Securities Finance Corporation Limited 594,718,004  RMB ordinary shares 594,718,004
Hong Kong Securities Clearing Company Limited 218,669,817  RMB ordinary shares 218,669,817
Central Huijin Asset Management Ltd. 106,077,400  RMB ordinary shares 106,077,400
Industrial and Commercial Bank of China - 27,825,922  RMB ordinary shares 27,825,922

Shanghai Index 50 Trading Open-end Index

Securities Investment Fund
China Life Insurance Company Limited - Life 27,703,519  RMB ordinary shares 27,703,519

Insurance - Guoshou Ruian
Zhuhai Ruifeng Huibang Asset Management Co., 22,233,848  RMB ordinary shares 22,233,848

Ltd. - Ruifeng Huibang No.3 Privately Offered

Fund
E Fund Management Co., Ltd. - Social Security 21,768,317  RMB ordinary shares 21,768,317

Fund 1104 Portfolio
China Merchants Bank Ltd. - SSE
Dividend ETF 21,505,083  RMB ordinary shares 21,505,083

Description of the special account for repurchase  N/A
of the top ten shareholders

Description of the abovementioned shareholders’  N/A
entrusting of voting rights, entrusted voting
rights, and waiver of voting rights

Details regarding the connected relationships Both HKSCC NOMINEES LIMITED and Hong Kong Securities Clearing
among the above shareholders or whether they Company Limited are wholly-owned subsidiaries of Hong Kong Exchanges
are parties acting in concert and Clearing Limited. Save as disclosed above, the Company is not aware of

any connected relationships between the top ten shareholders without selling
restrictions and the top ten shareholders, and whether they are parties acting
in concert as defined in the Measures for Administration of Acquisition of
Listed Companies of CSRC.

Details regarding the holders of preference shares  N/A
with voting rights restored and the number of
shares held

Note: The H shares held by HKSCC NOMINEES LIMITED on behalf of its various clients; the A shares held by
HKSCC LIMITED on behalf of its various clients.
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Section VIII Changes in Share Capital and Shareholders (Continued)

(1) Substantial shareholders’ interests and short positions in the shares of the
Company

As at 31 December 2021, persons set out in the table below had an interest and/or short
position in the shares or underlying shares of the Company which is required to be recorded
in the register of equity interests and/or short positions pursuant to section 336 of Part
XV of the Securities and Futures Ordinance (the “SFO”, Chapter 571 of the Laws of Hong

Kong):
Percentage of
H shares/A shares Percentage
Number of  over total issued of total issued
Name of Hshares/  Nature of Hshares/ Hshares/Ashares  share capital of
No.  shareholders Capacity A shares interest A shares held respectively the Company
% %
1 China Energy Beneficial owner A shares N/A 13,812,709,196 83.76 69.52
2 BlackRock, Inc. Interest of H shares Long position 175,044,309 518 0.88
corporation
controlled by
the substantial
shareholder

As at 31 December 2021, save as disclosed above, there was no other person who held
interests and/or short positions in the shares or underlying shares of the Company which
are required to be recorded in the register to be kept under section 336 of Part XV of the
SFO, or was a substantial shareholder of the Company.
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Section VIII Changes in Share Capital and Shareholders (Continued)

IV. CHANGES IN CONTROLLING SHAREHOLDER AND DE FACTO CONTROLLER

()  Controlling shareholder as at the end of the reporting period

1. Legal person
Name
Legal representative
Date of incorporation

Principal business

Shareholdings in other
domestic and overseas
listed subsidiaries and
associates during the
reporting period

China Shenhua Energy Company Limited

China Energy Investment Corporation Limited
Wang Xiangxi
23 October 1995

State-owned assets operating activities within the
scope authorized by the State Council; investment and
management activities in various sectors, including
resource products (such as coal), coal-to-liquids, coal
chemical, power, thermal, port, various transportation,
finance, domestic, international trade and logistics,
real estate, advanced technology and information
consultation and etc.; planning, organizing, coordinating
and managing the production and operating activities
in above sectors of members of China Energy Group;
and sales of chemical materials and chemical products
(excluding hazardous chemicals), textiles, construction
materials, machinery, electronic equipment and office
equipment. (Market entity is allowed to choose the
business to be engaged in and carry out such business
activities pursuant to laws; for projects that are subject
to approval pursuant to the law, business operations
shall commence in accordance with the business
scope approved upon receipt of the approval from
relevant authorities; no business activities which are
prohibited or restricted by the state or Beijing industrial
policies shall be carried out.)

Directly or indirectly holding 50.78% shares of GD
Power Development Co., Ltd.;

Directly or indirectly holding 58.56% shares of China
Longyuan Power Group Corporation Limited;

Effectively controlling 78.40% shares of Guodian
Technology & Environment Group Corporation Limited;

Effectively controlling 51.25% shares of Ningxia
Yinglite Chemicals Co., Ltd.;

Effectively controlling 41.24% shares of Yantai
Longyuan Power Technology Co., Ltd.

Holding 67.50% shares of Guodian Changyuan Electric
Co., Ltd.;

Indirectly holding 20.84% shares of Shenzhen Laibao
Hi-Tech Co., Ltd.



Section VIII Changes in Share Capital and Shareholders (Continued)

2. Description of changes in controlling shareholders during the reporting period

There was no change in the controlling shareholder of the Company during the
reporting period.

3. Diagram of the equity and controlling relationship between the Company and the
controlling shareholder at the end of the Reporting Period

On 8 March 2021, after the Company canceled the repurchased 21,100,500 H shares,
the shareholding ratio of China Energy became 69.52%.
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Section VIII Changes in Share Capital and Shareholders (Continued)

(I De facto controller
1. Legal person

Name State-owned Assets Supervision and Administration Commission of the
State Council

2. Description of changes in control of the Company during the reporting period
There was no change in de facto controller of the Company during the reporting period.

3. Diagram of the equity and controlling relationship between the Company and
the de facto controller at the end of the Reporting Period

V. OTHER CORPORATE SHAREHOLDERS WITH MORE THAN 10% SHAREHOLDING
IN THE COMPANY

As at the end of the reporting period, there was no other corporate shareholder with more than
10% shareholding in the Company.

VI. RESTRICTIONS ON THE REDUCTION IN THE SHAREHOLDING
[ ] Applicable Not applicable
VII. DETAILED IMPLEMENTATION OF SHARE REPURCHASE

On March 8, 2021, the Company canceled the repurchased 21,100,500 H shares in the year 2020.
No share repurchases were implemented by the Company in 2021.

China Shenhua Energy Company Limited



Section IX Investor Relations

In 2021, China Shenhua strictly implemented the requirements of the Securities Law and the Opinions
of the State Council on Further Improving the Quality of Listed Companies QOO OO0OOOOOOO
O0O0Oo0ooO0oOo0ooon), attached great importance to the legitimate rights and interests of investors,
continuously improved the communication channels between the Board and investors, optimized
corporate governance, strengthened market value management, actively explored new development
ideas while operating in a sound manner, listened to investors’ voices, and was committed to building
a long-term, stable and win-win shareholder relations between the Company and investors and sharing
the achievements of corporate development with investors.

PERSISTING IN SUSTAINABLE DEVELOPMENT AND PROTECTING THE
RIGHTS AND INTERESTS OF INVESTORS

FORMULATING THE “14TH FIVE-YEAR PLAN” TO MAINTAIN THE ENTERPRISE
DETERMINATION FOR DEVELOPMENT. The Company’s management focused on long-term
development and has organized several strategic seminars to analyze the new situation of China’s
energy development and the characteristics of the Company, and to formulate and optimize the
“l14th Five-Year Plan” of China Shenhua. The Company will actively participate in energy reform
and develop new energy by adopting various methods such as self-built operation, industrial fund
and equity investment while continuing to consolidate the advantages of integrated operation.

STRICTLY CONTROLLING GOVERNANCE RISKS AND CONTINUOUSLY STRENGTHENING
THE MANAGEMENT OF RELATED TRANSACTIONS. Affected by internal and external factors
such as the significant increase in coal market prices and the continuous increase in the asset
size of the Company in 2021, the Company adjusted the annual caps of daily related transactions
such as the Financial Services Agreement and the Mutual Coal Supply Agreement. During the
formulation of the agreements, in order to fully protect the interests of small and medium-sized
shareholders, the management of the Company communicated with the regulators and controlling
shareholders on the agreement plans for many times, so as to maximize the favorable terms for
the Company and enhance the operating performance of the Company with strict compliance with
the listing rules of the two places and reducing the governance risks.

STRENGTHENING INTERNAL MANAGEMENT AND ENHANCING MANAGEMENT
EFFICIENCY. The Company continuously strengthened the management of subsidiaries and
branches and regional management, established the Hebei Branch of China Shenhua Energy
Company Limited, and further improved the regional integration of the power industry and
enhanced market competitiveness. Our Company established the Guoneng (Weifang) Energy Co.,
Ltd., participated in the investment and establishment of the Guoneng Green and Low-Carbon
Development Investment Fund, and actively sought development opportunities in the field of new
energy. It completed the capital injection into China Energy Xinshuo Railway Development Co.,
Ltd., further integrated transportation assets and improved the operational efficiency of railway
assets.

ACTIVELY RETURNING SHAREHOLDERS AND IMPLEMENTING A STABLE AND HIGH
DIVIDEND DISTRIBUTION POLICY. With the approval of the 2019 AGM, the Company increased
the cash dividend ratio from 2019 to 2021 to not less than 50% of the net profit attributable
to shareholders of the Company in that year. According to the China Accounting Standards for
Business Enterprises, the dividend ratios of the Company in 2019 and in 2020 were 57.9% and
91.8%, respectively. The Board recommended to pay a final dividend of RMB2.54 per share
(tax inclusive) in 2021, RMB50,466 million (tax inclusive) in total, accounting for approximately
100.4% of the net profit attributable to shareholders of the Company under the China Accounting
Standards for Business Enterprises in 2021.
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Section IX Investor Relations (Continued)

HOLDING THE POSITION ON BEHALF OF PEOPLE AND CONTINUOUSLY
OPTIMIZING INVESTOR SERVICES

TAKING THE PERFORMANCE PRESENTATION AS THE MAIN FORUM TO ENHANCE THE
QUALITY OF INVESTOR SERVICES. In 2021, the Company overcame unfavorable factors such
as the pandemic influence and innovatively adopted various methods to hold four performance
presentations for the year 2020, the first quarter of 2021, the first half of 2021 and the third
quarter of 2021, which explained the Company’s performance and development ideas in detail
and guided investors to accurately understand the Company’s operation. For the first time, the
performance presentation for the year 2020 was held in the form of “video + internet interaction”
and the performance presentation for the fires half of 2021 was held in the form of “live broadcast
+ telephone interaction + text communication” to meet the communication needs of different
investors. Taking into account the current information access preferences of investors, especially
small and medium-sized investors, the Company has prepared small videos for annual and interim
performance interpretation to improve the understandable and propagable properties of the
performance interpretation. In addition, the Company attached great importance to the interactive
needs of small and medium-sized investors. In the four performance presentations, the Company
responded to 53 questions in text from investors collected in advance, and the Company’s
executives responded to a total of 289 questions from investors in text on site.

CARING FOR SHAREHOLDERS AND RESOLUTELY SAFEGUARDING SHAREHOLDERS’
RIGHT TO KNOW AND DECISION-MAKING. In 2021, the Company held two general meetings
and A shareholders class meeting and H shareholders class meeting. In response to the
proposals concerned by shareholders, the Company communicated with 26 domestic and oversea
institutional shareholders and dozens of individual shareholders, and answered the relevant
guestions seriously, thus ensuring investors’ right to know to the maximum extent. The Company
took the convenience of shareholders as the first priority, took into account the pandemic
prevention requirements, and held the general meeting on the spot. Chairman and management
of the Company deeply communicated with shareholders attended and heard the opinions and
suggestions for the operation and development for the Company from shareholders.

PROVIDING BETTER DAILY SERVICE FOR INVESTORS AND MAINTAINING TWO-WAY
COMMUNICATION CHANNELS. In 2021, the Company took a humber of measures to ensure
the smooth flow of investor communication channels such as investor hotline and investor
mailbox, received investors’ studies and researches and actively responded to questions on SSE
e-interactive to achieve high-quality communication with investors both offline and online. During
the year, the Company held a total of 76 investor communication meetings through investor
research and conference calls, with more than 1,000 investors involved. The Company answered
180 questions from investors on the SSE e-interactive platform, answering investors’ queries in a
timely manner. The Company regularly reported investors’ concerns and demands management
and the Board of the Company on a weekly and monthly basis to ensure that investors’ voices are
delivered in a timely and effective manner.
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Section IX

CHINA SHENHUA MAJOR AWARD LIST IN 2021

No. Date of Award

Award Title

Investor Relations (Continued)

Award Institution

1 January 2021

2 May 2021

3 June 2021

4 July 2021

5  August 2021

6  August 2021

7 August 2021

8 September 2021

2020 Evergreen Award
-Sustainable Development
Inclusive Award

Best Investor Relations Award of
Tianma Award

2020 Outstanding Performance
Award for Enterprise Water
Safety

Practice Case of 2020 Annual
Performance Presentation of
Beijing Listed Companies

ESG Excellent Practice Cases of
Beijing Listed Companies

2020-2021 Information
Disclosure Work Appraisal
Grade A

Industry Pioneer Title of Chine
Carbon Company awarded
by the First Session of China
Carbon Company

In 2021, the Company reached
the level of four-and-a-half star
leader in ESG rating of 440
listed companies controlled by
central enterprises, and was
selected as one of the “ESG
Pioneer 50 Index of Central
Enterprises” and the “ESG
Management Information
System” was selected as an
excellent ESG case in 2021.

Caijing Magazine

Securities Times

CDP (Carbon Disclosure
Project)

The Listed Companies
Association of Beijing

The Listed Companies
Association of Beijing

SSE

Sina Finance

Subject Group of ESG Blue
Book (2021) for Listed
Companies of Central
Enterprises by the State-
owned Assets Supervision
and Administration
Commission of the State
Council
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Investor Relations (Continued)

Award Title

Award Institution

Section IX
No. Date of Award
9 November 2021
10 December 2021
11 December 2021
12 December 2021
13 December 2021
14 December 2021

Most Valuable Company in
Investor Relations of the
Year of the First China Listed
Company Classic Award

The 11th China Securities Golden
Bauhinia Award and Best Hong
Kong Stock Connect Listed
Company Award

23rd Golden Bull Award for
Listed Companies and
2021 Golden Bull Social
Responsibility Award

2021 Best Practice Cases for
the Office of the Board of
Directors of Listed Companies

China Top 100 Special
Contribution Enterprises
Award, China Top 100
Enterprises Award, China
Ethical Enterprises Award

2021 Evergreen Award —
Sustainable Development
Efficiency Award

ChinaFund Jihuibao

Hosted by Hong Kong Ta Kung
Wen Wei Media Group

China Securities Journal

China Association for Public
Companies

China Business’s Top 100
Forum

Caijing Magazine
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Section X Independent Auditor’s Report
and Financial Statements

Independent auditor’s report to the members of
China Shenhua Energy Company Limited
(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of China Shenhua Energy Company Limited
(the ““Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 190 to
307, which comprise the consolidated statement of financial position as at 31 December 2021, and the
consolidated statement of profit or loss and other 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, including a summary of significant accounting policies.

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 2021, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) issued by the International Accounting Standard Board (“IASB”’) 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”) issued by the
Hong Kong Institute of Certified Public Accounts (“HKICPA”). Our responsibilities under those standards
are further described in the Auditor’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”), and we have 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were 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 these matters.
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Section X

Independent Auditor’s Report

and Financial Statements (Continued)

KEY AUDIT MATTERS (CONTINUED)

Impairment assessment on coal mines related non-current assets

Refer to Notes 17(i),18 and 20 to the consolidated financial statements and the accounting policies in

Note 3.
Key audit matter

As at 31 December 2021, the Group’s coal
mines related non-current assets, which comprise
property, plant and equipment, construction in
progress, exploration and evaluation assets and
other non-current assets, had a total carrying value
of RMB97,300million.

In accordance with the prevailing accounting
standards, management performed assessment
at the end of the reporting period to determine
whether there was any indication that these coal
mines related non-current assets may be impaired.
An asset is impaired when its recoverable amount,
or the recoverable amount of the cash generating
unit to which it belongs, is less than its carrying
amount.

As at 31 December 2021, management performed
an impairment assessment on assets or assets
group with indications of impairment on the
balance sheet date. The recoverable amounts of
these coal mines related non-current assets is
determined based on the higher of value in use
that based on future discounted cash flows on a
cash generating unit basis and the net value of the
assets or assets group’s fair value minus disposal
costs.
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How our audit addressed the key audit matter

Our procedures in relation to impairment
assessment on coal mines related non-current
assets included:

. obtaining an understanding of and
assessing the design, implementation and
operating effectiveness of key internal
controls relating to impairment assessment
on non-current assets, understanding of the
Group’s procedures to identify impairment
indicators of the non-current assets and
evaluating management’s identification of
impairment indicators, if any, based on the
internal sources and external sources of
information;

. assessing the appropriateness of the
methodologies used by management to
estimate value in use with reference to the
requirements of the prevailing accounting
standards;

. challenging the reasonableness of
significant judgements and estimates,
such as sales growth rate related to future
market supply and demand conditions,
future coal price, future capital expenditure,
future operating costs and discount rates
used in management’s calculation of
value in use based on our knowledge of the
business and industry;



Section X

Independent Auditor’s Report

and Financial Statements (Continued)

KEY AUDIT MATTERS (CONTINUED)

Impairment assessment on coal mines related non-current assets (continued)

Refer to Notes 17(i) ,18 and 20 to the consolidated financial statements and the accounting policies in

Note 3.
Key audit matter

When assessing the recoverable amounts,
management is required to make a number of
judgemental assumptions, particularly relating
to the discount rates, the underlying cash
flows projection based on the future market
supply and demand conditions. Any changes in
management’s judgement may impact the results
of the impairment assessment.

As set out in Notes 17(i),18 and 20 to the
consolidated financial statements, management
concluded that an impairment provision for coal
mines related non-current assets of RMB837
million was required for the current year.

We identified impairment assessment on coal
mines related non-current assets as a key audit
matter due to the significant judgment made
by management in determining the recoverable
amounts of the assets and considering the
possibility of management bias in the selection of
assumptions adopted.

How our audit addressed the key audit matter

When the management determines the
recoverable amount by using the value
in use calculations that based on future
discounted cash flows, engaging our
internal valuation specialists to assess
whether the discount rates applied in the
value in use calculations were within the
reasonable range;

evaluating the historical accuracy of
management’s forecasts by comparing
cash flow forecasts made in previous
periods to the actual results in the current
year,;

evaluating the sensitivity analysis on
discount rates and considering the resulting
impact on the impairment assessment
for the year and whether there were any
indicators of management bias; and

assessing the relevant disclosures in the
consolidated financial statements in respect
of management’s impairment assessment
with reference to the requirements of the
prevailing accounting standards.
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Section X

Independent Auditor’s Report

and Financial Statements (Continued)

KEY AUDIT MATTERS (CONTINUED)

Timing of revenue recognition from sale of coal

Refer to Note 5 to the consolidated financial statements and the accounting policies in Note 3.

Key audit matter

Sale of coal accounted for 74% of the Group’s
revenue for the year ended 31 December 2021.
Sale of coal is recognised when the control of the
coal is transferred to the customer. Management
evaluates the terms of individual contracts in order
to determine the appropriate timing for revenue
recognition, which varies amongst contracts.

Revenue is one of the key performance indicators
of the Group. We identified the timing of revenue
recognition as a key audit matter because of the
different terms of trade offered by the Group to its
customers which increases the risk that revenue
could be recorded in the incorrect period or could
be subject to manipulation to meet targets or
expectations.

China Shenhua Energy Company Limited

How our audit addressed the key audit matter

Our audit procedures to assess the timing of
revenue recognition from the sale of coal included
the following:

. obtaining an understanding of and
assessing the design, implementation and
operating effectiveness of key internal
controls over revenue recognition from the
sale of coal;

. inspecting coal sale contracts on a sample
basis, to identify terms and conditions
relating to transfer of the control of the
coal and assessing the Group’s timing of
revenue recognition with reference to the
requirements of the prevailing accounting
standards;

. obtaining confirmations, on a sample basis,
from customers of the Group in relation
to coal sales transactions during the year
and balances of trade receivables of the
year end and, for unreturned confirmations,
performing alternative procedures by
comparing the sales amount of the
transactions with relevant underlying
documentation or cash receipts subsequent
to the financial year end relating to trade
receivable balances;



Section X Independent Auditor’s Report
and Financial Statements (Continued)

KEY AUDIT MATTERS (CONTINUED)

Timing of revenue recognition from sale of coal (continued)

Refer to Note 5 to the consolidated financial statements and the accounting policies in Note 3.

Key audit matter How our audit addressed the key audit matter

. comparing, on a sample basis, whether
specific coal sales transactions recorded
before and after the financial year end date
with relevant underlying documentation,
which included sales invoices, goods
dispatch notes, customer receipts, or
shipping documents, as applicable under the
respective sales transactions contracts, to
determine whether the related revenue had
been recognised in the appropriate financial
period on the basis of the terms of sale as
set out in the respective sales contracts; and

. inspecting underlying documentation for
journal entries relating to coal sales which
were considered to meet specific risk-based
criteria.

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.

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.
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Section X Independent Auditor’s Report
and Financial Statements (Continued)

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 IFRSs issued by the IASB 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.

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, 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 skepticism 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.

China Shenhua Energy Company Limited



Section X Independent Auditor’s Report
and Financial Statements (Continued)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

. 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.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance 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.

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 the independent auditor’s report is Guen Kin Shing.

KPMG
Certified Public Accountants

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

25 March 2022
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Consolidated statement of Profit or Loss and
Other Comprehensive Income

For the year ended 31 December 2021

Year ended 31 December

2021 2020
Notes RMB million RMB million
Revenue
Goods and services 5 335,216 233,263
Cost of sales 7 (239,156) (162,374)
Gross profit 96,060 70,889
Selling expenses (581) (555)
General and administrative expenses (9,119) (8,948)
Research and development costs (2,499) (1,362)
Other gains and losses 12 (955) (194)
Other income 8 893 778
Loss allowances, net of reversal 12 (2,561) (524)
Other expenses (1,103) (2,090)
Interest income 9 2,492 1,684
Finance costs 9 (2,583) (2,263)
Share of results of associates (874) 947
Profit before income tax 79,170 59,362
Income tax expense 10 (18,161) (15,378)
Profit for the year 12 61,009 43,984
Profit for the year 61,009 43,984
Other comprehensive income for the year
Items that will not be reclassified to profit or loss,
net of income tax:
Fair value changes on investments in equity
instruments at fair value through other
comprehensive income 292 56
Items that may be reclassified subsequently to profit or
loss, net of income tax:
Exchange differences a72) (344)
Share of other comprehensive income of associates 66 (42)
Fair value changes on investments in debt
instruments at fair value through other
comprehensive income - (4)
Other comprehensive income for the year,
net of income tax 186 (333)
Total comprehensive income for the year 61,195 43,651
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Consolidated statement of Profit or Loss and
Other Comprehensive Income (Continued)
For the year ended 31 December 2021

Year ended 31 December

2021 2020
Notes RMB million RMB million
Profit for the year attributable to:
Equity holders of the Company 51,607 35,849
Non-controlling interests 9,402 8,135
61,009 43,984
Total comprehensive income
for the year attributable to:
Equity holders of the Company 51,830 35,607
Non-controlling interests 9,365 8,044
61,195 43,651
Earnings per share
—Basic/ diluted (RMB) 16 2.597 1.803

The notes on pages 201 to 307 form part of these financial statements.
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Consolidated Statement of Financial Position

At 31 December 2021

31 December

31 December

2021 2020
Notes RMB million RMB million
Non-current assets
Property, plant and equipment 17 263,656 238,198
Construction in progress 18 26,201 39,845
Exploration and evaluation assets 19 4,000 -
Intangible assets 20 4,651 3,888
Right-of-use assets 24 22,240 18,597
Interests in associates 21 47,708 49,556
Financial assets at fair value through
other comprehensive income 22 2,174 1,845
Other non-current assets 23 28,089 35,890
Deferred tax assets 30 3,568 2,856
Total non-current assets 402,287 390,675
Current assets
Inventories 25 12,633 12,750
Accounts and bills receivables 26 13,607 11,759
Financial assets at fair value through other
comprehensive income 22 376 -
Prepaid expenses and other current assets 27 18,514 17,480
Restricted bank deposits 28 4,479 3,391
Time deposits with original maturity over three months 1,701 11,186
Cash and cash equivalents 29 156,706 112,880
Assets classified as held for sale 11 294 2,783
Total current assets 208,310 172,229
Current liabilities
Borrowings 31 9,917 8,847
Accounts and bills payables 34 358216 28,980
Accrued expenses and other payables 35 29,109 18,949
Current portion of lease liabilities 33 187 242
Current portion of long-term liabilities 36 1,427 689
Income tax payable 9,028 6,313
Contract liabilities 6,864 5,256
Liabilities associated with assets classified
as held for sale - 217
Total current liabilities 91,748 69,493
Net current assets 116,562 102,736
Total assets less current liabilities 518,849 493,411
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Consolidated statement of Profit or Loss and
Other Comprehensive Income (Continued)
At 31 December 2021

31 December

31 December

2021 2020

Notes RMB million RMB million
Non-current liabilities
Borrowings 31 49,193 50,251
Bonds 32 3,172 3,241
Long-term liabilities 36 8,025 2,661
Accrued reclamation obligations 37 6,754 6,169
Deferred tax liabilities 30 974 896
Lease liabilities 28 1,510 606
Total non-current liabilites 69628 63824
Net assets 449,221 429,587
Equity
Share capital 38 19,869 19,890
Reserves oo N0 RN 0 b §50.169 ... 944,313
Equity attributable to equity holders of the Company 380,038 364,203
Non-controlling interests | e e B o0 554 )
Total equity 449,221 429,587
Approved and authorised for issue by the board of directors on 25 March 2022.

Wang Xiangxi Xu Mingjun

Chairman and Executive Director

The notes on pages 201 to 307 form part of these financial statements.

Executive Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2021

Equity attributable to equity holders of the Company

Non-
Share  Treasury Share Capital  Exchange  Statutory Other  Retained controlling Total
capital shares  premium reserve reserve  reserves  reserves  eamings Total  interests equity
RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million
(Note 38)  (Note 38)  (Note (i) (Note (i) (Note (iii) ~ (Note (iv))  (Note (v))
At 1 January 2021 19,890 (256) 85,001 3,657 (201) 20236 (14.809) 250,685 364,203 65,384 429,587
Profit for the year - - - - - - - 51,607 51,607 9,402 61,009
Other comprehensive income
for the year - - - - (133) - 356 - 223 37 186
Total comprehensive income
for the year - - - - (133) - 356 51,607 51,830 9,365 61,195
Dividend declared (Note 15) - - - - - - - (%% (3592 - (359602
Appropriation of maintenance
and production funds
(Note (i) - - - - - 5,581 - (5,581) - - -
Utilisation of maintenance and
production funds (Note (i) - - - - - (3,392) - 3,392 - - -
Cancellation of repurchased
own shares (21) 256 (235) - - - - - - - -
Contributions from non-
controlling shareholders - - - - - - - - - 1,646 1,646
Distributions to non-
controlling shareholders - - - - - - - - - (6,739) (6,739)
Disposal of subsidiaries - - - - - - - - - (227) (227)
Others - - - - - - 137 (170) (33) (246) (219)
At 31 December 2021 19,869 - 84,766 3,657 (334) 2425 (14316) 263971 380,038 69,183 449221
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Consolidated Statement of Changes in Equity (Continued)

For the year ended 31 December 2021

Equity attributable to equity holders of the Company

Non-
Share Treasury Share Capital Exchange Statutory Other Retained controlling Total
capital shares premium reserve Teserve Teserves TeServes earnings Total interests equity
RMB millon — RMBmillon - RMBmillon — RMBmillon — RMBmillon — RMBmillon — AMBmillon — RMBmillon — RMB millon— RMB milllon - RMB millon
Note38) — (Note 38) Note j) Note i) Note i) (Note i) (Note (y)
At 1 January 2020 19,890 - 85,001 3618 56 5118 (14,82 231218 36,077 64,141 420218
Profit for the year - - - - - - - 35,849 35,849 8,13 43984
Other comprehensive income
for the year - - - - (257) - 15 - (202 (92) (3%3)
Total comprehensive income for the year - - - - (257) - 15 3,809 35,607 8,044 43651
Dividend declared (Note 15) - - - - - - - (25,061) (25,061) - (25,061)
Appropriation of maintenance and
production funds (Note i) - - - - - 29% - (2,9%) - - -
Utilisation of maintenance and
production funds (Note i) - - - - - (6,181) - 6,181 - - -
Purchase of own shares - (256) - - - - - - (256) - (256)
Contributions from non-controling
shareholders - - - - - - - - - 606 606
Distributions to non-controlling
shareholders - - - - - - - - - (7.950) (7,950)
Disposal of subsidiaries - - - - - - - - - 627 627
Others - - - 3 - (L,6%) - (507) (2,164 (84 (2,249)
At 31 December 2020 19,890 (256) 85,001 3,657 (207) 2023 (14,809) 250,685 364,203 65,384 429581
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Consolidated Statement of Changes in Equity (Continued)

For the year ended 31 December 2021

Notes:

(i)

(ii)

(iii)

Share premium represents the difference between the total amount of the par value of shares issued and the amount of
the net proceeds received upon the global initial public offering of H shares in 2005 and the issuance of A shares in 2007.

The capital reserve represents the difference between the total amount of the par value of shares issued and the amount
of the net assets, net of other reserves, transferred from Shenhua Group Corporation Limited (“Shenhua Group”) in
connection with the Restructuring (as defined in Note 1).

Statutory reserves

Statutory surplus reserve

According to the PRC Company Law and the Company’s Articles of Association, the Company is required to transfer
10% of its net profit as determined in accordance with the China Accounting Standards for Business Enterprises (“China
Accounting Standards™) to its statutory surplus reserve until the reserve balance reaches 50% of the registered capital.
The transfer to this reserve must be made before distribution of a dividend to shareholders.

The statutory surplus reserve has reached 50% of the registered capital in 2009. Accordingly, no appropriation of net profit
to the statutory surplus reserve has been proposed since 1 January 2010.

Statutory surplus reserve can be used to make up losses, if any, or to expand the Company’s business, and may be
converted into share capital by the issue of new shares to shareholders in proportion to their existing shareholdings or by
increasing the par value of the shares currently held by them, provided that the balance after such issue is not less than
25% of the registered capital of the Company. The statutory surplus reserve is not distributable.

Specific reserve for maintenance and production funds

Pursuant to the relevant PRC regulations, the Group is required to transfer production and maintenance funds at fixed rates
based on relevant bases, such as production volume, to a specific reserve account. The production and maintenance funds
could be utilised when expenses or capital expenditures on production maintenance and safety measures are incurred. The
amount of production and maintenance funds utilised would be transferred from the specific reserve account to retained
earnings.

China Shenhua Energy Company Limited



Consolidated Statement of Changes in Equity (Continued)

For the year ended 31 December 2021
Notes: (Continued)
(iii) Statutory reserves (Continued)
Discretionary surplus reserve

The appropriation to the discretionary surplus reserve is subject to the shareholders’ approval. The utilisation of the
reserve is similar to that of the statutory surplus reserve.

The directors of the Company (the “Directors”) have not proposed any appropriation to the discretionary surplus reserve
in 2021 and 2020.

(iv) Other reserves

Other reserves mainly represents the consideration paid for acquisition of subsidiaries under common control, and share of
other reserves of associates.

(v) Retained earnings

Included in the retained earnings of the Group were its share of the surplus reserve of its domestic subsidiaries amounted
to RMB26,936 million as at 31 December 2021 (31 December 2020: RMB26,065 million).

The notes on pages 201 to 307 form part of these financial statements.
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Consolidated Statement of Cash Flows

For the year ended 31 December 2021

Year ended 31 December

2021 2020
RMB million RMB million
Operating activities
Profit before income tax 79,170 59,362
Adjustments for:
Depreciation of property, plant and equipment (Note 12) 19,245 17,954
Depreciation of right-of-use assets (Note 12) 725 689
Amortisation of intangible assets (Note 12) 413 400
Amortisation of long-term deferred expenses (Note 12) 1,162 942
(Gains)/ losses on disposal of property,
plant and equipment, exploration and evaluation assets,
intangible assets and non-current assets (Note 12) (346) 160
Losses on disposal of subsidiaries and associates (Note 12) 9 7
Gains on changes in fair value arising from remeasurement of
remaining equity interests after losing control (Notes 12) - (1,181)
Gains on disposal of financial assets at
FVTPL (Note 12) - (449)
Losses on changes in fair value of derivative
financial instruments (Note 12) - 134
Impairment losses on property, plant and equipment (Note 12) 535 605
Impairment losses on construction in progress (Note 12) 376 268
Impairment losses on exploration and evaluation assets (Note 12) - 505
Impairment losses on intangible assets (Note 12) 11 -
Impairment losses on right-of-use assets (Note 12) - 3
Impairment losses on assets held for sale (Note 12) - 87
Impairment losses on goodwill (Note 12) 36 18
Impairment losses on interests in associates (Note 12) 60 -
Reversal of allowance for prepaid expenses (Note 12) - (57)
Write—down of inventories (Note 12) 274 94
Interest income (Note 9) (2,492) (1,684)
Share of results of associates 874 (947)
Loss allowances, net of reversal (Note 12) 2,561 524
Interest expenses 2,698 2,334
Exchange gain, net (Note 9) (115) (71)
Operating cash flows before movements in working capital 105,196 79,697
Changes in working capital:
Increase in inventories (157) (909)
Increase in accounts and bills receivables (2,779) (2,689)
Increase in prepaid expenses and other assets (5,027) (2,609)
Increase in accounts and bills payables 2,326 3,693
Increase in accrued expenses and other liabilities 9,488 15,438
Increase in contract liabilities 1,608 472
Cash generated from operations 110,655 93,093
Income tax paid (16,080) (11,804)
Net cash generated from operating activities 94,575 81,289
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Consolidated Statement of Cash Flows (Continued)
For the year ended 31 December 2021

Year ended 31 December

2021 2020
RMB million RMB million
Investing activities
Additions of property, plant and equipment, intangible assets,
exploration and evaluation assets, construction in progress
and other non-current assets (23,236) (20,030)
Increase in right—of-use assets (627) (644)
Proceeds from disposal of property, plant and equipment,
intangible assets and other non-current assets 900 490
Proceeds from disposal of wealth management products and
derivative financial instruments included in prepaid expenses
and other current assets - 33,736
Investments in associates (736) (123)
Purchase of non—controlling interests - (786)
Net cash received from disposal of subsidiaries 1,389 1,350
Net cash received from disposed of assets
classified as held for sale 2,566 -
Net cash received from acquisition of subsidiaries 614 -
Dividend received from associates 1,613 937
Interest received 2,035 1,427
Increase in restricted bank deposits (1,088) (3,023)
Placing of time deposits with original maturity over three months (1,046) (11,212)
Maturity of time deposits with original maturity
over three months 10,531 2,016
Investments in long-term loans included in
other non—current assets - (1,191)
Disposal of interbank certificate of deposits included in prepaid
expenses and other current assets - 28,621
Collection of other current assets 141 480
Net cash (used in)/ generated from investing activities (6,844) 32,048
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Consolidated Statement of Cash Flows (Continued)

For the year ended 31 December 2021

Year ended 31 December

2021 2020
RMB million RMB million
Financing activities

Capital element of lease rentals paid (Note 29(b)) (297) (250)
Interest element of lease rentals paid (Note 29(b)) (29) (37)
Interest paid (Note 29(b)) (3,214) (2,530)
Proceeds from borrowings (Note 29(b)) 22,114 9,940
Repayments of borrowings (Note 29(b)) (21,741) (13,840)
Repayments of bonds - (3,488)
Proceeds from bills discounted 995 996
Purchase of own shares - (256)
Contributions from non-controlling shareholders 1,129 606
Distributions to non—controlling shareholders (6,826) (8,159)
Dividend paid to equity holders of the Company (Note 15) (35,962) (25,061)
Net cash used in financing activities (43,731) (42,079)
Net increase in cash and cash equivalents 44,000 71,258
Cash and cash equivalents, at the beginning of the year 112,880 41,827
Effect of foreign exchange rate changes (a74) (131)

Cash and cash equivalents included in assets
classified as held for sale - (74)
Cash and cash equivalents, at the end of the year 156,706 112,880

The notes on pages 201 to 307 form part of these financial statements.
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Notes to the consolidated financial statements

For the year ended 31 December 2021

PRINCIPAL ACTIVITIES AND ORGANISATION
Principal activities

China Shenhua Energy Company Limited (the “Company”) and its subsidiaries (hereinafter
collectively referred to as the “Group”) are principally engaged in: (i) the production and sale
of coal; and (ii) the generation and sale of coal-based power to provincial/regional electric grid
companies in the People’s Republic of China (the “PRC”). The Group operates an integrated
railway network and seaports that are primarily used to transport the Group’s coal sales from its
mines. The primary customers of the Group’s coal sales include power plants, metallurgical and
coal chemical producers in the PRC.

Organisation

The Company was established in the PRC on 8 November 2004 as a joint stock limited company
as part of the Restructuring (as defined below) of Shenhua Group, a state—owned enterprise under
the direct supervision of the State Council of the PRC.

Effective on 31 December 2003, the coal production and power generation operations previously
operated by various entities wholly—-owned or controlled by Shenhua Group were restructured
and managed separately (the “Restructuring”), and those assets and liabilities related to
the operations and businesses that were transferred to the Company were revalued by China
Enterprise Appraisal Co., Ltd., an independent valuer registered in the PRC, as at 31 December
2003 as required by the PRC rules and regulations.

On 8 November 2004, in consideration for Shenhua Group transferring the coal mining and power
generating assets and liabilities to the Company, the Company issued 15,000,000,000 domestic
state-owned ordinary shares with a par value of RMB1.00 each to Shenhua Group. The shares
issued to Shenhua Group represented the entire registered and paid—up share capital of the
Company at that date.

In 2005, the Company issued 3,089,620,455 H shares with a par value of RMB1.00 each, at a
price of Hong Kong Dollars (“HKD”) 7.50 per H share by way of a global initial public offering.
In addition, 308,962,045 domestic state-owned ordinary shares of RMB1.00 each owned by
Shenhua Group were converted into H shares. A total of 3,398,582,500 H shares were listed on
The Stock Exchange of Hong Kong Limited.

In 2007, the Company issued 1,800,000,000 A shares with a par value of RMB1.00 each, at a price
of RMB36.99 per A share in the PRC. The A shares were listed on the Shanghai Stock Exchange.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

1.

PRINCIPAL ACTIVITIES AND ORGANISATION (CONTINUED)
Immediate parent and ultimate controlling party

On 28 August 2017, Shenhua Group received the Notice regarding the Restructuring of China
Guodian Corporation and Shenhua Group Corporation Limited (Guo Zi Fa Gai Ge [2017] No. 146)
from the State-owned Assets Supervision and Administration Commission of the State Council,
which approves that China Guodian Corporation (the “China Guodian”) and Shenhua Group
shall implement the joint restructuring, China Guodian shall be merged into Shenhua Group, and
the company name of Shenhua Group shall be changed to China Energy Investment Corporation
Limited (the “China Energy Group”). China Energy Group will be the parent company after the
completion of the restructuring.

On 27 November 2017, Shenhua Group has completed the industrial and commercial registration
of changes in the business license. The Directors consider the immediate parent and ultimate
holding company of the Group to be China Energy Group.

CHANGES IN ACCOUNTING POLICIES

The Group has applied the following amendments to IFRSs issued by the IASB to these financial
statements for the current accounting period:

. Amendments to IFRS 16, Covid-19-Related Rent Concessions beyond 31 December 2021

o Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, Interest Rate Benchmark
Reform-phase 2

None of these developments have had a material effect on how the Group’s results and
financial position for the current or prior periods have been prepared or presented in this financial
report. The Group has not applied any new standard or interpretation that is not yet effective for
the current accounting period except for the amendment to IFRS 16, Covid-19-Related Rent
Concessions, which provides a practical expedient that allows lessees not to assess whether
particular rent concessions occurring as a direct consequence of the COVID-19 pandemic are
lease modifications and, instead, account for those rent concessions as if they were not lease
modifications, if the eligibility conditions are met. One of these conditions requires the reduction
in lease payments affect only payments originally due on or before a specified time limit. The
2021 amendment extends this time limit from 31 December 2021 to 31 December 2022.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The consolidated financial statements have been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRSs”), which collective term includes all
applicable individual International Financial Reporting Standards, International Accounting
Standards (“IASs”) and Interpretations issued by the International Accounting Standards Board
(the “IASB™). They are presented in Renminbi (“RMB”) and all values are rounded to the
nearest million (RMB’ million) except when otherwise indicated. In addition, the consolidated
financial statements include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (*“Listing Rules’) and by the Hong Kong
Companies Ordinance (“CO™).

The IASB has issued certain new and revised IFRSs that are first effective or available for early
adoption for the current accounting period of the Group. Note 2 provides information on any
changes in accounting policies resulting from initial application of these developments to the
extent that they are relevant to the Group for the current and prior accounting periods reflected in
these financial statements.

The consolidated financial statements have been prepared on the historical cost basis, except for
certain financial instruments as disclosed in Note 40.3, which have been measured at fair value at
the end of each reporting period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/or disclosure purposes in
the Group’s consolidated financial statements is determined on such a basis, except for share—
based payment transactions that are within the scope of IFRS 2 Share-based Payment, leasing
transactions that are within the scope of IFRS 16 Leases, and measurements that have some
similarities to fair value but are not fair value, such as net realisable value in IAS 2 Inventories or
value in use in IAS 36 Impairment of Assets.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1,
2 or 3 based on the degree to which the inputs to the fair value measurements are observable and
the significance of the inputs to the fair value measurement in its entirety, which are described as
follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or liability.

The preparation of financial statements in conformity with IFRSs 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 associated 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 underlying 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 IFRSs that have significant effect on the
financial statements and major sources of estimation uncertainty are discussed in Note 4.

Significant accounting policies adopted by the Group are disclosed below.
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company and its subsidiaries. Control is achieved when the Company:

- has power over the investee;
- is exposed, or has rights, to variable returns from its involvement with the investee; and
- has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of consolidation (Continued)

When the Group has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group considers all relevant facts and circumstances in
assessing whether or not the Group’s voting rights in an investee are sufficient to give it power,
including:

- the size of the Group’s holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;

- potential voting rights held by the Group, other vote holders or other parties;
- rights arising from other contractual arrangements; and

- any additional facts and circumstances that indicate that the Group has, or does not have,
the current ability to direct the relevant activities at the time that decisions need to be
made, including voting patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and
ceases when the Group loses control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated statement of
profit or loss and other comprehensive income from the date the Group gains control until the
date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to equity holders of
the Company and to the non-controlling interests.Total comprehensive income of subsidiaries
is attributed to equity holders of the Company and to the non-controlling interests even if this
results in the non—controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group’s equity

therein, which represent present ownership interests entitling their holders to a proportionate
share of net assets of the relevant subsidiaries upon liquidation.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the
Group’s relevant components of equity and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries, including re-attribution of relevant
reserves between the Group and the non-controlling interests according to the Group’s and the
non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling interests are adjusted, and the
fair value of the consideration paid or received is recognised directly in equity and attributed to
owners of the Company.

Business combinations

Acquisitions of businesses, other than business combination under common control are accounted
for using the acquisition method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the acquisition—-date fair values of the
assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised
at their fair value, except that deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured in accordance with IAS 12 Income
Taxes and IAS 19 Employee benefits respectively.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount
of any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If, after re—assessment, the net of the
acquisition—date amounts of the identifiable assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of any non—controlling interests in the acquiree
and the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation are initially measured at
the non-controlling interests’ proportionate share of the recognised amounts of the acquiree’s
identifiable net assets.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Goodwvill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-
generating units (or group of cash—generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which the goodwill is monitored for
internal management purposes and not larger than an operating segment.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually or
more frequently when there is indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash—-generating unit to which goodwill has been allocated
is tested for impairment before the end of that reporting period. If the recoverable amount of
the cash—generating unit is less than its carrying amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets
of the unit on a pro-rata basis based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss. An impairment loss recognised
for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash—-generating unit or any of the cash-generating unit within
the group of cash—-generating units, the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal. When the Group disposes of an
operation within the cash-generating unit (or a cash—-generating unit within a group of cash-
generating units), the amount of goodwill disposed of is measured on the basis of the relative
values of the operation (or the cash-generating unit) disposed of and the portion of the cash-
generating unit (or the group of cash—generating units) retained.

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. The financial statements of associates used
for equity accounting purposes are prepared using uniform accounting policies as those of the
Group for like transactions and events in similar circumstances. Under the equity method, an
investment in an associate is initially recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share of the profit or loss and other
comprehensive income of the associate. When the Group’s share of losses of an associate
exceeds the Group’s interest in that associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the associate, after applying the expected
credit losses (the “ECL”) model to such other long-term interests where applicable), the Group
discontinues recognising its share of further losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive obligations or made payments on behalf
of that associate.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments in associates (Continued)

On acquisition of the investment in an associate, any excess of the cost of acquisition over
the Group’s share of the net fair value of the identifiable assets, liabilities of the investee is
recognised as goodwill, which is included within the carrying amount of the investment. Any
excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the
cost of investment, after reassessment, is recognised immediately in profit or loss in the period in
which the investment is acquired.

The Group assesses whether there is an objective evidence that the interest in an associate may
be impaired. When any objective evidence exists, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance with IAS 36 as a single asset by
comparing its recoverable amount (higher of value in use and fair value less costs of disposal)
with its carrying amount. Any impairment loss is recognised when the recoverable amount is less
than the carrying value of the investment in associates. Any reversal of that impairment loss is
recognised in accordance with IAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

When the Group reduces its ownership interest in an associate but the Group continues to use
the equity method, the Group reclassifies to profit or loss the proportion of the gain or loss that
had previously been recognised in other comprehensive income relating to that reduction in
ownership interest if that gain or loss would be reclassified to profit or loss on the disposal of the
related assets or liabilities.

When a group entity transacts with an associate of the Group, profits and losses resulting
from the transactions with the associate are recognised in the Group’s consolidated financial
statements only to the extent of interests in the associate that are not related to the Group.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount
will be recovered principally through a sale transaction rather than through continuing use. This
condition is regarded as met only when the asset (or disposal group) is available for immediate
sale in its present condition subject only to terms that are usual and customary for sales of such
asset (or disposal group) and its sale is highly probable. Management must be committed to the
sale, which should be expected to qualify for recognition as a completed sale within one year from
the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above
are met, regardless of whether the Group will retain a non—controlling interest in the relevant
subsidiary after the sale.

When the Group is committed to a sale plan involving disposal of an investment, or a portion of an
investment, in an associate or joint venture, the investment or the portion of the investment that
will be disposed of is classified as held for sale when the criteria described above are met, and
the Group discontinues the use of the equity method in relation to the portion that is classified as
held for sale from the time when the investment (or a portion of the investment) is classified as
held for sale.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Non-current assets held for sale (Continued)

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of
their previous carrying amount and fair value less costs to sell, except for financial assets within
the scope of IFRS 9, which continue to be measured in accordance with the accounting policies as
set out in respective sections.

Revenue from contracts with customers

Under IFRS 15, the Group recognises revenue when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods or services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance obligation if one of the following
criteria is met:

- the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs;

- the Group’s performance creates and enhances an asset that the customer controls as the
Group performs; or

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

Otherwise, revenue is recognised at a point in time when the customer obtains control of the
distinct good or service.

A contract asset represents the Group’s right to consideration in exchange for goods or
services that the Group has transferred to a customer that is not yet unconditional. It is assessed
for impairment in accordance with IFRS 9. In contrast, a receivable represents the Group’s
unconditional right to consideration, i.e. only the passage of time is required before payment of
that consideration is due.

A contract liability represents the Group’s obligation to transfer goods or services to a customer

for which the Group has received consideration (or an amount of consideration is due) from the
customer.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies
other than entity’s functional currencies (foreign currencies) are recognised at the rates of
exchange prevailing on the dates of the transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at the rates prevailing at that date.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated. Exchange differences on monetary items are recognised in profit or loss in the period
in which they arise.

For the purpose of presenting the consolidated financial statements, the assets and liabilities of
the Group’s foreign operations are translated into the presentation currency of the Group (i.e.
RMB) using exchange rates prevailing at the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the period. Exchange differences arising, if
any, are recognised in other comprehensive income and accumulated in equity under the heading
of exchange reserve, attributed to non-controlling interests as appropriate.

Borrowing costs

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 as part of 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 expensed in
the period in which they are incurred.

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will
comply with the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in
which the Group recognises as expenses the related costs for which the grants are intended to
compensate. Specifically, government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are recognised as deferred income
in the consolidated statement of financial position and transferred to profit or loss on a systematic
and rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support to the Group with no future related costs
are recognised in profit or loss in the period in which they become receivable.

Retirement benefit costs

Payments to state—-managed retirement benefit schemes and a supplemental defined contribution

pension plan approved by the government are recognised as an expense when employees have
rendered service entitling them to the contributions.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
“profit before income tax” as reported in the consolidated statement of profit or loss and
other comprehensive income because of income or expense that are taxable or deductible in
other years and items that are never taxable or deductible. The Group’s liability for current tax
is calculated using tax rates that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and liabilities in the consolidated financial statements and the corresponding tax bases used in
the computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such deferred tax assets and liabilities
are not recognised if the temporary difference arises from the initial recognition (other than in
a business combination) of assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax liabilities are not recognised if the
temporary difference arises from the initial recognition of goodwvill.

Deferred tax liabilities are recognised for taxable temporary differences associated with
investments in subsidiaries and associates, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered. Unrecognised deferred tax assets are reassessed at
the end of each reporting year and are recognised to the extent that it has become probable that
future taxable profit will be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset is realised, based on tax rate (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the Group intends to settle its current tax assets and liabilities on a
net basis.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (Continued)

Current and deferred tax are recognised in profit or loss, except when they relate to items that
are recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination,
the tax effect is included in the accounting for the business combination.

Property, plant and equipment

Property, plant and equipment, which consists of freehold land and buildings, mining structures
and mining rights, mining related machinery and equipment, and other items of plant and
equipment, held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the consolidated statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated impairment losses, if any.

Depreciation is recognised so as to write—off the cost of items of property, plant and equipment
(other than freehold land and construction in progress, which are subject to impairment
assessment) less their residual values over their estimated useful lives. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a prospective basis.

Property, plant and equipment, except for freehold land, and mining structures and mining rights,
are depreciated on a straight-line basis at the following rates per annum:

Categories Term for deprecation (year)
Buildings 10 - 55 years
Mining related machinery and equipment 5 - 40 years
Generators related machinery and equipment 8 — 35 years
Railway and port 6 — 45 years
Vessels 25 years
Coal chemical related machinery and equipment 8 — 20 years
Furniture, fixtures, motor vehicles and other equipment 5 - 35 years

The Directors reviewed the estimated useful lives of the assets annually based on the Group’s
historical experience with similar assets and taking into account anticipated technological changes.

Construction in progress intended to be used for production, supply or administrative purposes
are carried at cost, less any recognised impairment loss. Costs include professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with the Group’s accounting policy.
Such properties are classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the same basis as other
property, plant and equipment, commences when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of the asset and is recognised
in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (Continued)
Mining structures and mining rights

The costs of mining structures and mining rights, which include the costs of acquiring and
developing mining structures and mining rights, are firstly capitalised as *““construction in
progress” in the year in which they are incurred and then reclassified to “Mining structures
and mining rights” under property, plant and equipment when they are ready for commercial
production.

Mining structures and mining rights are depreciated on a units—of-production basis utilising only
proved and probable coal reserves in the depletion base.

The Group’s mining rights are of sufficient duration (or convey a legal right to renew for sufficient
duration) to enable all reserves to be mined in accordance with current production schedules.

Stripping costs incurred to develop a mine (or pit) before the production commences or to improve
access to the component of the ore body during the production stage are capitalised as part of the
cost of constructing the mine (or pit) and subsequently amortised over the life of the mine (or pit)
on a units—of-production basis. Stripping costs and secondary development expenditure, mainly
comprising costs on blasting, haulage, excavation, etc. incurred during the production stage of the
ore body and does not providing any improved access to the ore body are charged to profit or loss
as incurred.

Commercial reserves are proved and probable reserves. Changes in the commercial reserves
affecting unit of production calculations are dealt with prospectively over the revised remaining
reserves.

Exploration and evaluation assets
Exploration and evaluation assets comprise costs which are directly attributable to the search for

mineral resources, the determination of technical feasibility and the assessment of commercial
viability of an identified resource:

researching and analysing historical exploration data;

- gathering exploration data through topographical, geochemical and geophysical studies;
- exploratory drilling, trenching and sampling;

- determining and examining the volume and grade of the resource;

- surveying transportation and infrastructure requirements; and

- conducting market and finance studies.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (Continued)
Exploration and evaluation assets (Continued)

Expenditure during the initial exploration preparation stage of a project is charged to profit or loss as
incurred. Exploration and evaluation costs, including the costs of acquiring licenses, are capitalised
as exploration and evaluation assets on a project-by—project basis pending determination of the
technical feasibility and commercial viability of the project.

Once the final feasibility study has been completed and a development decision has been taken,
accumulated capitalised exploration and evaluation expenditures in respect of an area of interest
are transferred to property, plant and equipment. In circumstances when an area of interest
is abandoned or management decides it is not commercially viable, any accumulated costs in
respect of that area are written off in the period the decision is made.

Obligations for land reclamation

The Group’s obligations for land reclamation consist of spending estimates at both surface and
underground mines in accordance with the PRC rules and regulations. The Group estimates its
liabilities for land reclamation and mine closure based upon detailed calculations of the amount
and timing of the future cash flows for the required work. Spending estimates are escalated for
inflation, then discounted at a discount rate that reflects current market assessments of the time
value of money and the risks specific to the liability such that the amount of provision reflects
the present value of the expenditures expected to be required to settle the obligation. The
Group records a corresponding asset associated with the liability for final reclamation and mine
closure. The obligation and corresponding asset are recognised in the period in which the liability
is incurred. The asset is depreciated on the units—of-production method over its expected life
and the liability is accreted to the projected spending date. As changes in estimates occur (such
as mine plan revisions, changes in estimated costs, or changes in timing of the performance of
reclamation activities), the revisions to the obligation and the corresponding asset are recognised
at the appropriate discount rate.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at costs less
accumulated amortisation and any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis.

Internally—generated intangible assets — research and development expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incurred.
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Intangible assets (Continued)
Internally—generated intangible assets — research and development expenditure (Continued)
An internally—generated intangible asset arising from development activities (or from the
development phase of an internal project) is recognised if, and only if, all of the following have

been demonstrated:

- the technical feasibility of completing the intangible asset so that it will be available for use
or sale;

- the intention to complete the intangible asset and use or sell it;
- the ability to use or sell the intangible asset;
- how the intangible asset will generate probable future economic benefits;

- the availability of adequate technical, financial and other resources to complete the
development and to use or sell the intangible asset; and the ability to measure reliably the
expenditure attributable to the intangible asset during its development.

The amount initially recognised for internally—-generated intangible asset is the sum of the
expenditure incurred from the date when the intangible asset first meets the recognition criteria
listed above. Where no internally-generated intangible asset can be recognised, development
expenditure is recognised in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured at cost less
accumulated amortisation and accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.

Intangible assets acquired in a business combination not under common control

Intangible assets acquired in a business combination are recognised separately from goodwill and
are initially recognised at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination with finite
useful lives are reported at cost less accumulated amortisation and any accumulated impairment
losses, on the same basis as intangible assets that are acquired separately.

Derecognition of intangible assets
An intangible asset is derecognised on disposal, or when no future economic benefits are
expected from use or disposal. Gains and losses arising from derecognition of an intangible asset

are measured as the difference between the net disposal proceeds and the carrying amount of
the asset and are recognised in profit or loss in the period when the asset is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets (Continued)
Impairment of tangible and intangible assets other than goodwill

At the end of the reporting period, the Group reviews the carrying amounts of its tangible,
intangible assets with finite useful lives to determine whether there is any indication that these
assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the relevant asset is estimated in order to determine the extent of the impairment loss (if any).

The recoverable amount of tangible and intangible assets are estimated individually, when it is not
possible to estimate the recoverable amount individually, the Group estimates the recoverable
amount of the cash—-generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash—generating
units for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and 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 (or a cash—-generating unit) for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or a cash—generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or a cash—-generating unit) is reduced to its
recoverable amount. In allocating the impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable) and then to the other assets on a basis
based on the carrying amount of each asset in the unit. The carrying amount of an asset is not
reduced below the highest of its fair value less costs of disposal (if measurable), its value in use
(if determinable) and zero. The amount of the impairment loss that would otherwise have been
allocated to the asset is allocated pro rata to the other assets of the unit. An impairment loss is
recognised immediately in profit or loss.

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 (Continued)
For the year ended 31 December 2021

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leased assets (Continued)

(i)

As a lessee

Where the contract contains lease component(s) and non-lease component(s), 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 expense is calculated using the effective interest method. Variable lease payments
that do not depend on an index or rate are not included in the measurement of the lease
liability and hence are charged to profit or loss in the accounting period in which they are
incurred.

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.

The lease liability is also remeasured when there is a change in the scope of a lease or
the consideration for a lease that is not originally provided for in the lease contract (“lease
modification”) that is not accounted for as a separate lease. In this case the lease liability is
remeasured based on the revised lease payments and lease term using a revised discount
rate at the effective date of the modification. The only exceptions are any rent concessions
which arose as a direct consequence of the COVID-19 pandemic and which satisfied the
conditions set out in paragraph 46B of IFRS 16 Leases. In such cases, the Group took
advantage of the practical expedient set out in paragraph 46A of IFRS 16 and recognised the
change in consideration as if it were not a lease modification.

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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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leased assets (Continued)
(i)  Asalessor

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.

When the Group is an intermediate lessor, the sub-leases are classified as a finance lease
or as an operating lease with reference to the right-of-use asset arising from the head
lease. If the head lease is a short-term lease to which the Group applies the exemption
method, then the Group classifies the sub-lease as an operating lease.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are
calculated using the weighted average method. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make
the sale.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Group will be required to settle that obligation, and a
reliable estimate can be made of the amount of the obligation.

Provisions are measured at the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present value of those cash flows (where the
effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a party to the
contractual provisions of the instrument. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the market place.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets and financial liabilities are initially measured at fair value except for trade
receivables arising from contracts with customers. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial liabilities (other than financial assets or
financial liabilities measured at fair value through profit and loss (the “FVTPL”)) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities FVTPL are recognised immediately in profit or loss.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating interest income and interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of
the financial asset or financial liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Financial assets
Classification and subsequent measurement of financial assets
Financial assets that meet the following conditions are subsequently measured at amortised cost:

- the financial asset is held within a business model whose objective is to collect contractual
cash flows; and

- the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subsequently measured at fair value
through other comprehensive income (the “FVTOCI”):

- the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling; and

- the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL, except that at the date of initial
application/initial recognition of a financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment in other comprehensive income if
that equity investment is neither held for trading nor contingent consideration recognised by an
acquirer in a business combination to which IFRS 3 Business Combinations applies.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Classification and subsequent measurement of financial assets (Continued)

In addition, the Group may irrevocably designate a financial asset that are required to be measured
at the amortised cost or FVTOCI as measured at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch.

(1)

(i)

(iii)

Amortised cost and interest income (Continued)

Interest income is recognised using the effective interest method for financial assets
measured subsequently at amortised cost. Interest income is calculated by applying the
effective interest rate to the gross carrying amount of a financial asset, except for financial
assets that have subsequently become credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the financial asset from the beginning
of the reporting period following the determination that the asset is no longer credit
impaired.

Equity instruments designated as at FVTOC/

Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognised in other comprehensive
income and accumulated in the other reserves; and are not subject to impairment
assessment. The cumulative gain or loss will not be reclassified to profit or loss on disposal
of the equity investments, and will be transferred to retained earnings.

Dividends from these investments in equity instruments are recognised in profit or loss
when the Group’s right to receive the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment. Dividends are included in the
“other income” line item in profit or loss.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or
FVTOCI or designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period,
with any fair value gains or losses recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend or interest earned on the financial asset
and is included in the “other gains and losses” line item.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
Impairment of financial assets

The Group recognises a loss allowance for ECL on financial assets which are subject to
impairment under IFRS 9 (including accounts receivable, other receivables, long—term receivables,
loans to China Energy Group and fellow subsidiaries, entrusted loans and financial guarantee
contracts). The amount of ECL is updated at each reporting date to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected
life of the relevant instrument. In contrast, 12-month ECL represents the portion of lifetime
ECL that is expected to result from default events that are possible within 12 months after the
reporting date. Assessments are done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic conditions and an
assessment of both the current conditions at the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for accounts receivable. The ECL on these assets are
assessed individually for credit-impaired debtors or using a provision matrix with appropriate
groupings.

For all other instruments, the Group measures the loss allowance equal to 12-month ECL, unless
when there has been a significant increase in credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of whether lifetime ECL should be recognised is based
on significant increases in the likelihood or risk of a default occurring since initial recognition.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
Impairment of financial assets (Continued)
() Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition,
the Group compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date
of initial recognition. In making this assessment, 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:

- an actual or expected significant deterioration in the financial instrument’s external
credit rating (if available);

- significant deterioration in external market indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default swap prices for the debtor;

- existing or forecast adverse changes in business, financial or economic conditions
that are expected to cause a significant decrease in the debtor’s ability to meet its
debt obligations;

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

- an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit
risk has increased significantly since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Impairment of financial assets (Continued)

(1)

(i)

Significant increase in credit risk (Continued)

Despite the foregoing, the Group assumes that the credit risk on a debt instrument has
not increased significantly since initial recognition if the debt instrument is determined to
have low credit risk at the reporting date. A debt instrument is determined to have low
credit risk if i) it has a low risk of default, ii) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term and iii) adverse changes in economic and
business conditions in the longer term may, but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow obligations.

For financial guarantee contracts, the date that the Group becomes a party to the irrevocable
commitment is considered to be the date of initial recognition for the purposes of assessing
the financial instrument for impairment. In assessing whether there has been a significant
increase in the credit risk since initial recognition of financial guarantee contracts, the Group
considers the changes in the risk that the specified debtor will default on the contract.

The Group regularly monitors the effectiveness of the criteria used to identify whether there
has been a significant increase in credit risk and revises them as appropriate to ensure that
the criteria are capable of identifying significant increase in credit risk before the amount
becomes past due.

Definition of default

For internal credit risk management, the Group considers an event of default occurs when
information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Group, in full (without taking into account
any collaterals held by the Group). 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.

2021 Annual Report

223



Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iii) ~ Credit-impaired financial assets
A financial asset is credit-impaired when one or more events of default that have a
detrimental impact on the estimated future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes observable data about the
following events:
(@)  significant financial difficulty of the issuer or the borrower;
(b)  abreach of contract, such as a default or past due event;
() the lenders of the borrower, for economic or contractual reasons relating to the

borrower’s financial difficulty, having granted to the borrower a concessions that the

lenders would not otherwise consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial re—
organisation; or

(e) the disappearance of an active market for that financial asset because of financial
difficulties.

(iv)  Write-off policy

The Group writes off a financial asset when there is information indicating that the
counterparty is in severe financial difficulty and there is no realistic prospect of recovery.
Financial assets written off may still be subject to enforcement activities under the
Group’s recovery procedures, taking into account legal advice where appropriate. A write—
off constitutes a derecognition event. Any subsequent recoveries are recognised in profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Impairment of financial assets (Continued)

v)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment
of the probability of default and loss given default is based on historical data adjusted
by forward-looking information. Estimation of ECL reflects an unbiased and probability—
weighted amount that is determined with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all contractual cash flows that are due to the
Group in accordance with the contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial recognition.

For a financial guarantee contract, the Group is required to make payments only in the event
of a default by the debtor in accordance with the terms of the instrument that is guaranteed.
Accordingly, the expected losses is the present value of the expected payments to
reimburse the holder for a credit loss that it incurs less any amounts that the Group expects
to receive from the holder, the debtor or any other party.

For ECL on financial guarantee contracts, the Group will apply a discount rate that reflects
the current market assessment of the time value of money and the risks that are specific
to the cash flows but only if, and to the extent that, the risks are taken into account by
adjusting the discount rate instead of adjusting the cash shortfalls being discounted.

Where ECL is measured on a collective basis or cater for cases where evidence at the
individual instrument level may not yet be available, the financial instruments are grouped
on the following basis:

- Nature of financial instruments (i.e. the Group’s accounts and bills receivables
and other receivables are each assessed as a separate group. Loans receivable are
assessed for ECL on an individual basis);

- Past-due status; and

- External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each
group continue to share similar credit risk characteristics.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
Impairment of financial assets (Continued)
(v)  Measurement and recognition of ECL (Continued)

Interest income is calculated based on the gross carrying amount of the financial asset
unless the financial asset is credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

For financial guarantee contracts, the loss allowances are recognised at the higher of the
amount of the loss allowance determined in accordance with IFRS 9; and the amount
initially recognised less, where appropriate, cumulative amount of income recognised over
the guarantee period.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s
credit risk since initial recognisation. 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.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group retains substantially all the risks
and rewards of ownership of a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognised
in profit or loss.

On derecognition of an investment in equity instrument which the Group has elected on initial
recognition to measure at FVTOCI upon application of IFRS 9, the cumulative gain or loss
previously accumulated in other reserves is not reclassified to profit or loss, but is transferred to
retained earnings.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity

after deducting all of its liabilities. Equity instruments issued by the Company are recognised at
the proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)

Financial liabilities and equity (Continued)

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest
method or at FVTPL.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is (i) contingent
consideration of an acquirer in a business combination to which IFRS 3 applies, (ii) held for trading
or (iii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

- it has been acquired principally for the purpose of repurchasing it in the near term; or

- on initial recognition it is part of a portfolio of identified financial instruments that the Group
manages together and has a recent actual pattern of short-term profit-taking; or

- it is a derivative, except for a derivative that is a financial guarantee contract or a designated
and effective hedging instrument.

A financial liability other than a financial liability held for trading or contingent consideration of an
acquirer in a business combination may be designated as at FVTPL upon initial recognition if:

such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

- the financial liability forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Group’s documented risk management or investment strategy, and information about
the grouping is provided internally on that basis; or

- it forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits
the entire combined contract to be designated as at FVTPL.

Financial liabilities at amortised cost
Financial liabilities including borrowings, accounts and bills payables, other payables, long-term

liabilities, medium-term notes and bonds are subsequently measured at amortised cost, using the
effective interest method.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when
due in accordance with the terms of a debt instrument. Financial guarantee contract liabilities are
measured initially at their fair values. It is subsequently measured at the higher of:

- the amount of the loss allowance determined in accordance with IFRS 9 /IAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

- the amount initially recognised less, where appropriate, cumulative amortisation recognised
over the guarantee period.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations
are discharged, cancelled or have expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and payable is recognised in profit or
loss.

Derivative financial instruments

The Group’s derivative financial instruments represent cross—currency exchange rate swaps, and
are initially recognised at fair value at the date when the derivative contracts are entered into, and
remeasured at fair value at the end of the reporting period, with any gains or losses recognised in
profit or loss.

China Shenhua Energy Company Limited



Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Related parties
(a) A person, or a close member of that person’s family, is related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii)  is a member of the key management personnel of the Group or the Group’s parent.
(b)  An entity is related to the Group if any of the following conditions applies:
(i) The entity and the Group are members of the same group.

(ii) 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).

(iii)  Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the
third entity.

(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).

(vii) 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 or 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 financial
statements, are identified from the financial information provided regularly to the Group’s most
senior executive management 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 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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4.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, the Directors
are required to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going 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.

4.1

Critical judgements in applying accounting policies

The following are critical judgements, apart from those involving estimation (see Note 4.2
below), that the Directors have made in the process of applying the Group’s accounting
policies and that have the most significant effect on the amounts recognised in the
consolidated financial statements.

Control over Guoneng Hebei Dingzhou Power Co., Ltd. (“Dingzhou Power™)

Note 45 describes that Dingzhou Power is a subsidiary of the Company although the
Company has only 41% ownership interest and voting rights in Dingzhou Power. The
remaining 59% of ownership interest and voting rights are owned by two shareholders that
are unrelated to the Group as to 19% and 40%, respectively. Details of Dingzhou Power are
set out in Note 45.

The Directors evaluated whether the Company has the practical ability to lead the relevant
activities of Dingzhou Power to determine whether the Company has actual control over
Dingzhou Power. The Company is the largest equity owner of Dingzhou Power and no
other equity owners individually or in aggregate had the power to control Dingzhou Power
according to the articles of association. Historically, the Company controlled the operation
of Dingzhou Power by appointing senior management, approving annual budget and
determining the remuneration of employees etc. Considering above mentioned factors,
the Directors are of the opinion that the Company has sufficiently dominant power over
Dingzhou Power as the Company is the governing body of most of the relevant activities of
it. Therefore the financial statements of Dingzhou Power are consolidated by the Company
during the periods presented.

China Shenhua Energy Company Limited



Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

4.2

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year.

Coal reserves

Engineering estimates of the Group’s coal reserves are inherently imprecise and represent
only approximate amounts because of the subjective judgements involved in developing
such information. There are authoritative guidelines regarding the engineering criteria
that have to be met before estimated coal reserves can be designated as “proved” and
“probable”. Proved and probable coal reserve estimates are updated at regular basis
and have taken into account recent production and technical information of each mine. In
addition, as prices and cost levels change from year to year, the estimate of proved and
probable coal reserves also changes. This change is considered as a change in estimate for
accounting purposes and is reflected on a prospective basis in related depreciation rates.

Despite the inherent imprecision in these engineering estimates, these estimates are
used in determining depreciation expenses and impairment loss. Depreciation rates
are determined based on estimated proved and probable coal reserve quantity (the
denominator) and capitalised costs of mining structures and mining rights (the numerator).
The capitalised cost of mining structures and mining rights are amortised based on the units
of coal produced.

Impairment losses

In considering the impairment losses that may be required for certain of the Group’s assets
which mainly include property, plant and equipment, construction in progress, exploration
and evaluation assets, intangible assets, right-of-use assets, interests in associates and
other non-current assets, the recoverable amount of the asset need to be determined. The
recoverable amount is the higher of its fair value less cost of disposal and value in use. It is
difficult to precisely estimate fair value because quoted market prices for these assets may
not be readily available. In determining the value in use, the Group uses all readily available
information in determining expected cash flows generated by the cash—-generating unit to
which the asset belongs and they are discounted to their present value, which requires
significant judgement relating to cash flow items such as level of sale volume, selling price,
amount of operating costs and future returns.

In considering the impairment losses that may be required for current receivables and other
financial assets, future cash flows need to be determined. One of the key assumptions that
has to be applied is about the ability of the debtors to settle the receivables.

Notwithstanding that the Group has used all available information to make this estimation,

inherent uncertainty exists and actual write—offs may be higher or lower than the amount
estimated.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

4.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

4.2

Key sources of estimation uncertainty (Continued)
Depreciation

Other than the freehold land and mining structures and mining rights, property, plant and
equipment are depreciated on a straight-line basis over the estimated useful lives of the
assets, after taking into account the estimated residual value. The Group reviews the
estimated useful lives and residual value of the assets regularly based on the Group’s
historical experience with similar assets and taking into account anticipated technological
changes. Depreciation for future periods is adjusted if there is a significant change from
previous estimates. The carrying amount of the property, plant and equipment is disclosed
in Note 17.

Deferred tax assets

As at 31 December 2021, deferred tax assets of RMB3,568 million (2020: RMB2,856
million) have been recognised in the Group’s consolidated statement of financial position.
No deferred tax asset has been recognised on the tax losses of RMB7,097 million (2020:
RMB5,563 million) and deductible temporary differences of RMB8,864 million (2020:
RMB9,244 million) due to the unpredictability of future profit streams. The realisation of the
deferred tax assets mainly depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual future profits generated
are less or more than expected, a material reversal or further provision of deferred tax assets
may arise, which will be recognised in profit or loss in the period in which such a reversal or
further provision takes place.

Fair value measurement of financial instruments

Certain of the Group’s financial assets, unquoted equity instruments and accounts and bills
receivables amounting to RMB2,550 million as at 31 December 2021 (RMB1,845 million
as at 31 December 2020) are measured at fair values with fair values being determined
based on unobservable inputs using valuation techniques as set out in Note 40.3. Changes
in assumptions relating to any key inputs may have a material impact on the reported fair
values of these instruments.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

4.2 Key sources of estimation uncertainty (Continued)
Provision of ECL for accounts receivables

The Group uses provision matrix to calculate ECL for accounts receivable. The provision
rates are based on the aging of accounts receivable as groupings of receivables that have
similar loss patterns. The provision matrix is based on the Group’s historical default rates
taking into consideration forward—looking information that is available without undue costs
or effort. At every reporting date, the historical observed default rates are reassessed and
changes in the forward-looking information are considered. In addition, accounts and bills
receivables with significant balances and credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates. The information about the ECL
and the Group’s accounts receivable are disclosed in Notes 26 and 40.2, respectively.

Obligations for land reclamation

The estimation of the liabilities for reclamation and mine closure involves the estimates of
the amount and timing for the future cash spending as well as the discount rate used for
reflecting current market assessments of the time value of money and the risks specific
to the liability. The Group considers the factors including development plan of the mines,
the geological structure of the mining regions and reserve volume to determine the scope,
amount and timing of reclamation and mine closure works to be performed. Determination
of the effect of these factors involves judgements from the Group and the estimated
liabilities may turn out to be different from the actual expenditure to be incurred. The
discount rate used by the Group may also be altered to reflect the changes in the market
assessments of the time value of money and the risks specific to the liability, such as
change of the borrowing rate and inflation rate in the market. As changes in estimates
occur (such as mine plan revisions, changes in estimated costs, or changes in timing of the
performance of reclamation activities), the revisions to the obligation will be recognised at
the appropriate discount rate. The carrying amounts of the obligations are disclosed in Note
37.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

5. REVENUE FROM GOODS AND SERVICES

Disaggregation of revenue of business lines and geographical location of customers is as follows:

Segments Coal Power Railway Port Shipping Coal chemical Other Total

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB
million— milion — million — milion — million — milion — milion — milion — million — millon - million — millon — million — millon  million  millon

Types of goods or service
Sales of goods
Coal 2495569 163,751 - - - - - - - - - - - - 249569 163751
Power - - 56599 44321 - - - - - - - - - - 56599 44321
Coal chemical products - - - - - - - - - - 5211 4549 - - 5217 4,549
Others 6672 5446 7360 5027 - - - - - - 574 616 - - 14606 11,089
256,241 169,197 63959 49,348 - - - - - - 5851 5,165 - - 326051 223710
Transportation and other services
Railway - - - - 5730 4743 - - - - - - - - 5730 4743
Port - - - - - - m 525 - - - - - - 1 525
Shipping - = - = - = = - 13 L - = - 7AW 1
Others - - - - 1108 1,061 211 449 - - - - 24108 1343 2538
- - - - 6,838 5804 982 974 1321 1741 - - 24 1,028 9,165 9,553
Total 256241 169197 63959 49348 6838 5804 982 974 1321 1741 581 5165 24 1028 335216 233263
Geographical markets
Domestic markets 252481 168198 56991 44,623 6,838 5804 982 974 1321 1741 5851 5,165 24 1028 324488 227539
Overseas markets 3,760 999 6,968 4725 - - - - - - - - - - 10728 5724
Total 256,241 169,197 63959 49,348 6,838 5804 982 974 1321 1741 5851 5,165 24 1,028 335216 233,263
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

REVENUE FROM GOODS AND SERVICES (CONTINUED)

Segments Coal Power Railway Port Shipping Coal chemical Other Total

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB
million— milfon— million — milion — million — milion — milion — milion — million — millon — million — millon — million — millon  million  millon

Timing of revenue recognition
A paint in time 256241 169197 63959 49,348 - - - - - - 581 5165 - - 326051 223710
Over time - - - - 6838 5804 982 974 131 141 - - U 1028 9165 9,553

Total 256241 169197 63959 49348 6838 5804 982 914 1321 L1747 581 5165 24 1,028 335216 233,263

The Group’s revenue from contracts with customers is RMB335,106 million for the year ended 31
December 2021 (2020: RMB232,155 million).

Set out below is the reconciliation of the revenue with the amounts disclosed in the segment
information.

Segments Coal Power Railway Port Shipping Coal chemical Other Total

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB
million — milfon — million — milion — million — mifion — milion — milion — million — milon — million — milion — million — millon  million  millon

Revenue disclosed in segment

gt(zzrr:]a&\ucizgmmers %6241 169197 63959 49348 6838 5804 982 974 130 1747 5851 5165 2 108 33526 233263
Inter-segment %420 20832 165 138 33861 32919 5458 5385 4874 1365 = - W 85 8075 61464
292661 190029 64124 49486 40699 38723 6440 6359 6195 3112 5851 5165 320 1883 416291 29477

Adustmentand eliminations ~~ (36.420) (20,832 (165)  (138) (33861 (32919) (545 (538) (4674 (1,365 = - @) 2 (6L07) (61464
Revenue %6241 169197 63959 49348 6838 5804 982 974 131 1747 5851 5165 U108 3B 233263

The Group produces and sells coal and coal chemical products to customers at spot market.
For sales of coal and coal chemical products, revenue is recognised when control of the goods
has transferred, being when the goods have been shipped to the customers’ specific location.
According to the Group’s historical experiences, there was no significant exchange or return of
coal and coal chemical products occurred. There is no sales-related warranties associated with
coal and coal chemical products.

For sales of power, revenue is recognised upon the transmission of electric power to the power
grid companies. Power could not be returned or exchanged and there is also no warranties
associated with power sales.

The Group provides railway transportation services, shipment transportation services as well as
port loading and storage services to customers. Such services are recognised as a performance
obligation satisfied over time as the Group rendering the services. Revenue is recognised for
these services based on the stage of completion of the performance obligation using output
method.

All performance obligations of sales of coal, power and coal chemical products, railway and
shipment transportation services, and port loading and storage services are part of contracts with
an original expected duration of one year or less, and as permitted under IFRS 15, the transaction
price allocated to these unsatisfied contracts is not disclosed.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

6.

SEGMENT AND OTHER INFORMATION

The Group manages its businesses by divisions, which are organised by business lines (products
and services). In a manner consistent with the way in which information is reported internally
to the Group’s chief operating decision maker (“CODM?”), including president, senior vice
president and chief financial officer, for the purposes of resource allocation and performance
assessment, the Group has presented the following six (2020: six) reportable segments. No
operating segments have been aggregated to form the following reportable segments.

1)

(@)

Coal operations — which produce coal from surface and underground mines, and the sale of
coal to external customers, the power operations segment and the coal chemical operations
segment. The Group sells its coal under long—-term supply contracts, which allow periodical
price adjustments, and at spot market.

Power operations — which use coal from the coal operations segment and external suppliers,
thermal power, wind power, water power and gas power to generate electric power for the
sale to coal operations segment and external customers. Electric power is sold to the power
grid companies in accordance with planned power output at the tariff rates as approved
by the relevant government authorities. Electric power produced in excess of the planned
power output is sold at the tariff rate as agreed upon with the respective power grid
companies which are generally lower than the tariff rates for planned power output.

Railway operations — which provide railway transportation services to the coal operations
segment, the power operations segment, the coal chemical operations segment and
external customers. The rates of freight charges billed to the coal operations segment, the
power operations segment, the coal chemical operations segment and external customers
are consistent and do not exceed the maximum amounts approved by the relevant
government authorities.

Port operations — which provide loading, transportation and storage services to the coal
operations segment and external customers. The Group charges service fees and other
expenses, which are reviewed and approved by the relevant government authorities.

Shipping operations — which provide shipment transportation services to the power
operations segment, the coal operations segment and external customers. The rates of
freight charges billed to the power operations segment, the coal operations segment and
external customers are consistent.

Coal chemical operations — which use coal from the coal operations segment to first
produce methanol and further process into polyethylene and polypropylene, together with
other by—products, for sale to external customers. The Group sells its polyethylene at spot
market.

Segment results

For the purposes of assessing segment performance and allocating resources between
segments, the Group’s CODM monitors the results attributable to each reportable
segment based on profit before income tax (“reportable segment profit”). Reportable
segment profit represents the profit earned by each segment without allocation of head
office and corporate items. Inter-segment sales are primarily charged at prevailing market
rate which are the same as those charged to external customers.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

6. SEGMENT AND OTHER INFORMATION (CONTINUED)

(@)

(b)

Segment results (Continued)

Information regarding the Group’s reportable segments as provided to the Group’s
CODM for the purposes of resource allocation and assessment of segment performance for
the years ended 31 December 2021 and 2020 is set out below:

Coal Power Railway Port Shipping Coal chemical Total

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
RMB RMB RWB RMB RMB RMB RMB RMB RMB RMB RMB RMB RWB RMB
million— milion— milion — milion — milion — millon — milion — millon  million — millon  million  milion  million  millon

Revenue from external customers 256241 169,197 63959 49,348 6,838 5,804 982 974 132 1747 5851 5165 335192 232,235
Inter-segment revenue 36420 20,832 165 138 33861 32919 5458 5,385 4874 1,365 - - 80,778 60639
Reportable segment revenue 202661 190029 64124 49486 40699 38723 6,440 6,359 6,195 3112 5851 5165 415970 292874
Reportable segment profit 58949 28992 2,025 6907 15723 15790 2,623 2481 1,003 26 106 180 81,029 54582
Including:
Interest expenses 849 761 1514 1341 1,107 869 136 210 - 2 50 90 3,656 3333
Depreciation and amortisation 8,769 7413 5495 5,265 5,094 4987 1,024 997 313 297 726 844 21421 19803
Share of results of associates 345 154 3 168 @ - 6 4 - - - - 344 326
Loss allowances and impairment of assets 1,140 1,297 69 538 6] - 3 7 - - 61 @ 120 1,840

Reconciliations of reportable segment revenue, segment profit and other items
of profit or loss for the years ended 31 December 2021 and 2020 are set out
below:

Reportable Unallocated head office Elimination of
segment amounts and corporate items inter-segment amounts Consolidated
2021 2020 2021 2020 2021 2020 2021 2020

RMB million — RMB million ~ RMB million — RMB mifion -~ EMB million — RMB million -~ RMB million — RMB million

Revenue 415970 292,874 321 1,853 (81,075) (61,464) 335,216 233,263
Profit/(loss) before income tax 81,029 54,582 (2,814) 3,927 955 853 79,170 59,362
Interest expenses 3,656 3333 900 861 (1,963) (£,933) 2,593 2,261
Depreciation and amortisation 21421 19,803 124 182 - - 21,545 19,985
Share of results of associates 344 326 (1,133) 621 (85) - (874) 947
Loss allowances and impairment of assets 1,270 1,840 2,583 207 - - 3,853 2,047
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

6.

SEGMENT AND OTHER INFORMATION (CONTINUED)

(€)

(d)

Geographical information

The following table sets out information about geographical location of (i) the Group’s
revenue from external customers and (ii) the Group’s property, plant and equipment,
construction in progress, exploration and evaluation assets, intangible assets, right-of-
use assets, interests in associates, certain non-current assets. The geographical location
of customers is based on the location at which the services were provided or the goods
delivered. The geographical location of the specified non—current assets is based on the
physical location of the asset, in the case of property, plant and equipment, construction in
progress and right-of-use assets, and the location of operations, in the case of exploration
and evaluation assets, intangible assets, other non-current assets and interests in
associates.

Revenue from Specified non-

external customers current assets

Year ended 31 December 31 December
2021 2020 2021 2020

RMB million RMB million  RMB million RMB million

Domestic markets 324,488 227,539 377,145 378,504
Overseas markets 10,728 5,724 6,147 7,070
335,216 233,263 383,292 385,574

Major customers

Revenue from any individual customer of the Group does not exceed 10% of the Group’s
revenue. Certain of the Group’s customers are entities, which controlled, jointly controlled
or significantly influenced by the PRC government (““government-related entities”)
and collectively considered as the Group’s major customers. During the year ended 31
December 2021, revenue from the Group’s top five major customers of coal and power
segments amounted to RMB118,598 million (2020: RMB67,846 million).
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Notes to the consolidated financial statements (Continued)

For the year ended 31 December 2021

6. SEGMENT AND OTHER INFORMATION (CONTINUED)

(e) Other information

Certain other information of the Group’s segments for the years ended 31 December 2021
and 2020 is set out below:

Coal

Power Railway Port Shipping Coal chemical  Unallocated items ~ Eliminations Total

2001
RUB
million

2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2021 2020
RMB RMB RMB  RMB  RMB  RMB  RMB  RMB  RMB  RMB  RMB KM RMB  FWB  RMB  RMB  RMB
mifon— milion — milion— milion — millon - million— millon -~ millon — mifon— millon — millon— milion — millon - million— millon— million — millon

Coal purchased 102,865
Cost of coal

production 60,899
Cost of coal

transportation 58,027
Power cost -
Cost of coal chemical

production -
Others 333

R 71 Y 1)
11 1 <1 R T
ST - - U460 1691 2047 3060 135 128 - - - - (W19 (9669 5% 347
- S B/ET - - - - - oo (6] (16667 4719 19210
S o oo oo A6 - - (L6 (M9 258 261
304 483 28 450 4013 %5 B4 36T 150 S8 600 4 B - - 148 12385

Total cost of sales 225,126

153313 60019 38729 22020 20304 3342 334 508 275 4754 46TS i 28 (81,167) (60,804) 239,156 162,374

Profit from operations

Note j) 59,125
Capital expenditures

(Note i) 20575
Total assets Abre (i) 268,067
Totalliabilities

7=
~

20832 3000 7976 16310 1666 2720 2678 980 209 B9 %1 104 (660) 80008 57977

§151 16676 7766 3979 3441 1002 388 5 i 8l 564 3 1202 - - B3 U
2094 166654 150209 139551 124113 19821 21619 8065 6410 8864 8938 446069 424257 (446494) (395716) 610597 562,904

Mo (120170) (106897) (134566) (UO040) (6085 (0410 (6519 (6628  (514)  (BT) (245 (2050) (I76717) (154901 3%820 298827 (161376) (13310

Notes:

(i) Profit from operations is calculated as revenue minus cost of sales, selling expenses, general and
administrative expenses, research and development costs, loss allowances and impairment of assets.

(ii) Capital expenditures consist of addition in property, plant and equipment, construction in process,
exploration and evaluation assets, intangible assets, long—-term deferred expense, land use rights and
prepayment for mining projects.

(iii) Unallocated items of total assets include deferred tax assets and other unallocated corporate assets.

Unallocated items of total liabilities include deferred tax liabilities and other unallocated corporate liabilities.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

7. COST OF SALES

Year ended 31 December

2021 2020

RMB million RMB million

Coal purchased 102,865 48,742
Materials, fuel and power 23,696 19,501
Personnel expenses 21,285 16,066
Depreciation and amortisation 18,093 16,647
Repairs and maintenance 10,722 9,124
Transportation charges 18,764 15,076
Taxes and surcharges 16,502 10,926
Other operating costs 27,229 26,292
239,156 162,374

8. OTHER INCOME

Year ended 31 December

2021 2020

RMB million RMB million

Government grants 465 424
Claim income 39 21
Others 389 333
893 778
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Notes to the consolidated financial statements (Continued)

INTEREST INCOME/FINANCE COSTS

For the year ended 31 December 2021

Year ended 31 December

2021 2020
RMB million RMB million

Interest income from:
— bank deposits 2,474 1,075
— other loans and receivables 18 609
Total interest income 2,492 1,684

Interest on:

— borrowings 2,896 2,369
— lease liabilities 29 37
— bonds 130 146
Total finance costs on financial liabilities not at FVTPL SE055 2,552
Less: amount capitalised (850) (602)
2,205 1,950
Others 105 73
Unwinding of discount 388 311
Exchange gain, net (115) (72)
Total finance costs 2,583 2,263
Net finance costs 91 579

Note:

Borrowing costs capitalised during the year arose on the general borrowing pools and were calculated by applying a
capitalisation rate from 1.80% to 4.90% (2020: from 1.80% to 6.15%) per annum to expenditure on qualifying assets.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

10.

INCOME TAX EXPENSE

Year ended 31 December

2021 2020

RMB million RMB million

Current tax, mainly PRC enterprise income tax 20,260 15,966
Over provision in respect of prior years (1,465) (790)
Deferred tax (634) 202
18,161 15,378

The tax charge for the year can be reconciled to the profit before income tax per consolidated
statement of profit or loss and other comprehensive income as follows:

Year ended 31 December

2021 2020
RMB million RMB million
Profit before income tax 79,170 59,362
Tax at the PRC income tax rate of 25% (2020: 25%) 19,793 14,841
Tax effects of:
— different tax rates of branches and subsidiaries (2,066) (607)
— non—deductible expenses 890 231
— non-taxable income - (296)
— share of results of associates 194 (240)
— utilisation of tax losses and deductible temporary
difference previously not recognised (483) (224)
— tax losses and deductible temporary difference not
recognised 1,298 2,463
— over provision (1,465) (790)
Income tax expense 18,161 15,378

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate applicable for the PRC group entities is 25% (2020: 25%)
except for subsidiaries and branches operating in the western developing region of the PRC which
are entitled to a preferential tax rate of 15% from 2011 to 2020.

On 23 April 2020, the relevant government and tax authorities issued an announcement
(Announcement [2020] No.23 of Ministry of Finance, State Taxation Administration, and National
Development and Reform Commission), according to which the future periods of application
of the preferential tax rate of 15% will be extended for another 10 years from 2021 to 2030, if
the companies’ main business are included in the “Catalogue of Encouraged Industries in the
Western Region (2020 Version)”, which came into effect sine 1 March 2021 with new encouraged
industries applicable to the coal subsidiaries and branches of the Company..
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11.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

INCOME TAX EXPENSE (CONTINUED)

As at 31 December 2021, some of the coal subsidiaries and branches of the Company engaged in
coal mining have obtained the approval from the relevant government and tax authorities and are
entitled to enjoy the preferential tax rate of 15%. Meanwhile, some other coal subsidiaries of the
Group are still in the process of obtaining the approval.

The applicable tax rates of the Group’s overseas subsidiaries are as follows:

Year ended 31 December

2021 2020

% %

Australia 30.0 30.0
Indonesia 22.0 25.0
United States 21.0 21.0
Hong Kong, China 8.25/16.5* 8.25/16.5*

During the years ended 31 December 2021 and 2020, there was no significant assessable profit
and provision for income tax for the overseas subsidiaries.

* The two-tiered profits tax rates regime is applicable from the year of assessment 2018/19 onwards. The profits tax
rate for the first Hong Kong Dollars (‘‘HK$’’) 2,000,000 of profits of corporations will be lowered to 8.25%,
and profits above that amount will continue to be subject to the tax rate of 16.5%.

ASSETS CLASSIFIED AS HELD FOR SALE

In April 2021, Shenhua Watermark Coal Pty Ltd. (“Watermark Company”), a wholly-owned
subsidiary of the Company, and the New South Wales Government of Australia signed the
Agreements on Mining Rights and Disposal of Ecological Land (the “Agreements”). Pursuant
to the Agreements, Watermark Company will withdraw from the development interest of the
existing coal mine project after consultation with the New South Wales government to pursue
the trend of transformation to clean and low-carbon energy while satisfying the environmental
protection need and planning adjustment of New South Wales government. In September 2021,
the Company approved of Watermark Company disposing of its land, houses and ancillary facilities
and other real estate, amounting to approximately RMB256 million. Therefore, these assets of
Watermark Company were accounted as assets held for sale as at 31 December 2021.

During the year ended 31 December 2021, Shenhua Beidian Shengli Energy Co., Ltd. (“Beidian
Shengli Company’), a subsidiary of the Company, was committed to dispose of certain idle land use
rights amounted to approximately RMB38 million, and such assets were classified as held for sale
as at 31 December 2021.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

12. PROFIT FOR THE YEAR
Profit for the year has been arrived at after charging/(crediting)

Year ended 31 December

2021 2020

RMB million RMB million

Personnel expenses, including 35,499 29,405

— Contributions to defined contribution plans 3,662 2,504

Depreciation of property, plant and equipment (Note 17) 19,264 17,965

Depreciation of right-of-use assets 807 713

Amortisation of intangible assets 413 400

Amortisation of long-term deferred expenses 1,162 946

Depreciation and amortisation charged for the year 21,646 20,024

Less: amount capitalised 101 39

Depreciation and amortisation (Note) 21,545 19,985
Loss allowances

— Loans receivables and interbank certificate of deposits - (2)

— Trade receivables (Note 40.2) 21 275

— Other receivables and other loans (Note 40.2) 2,540 251

2,561 524
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

12. PROFIT FOR THE YEAR (CONTINUED)

Year ended 31 December

2021 2020
RMB million RMB million
Other gains and losses, represent
—(gains)/ losses on disposal of property, plant and
equipment, exploration and evaluation assets,
intangible assets and non-current assets (346) 160
- losses on disposal of subsidiaries and associates 9 7
— gains on changes in fair value arising from
remeasurement of remaining equity interests after
losing control - (1,181)
— gains on disposal of financial assets at FVTPL - (449)
- losses on changes in fair value of derivative financial
instruments - 134
— impairment losses on property, plant and equipment
(Note 17) 585 605
— impairment losses on construction in progress (Note 18) 376 268
— impairment losses on exploration and evaluation assets
(Note 19) - 505
— impairment losses on Intangible assets (Note 20) 11 -
— impairment losses on Interests in associates 60 -
— impairment losses on right-of-use assets - 3
— impairment losses on assets held for sale - 87
— impairment losses on goodwill 36 18
- reversal of allowance for prepaid expenses - (57)
— write down of inventories 274 94
955 194
Carrying amount of inventories sold 186,436 118,657
Operating lease charges relating to short-term
leases, leases of low-value assets and variable
lease payments 185 218
Auditors’ remuneration
— audit service 33 32
Note:

Cost of sales include an amount of depreciation and amortisation of RMB18,093 million for the year ended 31 December
2021 (2020: RMB16,647 million).
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021
13. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS

Directors’ and supervisors’ remuneration for the year, disclosed pursuant to the applicable
Listing Rules and CO, is as follows:

Year ended 31 December 2021
Basic salaries,

Housing and
other allowance Retirement
and benefits Discretionary scheme
Fee in kind bonuses contributions Total

RMB million RMB million RMB million RMB million RMB million

Chairman
Wang Xiangxi (Note (1)) - = - - -

Sub-total = = = = =

Executive directors

Yang Jiping (Note (i) and
Note (i) - 0.26 0.78 0.09 1.13
Xu Mingjun - 0.39 0.92 0.14 1.45
Sub-total - 0.65 1.70 0.23 2.58

Non-executive directors
Jia Jinzhong (Note (1)) = - _ _ _
Yang Rongming
(Note (i) and Note (i) = - _ _ _

Sub-total - - - - -
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

13. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS (CONTINUED)

Year ended 31 December 2021

Basic salaries,

Housing and
other allowance Retirement
and benefits Discretionary scheme
Fee in kind bonuses contributions Total
RMB million RMB million RMB million RMB million RMB million
Independent non-executive
directors
Chen Hanwen 0.30 - - - 0.30
Bai Chongen 0.30 - - - 0.30
Yuan Guogiang 0.30 - - - 0.30
Sub-total 0.90 - - - 0.90
Employee director
Wang Xingzhong - 0.33 0.83 0.12 1.28
Sub-total - 0.33 0.83 0.12 1.28
Supervisors
Zhou Dayu (Note (iv)) - - - - -
Luo Meijian (Note (iv)) - - - - -
Zhang Changyan - - 0.39 - 0.39
Sub-total - - 0.39 - 0.39
Total 0.90 0.98 2.92 0.35 5.15
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13. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS (CONTINUED)

Year ended 31 December 2020

Basic salaries,

Housing and
other allowance Retirement
and benefits Discretionary scheme
Fee in kind bonuses contributions Total
RMB million RMB million RMB million RMB million RMB million
Chairman
Wang Xiangxi (Note (1)) - - - - -
Sub-total - - - - -
Executive directors
Li Dong

(Note (i) and Note (iii)) - - - - -
Gao Song

(Note (i) and Note (iii)) - - - - -
Mi Shuhua (

Note (i) and Note (iii)) - - - - -
Yang Jiping (Note (ii)) - 0.23 0.24 0.04 0.51
Xu Mingjun (Note (i) - 0.23 0.24 0.03 0.50

Sub-total - 0.46 0.48 0.07 1.01
Non-executive directors
Zhao Jibin

(Note (i) and Note (iii)) - - - - -
Jia Jinzhong

(Note (i) and (Note(ii)) - - - - -
Zhao Yongfeng (Note (i) - 0.08 0.20 0.02 0.30

Sub-total - 0.08 0.20 0.02 0.30
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For the year ended 31 December 2021

13. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS (CONTINUED)

Year ended 31 December 2020
Basic salaries,

Housing and
other allowance Retirement
and benefits Discretionary scheme
Fee in kind bonuses contributions Total

RMB million RMB million RMB million RMB million RMB million

Independent non-executive

directors
Tam Wai Chu, Maria

(Note(iii)) 0.23 - - - 0.23
Jiang Bo (Note(iii)) 0.23 - - - 0.23
Zhong Yingjie, Christina

(Note(iii)) 0.23 - - - 0.23
Peng Suping (Note(iii)) 0.23 - - - 0.23
Chen Hanwen (Note (i) 0.15 - - - 0.15
Bai Chongen (Note (i) 0.15 - - - 0.15
Yuan Guogiang (Note (ii)) 0.15 - - - 0.15

Sub-total 1.37 - - - 1.37

Employee director
Wang Xingzhong (Note (ii)) - 0.19 0.20 0.04 0.43

Sub-total = 0.19 0.20 0.04 0.43

Supervisors

Zhai Richeng (Note (iv)) = = & . _
Zhou Dayu (Note (iv)) = - - - N
Luo Meijian (Note (iv)) = = i g A

Zhang Changyan - 0.32 0.46 0.06 0.84
Sub-total - 0.32 0.46 0.06 0.84
Total 1.37 1.05 1.34 0.19 3.95

Discretionary bonuses were determined by the remuneration committee in accordance with the
relevant human resources policies.

2021 Annual Report 249



250

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

13. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS (CONTINUED)

Notes:

(1) The emoluments of these directors were borne by China Energy Group during the years ended 31 December 2021
and 2020.

(i) Mr. Yang Jiping and Mr. Xu Mingjun were elected and appointed as executive directors on 29 May 2020.

Mr. Jia Jinzhong was elected and appointed as non-executive director on 29 May 2020.

Dr. Chen Hanwen, Dr. Bai Chongen and Dr. Yuan Guogiang were elected and appointed as independent non—
executive directors on 29 May 2020.

Mr. Wang Xingzhong was elected and appointed as employee director on 29 May 2020.

Mr. Yang Rongming was elected and appointed as non-executive director on 25 June 2021.
(iii) Dr. Li Dong resigned as executive director on 29 March 2020.

Mr. Gao Song and Mr. Mi Shuhua resigned as executive directors on 29 May 2020.

Mr. Zhao Jibin resigned as executive director on 29 May 2020.

Mr. Zhao Yongfeng was elected and appointed as non-executive director on 29 May 2020 and resigned on 23
December 2020.

Dr. Tam Wai Chu, Maria, Dr. Jiang Bo and Ms. Zhong, Yingjie, Christina resigned as independent non-executive
directors on 29 May 2020.

Dr. Peng Suping resigned as independent non-executive director on 29 May 2020.
Mr. Yang Jiping resigned as executive director on 16 November 2021.

(iv) Mr. Zhai Richeng resigned as supervisor and Mr. Luo Meijian was elected and appointed as supervisor on 29 May
2020.

The emoluments of Mr. Zhai Richeng were borne by China Energy Group during the year ended 31 December
2020.

The emoluments of Mr. Zhang Changyan were borne by China Energy Group during the year ended 31 December
2021.

The emoluments of Mr. Zhou Dayu and Mr. Luo Meijian were borne by China Energy Group during the years ended
31 December 2021 and 2020.

Except for those emoluments of directors or supervisors whose emoluments were borne by
China Energy Group, the executive directors’ and supervisors’ emoluments shown above were
mainly for their services in connection with the management of the affairs of the Company and
the Group.

The independent non—-executive directors’ emoluments shown above were mainly for their
services as directors of the Company.
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Notes to the consolidated financial statements (Continued)

EMPLOYEES’ EMOLUMENTS

For the year ended 31 December 2021

Of the five individuals with the highest emoluments within the Group, three (2020: Nil) were
directors of the Company whose emoluments are disclosed in note 13. The emoluments of other

two (2020: five) highest paid individuals are as follows:

Year ended 31 December

2021 2020
RMB million RMB million

Basic salaries, housing and other allowances
and benefits in kind 0.72 1.73
Discretionary bonuses 1.56 3.78
Retirement scheme contributions 0.27 0.33
2855 5.84

Their emoluments are within the following band:

Year ended 31 December

2021 2020

HKD1,000,001 to HKD1,500,000 1 5
HKD1,500,001 to HKD2,000,000 L -
2 5
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For the year ended 31 December 2021

15. DIVIDENDS

Year ended 31 December

2021 2020
RMB million RMB million
Dividend approved and paid during the year:
2020 final - RMB1.81 (2020: 2019 final - RMB1.26) per
ordinary share 35,962 25,061

Subsequent to the end of the reporting period, a final dividend in respect of the year ended 31
December 2021 of RMB50,466 million, at RMB2.54 per ordinary share (in respect of the year
ended 31 December 2020: final dividend RMB35,962 million, at RMB1.81 per ordinary share) has
been proposed by the Directors and is subject to approval by the shareholders in the following
general meeting.

16. EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit attributable to ordinary equity
holders of the Company of RMB51,607 million (2020: RMB35,849 million) and the weighted
average of 19,869 million ordinary shares (2020: 19,888 million shares) in issue during the year,
calculated as follows:

Weighted average number of ordinary shares

Year ended 31 December

2021 2020

million million

Number of shares in issue at 1 January 19,890 19,890
Effect of shares repurchased (21) (2)
Weighted average number of shares in issue 19,869 19,888

No diluted earnings per share for both 2021 and 2020 were presented as there were no potential
ordinary shares in existence during both years.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

17. PROPERTY, PLANT AND EQUIPMENT

Furniture,

Mining  Generators Coal fixtures,

Mining related related chemical motor

structures  machinery  machinery related vehicles

Landand  and mining and and Railway machinery  and other
buildings rights  equipment  equipment  and port Vessels and equipment  equipment Total

RMB million - RMB milion - RMB million - RMB millon — RMB millon — RMB million - RMB millon - RMB million - RMB miflion

Cost
At 1 January 2020 57,603 37,399 66,293 96,057 130,679 1518 13,358 17,998 426,905
Additions 161 143 1,868 250 881 4 2 159 3493
Transferred from construction

in progress 3,050 16 496 2,804 955 B R 150 7,631
Reclassification and other

additions (995) 2,929 1381 (295) 340 - (548) (14) 2,798
Disposals or write-off (219) (169) (696) (99) (367) - (56) (92) (1,698)
Exchange adjustment (25) - 1 (119) - - - (10) (153)
Classified as assets held for sale (338) - - (2,387) - - - 19 (2,736)
At 31 December 2020 59,237 40,318 69,343 96,301 132,488 7,560 12,813 18,180 436,240
Additions 166 8,757 2,091 163 1,569 8 4 107 12,905
Transferred from construction in

progress (Note 18) 2,855 (1) 2,939 17,929 8,151 14 160 L1 3324
Reclassification and other

additions (973) (215) 260 - 928 - - - -
Disposals or write-off (219) (204) (1,558 (1,374) (389) - (30) (705) (4379
Exchange adjustment (179 - - (40) - - - (12) (231)
Classified as assets held for sale (1,310 - - - - - - - (2,310
At 31 December 2021 59,577 48,755 73,075 112,979 142,747 7,582 12,987 18,747 476,449
Depreciation and impairment
At 1 January 2020 13,037 14311 47,355 36,188 48,719 1,536 6,920 12,786 180,912
Charge for the year L127 1,108 4,152 4,167 5,184 31 il 575 17,965
Reclassification 383 1 63 (48) 10 - (292) 12 249
Impairment losses (Note (i) 455 - 3 126 - - - 1 605
Disposals or write-off (112) (157) (590) (45) (316) - (49) (85) (1,354)
Exchange adjustment (15) - - (38) - - - ® (62)
Classified as assets held for sale (23) - - (246) - - - 5] (214
At 31 December 2020 15,452 15,323 51,003 40,104 53,657 1867 7,300 13336 198,042
Charge for the year 1,705 2,364 3883 4,436 5,296 334 675 571 19,264
Reclassification 0 (93) 4 - 2 - - - -
Impairment losses (Note (i) 26 - 153 1 - - 131 14 535
Disposals or write-off (238) (37) (1,507) (1,383) (322) - (25) (396) (3,908)
Exchange adjustment (103) - ) {1 - - - B (124)
Classified as assets held for sale (1,018) - - - - - - - (1,016)
At 31 December 2021 16,056 17,557 53572 43,151 58,653 2,201 8,081 13522 22,193
Carrrying values
At 31 December 2021 43,521 31,198 19,503 69,828 84,094 5,381 4,906 5,225 263,656
At 31 December 2020 43,785 24,995 18,340 56,197 78,831 5,693 5513 4,844 238,198
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

17. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Notes:
(i) Impairment losses

- Impairment losses for smallest identifiable group of assets that generate independent cash flows
(“CGUs™)

In 2021, management identified certain property, plant and equipment and other related non-current assets
having impairment indications.

Management performed impairment assessments of these assets as at 31 December 2021 using value-
in-use calculations for each CGUs by measuring their recoverable amount which is determined based
on discounted cash flow analysis covering the shorter of their economic or legal useful life, and pre-tax
discount rate ranging from 7.58% to 10.10%, and concluded that impairment provisions for coal mines
related assets included in property, plant and equipment were required as follows:

RMB million

Shenhua Zhunge’er Energy Co., Ltd.(“Zhunge’er Energy”) 175
Shenhua Shendong Coal Group Co., Ltd. 140
Shenhua Baotou Coal Chemical Co., Ltd.(*“Baotou Coal Chemical”) 28
Shendong Coal Group Equipment Management Center 57
Guoneng Zhuanlongwan Company 50

The estimated recoverable amounts of the above assets were based on their fair values less costs of
disposal, the fair value of buildings was determined by considering the cost charged if the Group rebuild
the assets under current condition, and the fair value of generators related machinery and equipment was
determined by using market comparison approach with reference to the recent transaction price of similar
assets, after taking into account of its remaining useful lives. The fair value is categorised as a Level 3
measurement.

(i) The Group was in the process of applying for the title certificates of certain of its properties with an aggregate
carrying amount of RMB4,036 million as at 31 December 2021 (2020: RMB4,002 million). The Directors are of the

opinion that the Group is entitled to lawfully and validly occupy or use the above mentioned properties.

(iii) As at 31 December 2021, the property, plant and equipment with carrying amount of RMB815 million (2020:
RMB893 million) have been pledged to the banks to secure the banking facilities granted to the Group.

254  China Shenhua Energy Company Limited



18.

19.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

CONSTRUCTION IN PROGRESS

Year ended 31 December

2021 2020
RMB million RMB million
At the beginning of the year 39,845 34,495
Additions 23,388 14,493
Transferred to property, plant and equipment (Note 17) (33,224) (7,631)
Transferred to intangible assets (Note 20) (625) (136)
Transferred to right-of-use assets (Note 24) (2,807) (60)
Transferred to other non-current assets - (1,021)
Exchange adjustment = (14)
Impairment losses (Note (i) (376) (268)
Classified as assets held for sale - (23)
At the end of the year 26,201 39,845
Notes:
(i) As at 31 December 2021, the Group is in the process of obtaining requisite permits of certain of its construction in

progress from the relevant government authorities. The Directors are of the opinion that the Group will be able to
obtain the requisite permits in due course.

(i) As a result of deferral of certain coal mine, management performed impairment assessment of the related

construction in progress and concluded that impairment provision of RMB376 million was required and charged
into profit or loss for the current year.

EXPLORATION AND EVALUATION ASSETS
The movements of the exploration and evaluation assets are as follows:

Year ended 31 December

2021 2020

RMB million RMB million

At the beginning of the year - 484
Additions 4,000 5
Exchange adjustments - 16
Impairment losses (Note 12) - (505)
At the end of the year 4,000 -
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20.

21.

INTANGIBLE ASSETS

The movement of intangible assets, mainly licenses, software and franchises, is as follows:

Year ended 31 December

2021 2020

RMB million RMB million

At the beginning of the year 3,888 3,648
Additions 563 821
Transferred from construction in progress 625 136
Amortisation (413) (400)
Disposal (1) (316)
Classified as assets held for sale - (1)
Impairment losses (Note 12) (11) -
At the end of the year 4,651 3,888

INTERESTS IN ASSOCIATES

31 December
2021
RMB million

31 December
2020
RMB million

Unlisted shares, at cost 47,723 47,380

Share of post-acquisition profits and other comprehensive
income, net of dividend received (15) 2,176
47,708 49,556
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21.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

INTERESTS IN ASSOCIATES (CONTINUED)

The Group’s associates are unlisted and established in the PRC. The following list contains only
the particulars of associates, which principally affect the results or assets of the Group:

Proportion of ownership
interest and voting power
Name of associate held by the Group
31 December 31 December
2021 2020
% %

Principal activities

Beijing GD Power Co., Ltd.

(“Beijing GD”) 42.53 42.53
Haoji Railway Co., Ltd.

(“‘Haoji Railway™) 12.50 12.50
Shendong Tianlong Group Co., Ltd. 20.39 20.39
Sichuan Guangan Power Co., Ltd. 20.00 20.00

Guohua (Hebei) Renewables
Co., Ltd. 25.00 25.00

Inner Mongolia Yili Chemical Industry
Co., Ltd. 25.00 25.00
Suizhong Power Generation Co., Ltd. 15.00 15.00

Inner Mongolia Guohua Hulunbeier
Power Generation Co., Ltd. 20.00 20.00

China Energy Finance Co., Ltd.
(“Finance Company™) 40.00 40.00

Generation and sale of
electricity

Provision of transportation
service

Coal production and sale

Generation and sale of
electricity

Generation and sale of
electricity

Production and sale of
chemicals

Generation and sale of
electricity

Generation and sale of
electricity

Provision of comprehensive
financial service

2021 Annual Report

257



Notes to the consolidated financial statements (Continued)
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21. INTERESTS IN ASSOCIATES (CONTINUED)

Summarised financial information of the material associates, adjusted for any differences
in accounting policies, and reconciled to the carrying amounts in the consolidated financial
statements, are disclosed below:

31 December 2021/ 31 December 2020/
Year ended 31 December 2021 Year ended 31 December 2020
Finance Haoji Finance Haoji
Beijing GD Company Railway Beijing GD Company Railway

RMB million — RMB million — RMB million — RMB miflion — RMB million — RMB miflion

Current assets 29,548 85,451 9,724 26,734 12,295 8,445
Non-current assets 126,331 59,552 147,381 149,135 21,248 148,568
wHessE Wy AW e, IR e - i, SIS
Current liabilities 47,922 120,417 2,671 47,423 11,305 3,865
Non-current liabilities 23,247 91 102,945 34,535 - 99,742
e UHE whew e Whed e WEE
Non-controlling interests 25,681 - - 28,136 - -

Equity attributable to equity holders of

the company 59,029 24,495 51,489 65,775 22,238 53,406
Revenue 101,461 4,034 9,242 89,379 1,050 5238
(Loss)/profit for the year (4,009) 2,117 (1,944) 2,794 118 (4,967)
Total comprehensive (loss)/income for the year (4,018) 2,117 (1,944) 2,795 113 (4,967)
Equity attributable to equity holders of the

company 59,029 24,495 51,489 65,775 22,238 53,406
Group’s proportion of ownership interest 42.53% 40.00% 12.50% 42.53% 40.00% 12.50%
Carrying amount of equity investment in

associated company 25,105 9,798 6,436 21,974 8,895 6,675

258  China Shenhua Energy Company Limited



21.

22.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

INTERESTS IN ASSOCIATES (CONTINUED)
Aggregate information of associates that are not individually material:

31 December

31 December

2021 2020
RMB million RMB million
Aggregate carrying amount of individually immaterial
associates in the consolidated financial statements 6,369 6,012
Aggregate amounts of the Group’s share of those
associates:
— Profit for the year 227 333
— Total comprehensive income for the year 332 294

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE

INCOME
31 December 31 December
2021 2020
RMB million RMB million

Non-current asset

Unlisted equity securities (Note(i)) 2,174 1,845

Current asset

Accounts and bills receivables (Note(ii)) 376 -

2,550 1,845

Note:

(i) The above unlisted equity investments represent the Group’s equity interest in entities established in the PRC.
The Directors of the Company have elected to designate these equity investments as FVTOCI as it is the Group’s
strategy to hold these investments for long-term purposes and realising their performance potential in the long run.

(ii) As at 31 December 2021, certain accounts and bills receivables were classified as financial assets at FVOCI, as

certain subsidiaries’ business model is achieved both by collecting contractual cash flows and selling of these

assets.

2021 Annual Report

259



Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

23. OTHER NON-CURRENT ASSETS

31 December 31 December
2021 2020
RMB million RMB million
Prepayments in connection with construction work,
equipment purchases and others (Note (i) 4,868 9,807

Prepayments for mining projects 5,273 10,171

Deductible VAT and other tax 392 631

Long-term entrusted loans (Note (ii)) 400 400

Service concession receivables (Note (iii) 12,853 11,044

Goodwill 199 235

Long-term deferred expenses (Note (iv)) 4,104 3,602

28,089 35,890

Notes:

(1) At 31 December 2021, the Group had prepayments to China Energy Group and fellow subsidiaries amounting to
RMB377 million (2020: RMB156 million).

(ii) The Group has long-term entrusted loan of RMB400 million to an associate through a PRC state-owned bank,with
an interest rate of 4.75% per annum.The applicable interest rate is determined in accordance with the prevailing
interest rates published by People’s Bank of China (the “PBOC”).

(iii) Pursuant to the Power Purchase Agreements entered between certain power plants of the Group and PT

Perusahaan Listrik Negara (Persero) (“PLN”), an independent third party, certain power plants of the Group
build power plants to supply electricity to PLN for a 25-30 years period from the power plant’s commercial
operation date under the service concession scheme. Service concession receivables represents service provided
in connection with the service concession arrangement, for which a guaranteed minimum payments have been
agreed. Due to the length of the payment plans, receivables are the present value of future guaranteed cash
receipts discounted using effective interest rate.

(iv) The movement of long-term deferred expenses during the year is as follows:

Year ended 31 December

2021 2020

RMB million RMB million

At the beginning of the year 3,602 3,667
Additions 1,692 884
Amortisation (1,162) (946)
Disposal (28) (1)
Classified as assets held for sale - (2)
At the end of the year 4,104 3,602
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

RIGHT-OF-USE ASSETS

The right-of-use assets represent land use rights paid to the PRC’s government authorities and
the leased assets. The Group is in the process of applying for the title certificates of certain land
use rights certificates with an aggregate carrying amount of RMB3,685 million as at 31 December
2021 (2020: RMB1,739 million). The Directors are of the opinion that the Group is entitled to
lawfully and validly occupy or use the above mentioned lands.

As at 31 December 2021, the Group has no bank loans secured by the Group’s right-of-use assets
(2020: RMB810 million).

The Group leases assets including buildings, machinery, equipment and other properties, and land
use rights. Information about leases for which the Group is a lessee is presented below.

Machinery,
equipment
and other Land use
Buildings properties rights Total
RMB million RMB million RMB million RMB million
Cost
At 1 January 2020 141 880 22,367 23,388
Additions 248 27 585 860
Transferred from construction
in progress - - 60 60
Disposals - - (2) (2)
Classified as assets held for sale - - (78) (78)
Others - - (224) (224)
At 31 December 2020 389 907 22,708 24,004
Additions 120 1,160 627 1,907
Transferred from construction
in progress - - 2,807 2,807
Disposals - (350) (143) (493)
At 31 December 2021 509 1,717 25,999 28,225
Accumulated depreciation
At 1 January 2020 (512) (157) (4,429) (4,637)
Depreciation (107) (137) (469) (713)
Disposals - - 1 1
Classified as assets held for sale - - 6 6
At 31 December 2020 (158) (294) (4,891) (5,343)
Depreciation (119) (89) (599) (807)
Disposals - 144 85 229
At 31 December 2021 (277) (239) (5,405) (5,921)
Impairment losses
At 1 January 2020 - - (62) (62)
Additions - - (3) (3)
At 31 December 2020 and 2021 - - (64) (64)
Net book value
At 31 December 2021 232 1,478 20,530 22,240
At 31 December 2020 231 613 17,753 18,597
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For the year ended 31 December 2021

25. INVENTORIES

31 December 31 December

2021 2020

RMB million RMB million

Coal 6,373 5,236
Materials and supplies 7,384 8,750
Others (Note) 1,127 906
14,884 14,892

Less: write-down of inventories (2,251) (2,142)
12,633 12,750

Note: Others mainly represent properties for sale and properties under development.
Movement in write-down of inventories during the year is as follows:

Year ended 31 December

2021 2020

RMB million RMB million

At the beginning of the year 2,142 2,587
Write down of inventories 274 94
Write off of inventories (165) (539)
At the end of the year 2,251 2,142

262  China Shenhua Energy Company Limited



26.

Notes to the consolidated financial statements (Continued)

ACCOUNTS AND BILLS RECEIVABLES

For the year ended 31 December 2021

31 December 31 December

2021 2020
RMB million RMB million

Accounts receivable
— China Energy Group and fellow subsidiaries 3,391 2,574
— Associates 256 407
— Third parties 7,888 6,116
11,535 9,097
Less: allowance for credit losses (1,277) (1,299)
10,258 7,798

Bills receivable

— China Energy Group and fellow subsidiaries 567 65
— Third parties 2,782 3,896
3,349 3,961
13,607 11,759

As at 31 December 2021 and 31 December 2020, accounts and bills receivables from contracts
with customers amounted to RMB14,884 million and RMB13,058 million, respectively.

Bills receivable were mainly issued by PRC banks and were expiring within one year. As at 31
December 2021, the Group has no bills (2020: RMB84 million) pledged to secure bills payable.

As of the end of the reporting period, the ageing analysis of trade receivables, based on the

invoice date and net of loss allowance, is as follows:

31 December 31 December

2021 2020

RMB million RMB million

Less than one year 9,527 6,972
One to two years 143 125
Two to three years 80 84
More than three years 508 617
10,258 7,798
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26. ACCOUNTS AND BILLS RECEIVABLES (CONTINUED)

As at 31 December 2021, included in the Group’s accounts receivables are debtors with gross
carrying amount of RMB5,926 million (2020: RMB4,750 million) which are past due as at the
reporting date. The past due balances are not considered as in default because the debtors are
not in significant financial difficulty and the management expects that the debtor is able and likely
to pay for the debts. The Group does not hold any collateral over these balances.

Details of credit risks of accounts and bills receivables for the year ended 31 December 2021 are
set out in Note 40.2.

Included in accounts receivable, the following amounts are denominated in foreign currencies:

31 December 31 December

2021 2020

RMB million RMB million

United States Dollars (““USD”) 717 276
Euro (“EUR”) 534 -
Great Britain Pound (“GBP”) 23 -
Indonesian Rupiah (“IDR™) 470 303
1,744 579

Transfers of financial assets

As at 31 December 2021, the Group endorsed bills receivable amounting to RMB861 million (2020:
RMB961 million) to suppliers to settle the accounts payable of same amounts and discounted
bills receivable amounting to RMB331 million (2020: RMB2,067 million) to banks. In accordance
to the relevant laws in the PRC, the holders of the bills receivable have a right of recourse against
the Group if the issuing banks default payment (the “Continuing Involvement”). In the opinion of
the Directors, the fair values of the Continuing Involvement are insignificant, and the Group has
transferred substantially all the risks and rewards of ownership relating to these bills receivable,
and accordingly derecognised the full carrying amounts of the bills receivable, in case of bills
receivable endorsed to suppliers, derecognised the associated accounts payable.

Certain subsidiaries of the Company entered into accounts receivables factoring agreements with
financial service companies, and the subsidiaries transferred accounts receivables to the financial
service companies and received bills receivables and cash, respectively. During the year ended
31 December 2021, the subsidiaries paid RMB15 million (2020: RMB7 million) for the accounts
receivables factoring and recognised in expenses.
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For the year ended 31 December 2021

27. PREPAID EXPENSES AND OTHER CURRENT ASSETS

31 December 31 December
2021 2020
RMB million RMB million

Financial assets measured at amortised cost
— Service concession receivables (Note 23(iii)) 1,964 1,512
— Current portion of entrusted loans - 37
— Other receivables due from associates 502 470
— Amount due from China Energy Group - 1,417
— Other receivables 2,709 2,234
— Other loans 4,500 4,500
9,675 10,170
Less: impairment losses (Note) 3,207 706
6,468 9,464
Prepaid expenses and deposits 8,361 4,999
Deductible VAT and other taxes 3,685 3,017
18,514 17,480

Note:

The Group conducted credit impairment text for long-term loans of certain debtors and accordingly made an impairment
provision of RMB2,583 million for the current year.

28. RESTRICTED BANK DEPOSITS

Restricted bank deposits represent collaterals for bills payable and collaterals related to the
operating of mines and ports.

The Group performed impairment assessment on restricted bank deposits and concluded that the
probability of defaults of the counterparty banks are insignificant and accordingly, no allowance for
credit losses is provided.

Details of impairment assessment of restricted bank deposits are set out in Note 40.2.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

29. CASH AND CASH EQUIVALENTS
(@) Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of financial position and the

consolidated statement of cash flows comprise cash at bank and in hand, and time deposits
with original maturity within three months.

31 December 31 December
2021 2020
RMB million RMB million
Deposits with banks and other financial institutions 162,886 127,457
Less: Restricted bank deposits 4,479 3,391
Less: Time deposits with original maturity over
three months 1,701 11,186
Cash and cash equivalents in the consolidated
cash flow statement 156,706 112,880

As at 31 December 2021, the Group performed impairment assessment on bank balances
and concluded that the probability of defaults of the counterparty banks are insignificant and
accordingly, no allowance for credit losses is provided.

Details of impairment assessment of bank deposits are set out in Note 40.2.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

29. CASH AND CASH EQUIVALENTS (CONTINUED)

(b)

Reconciliation of liabilities arising from financing activities

The table below shows the detailed changes in the Group’s liabilities arising from financing
activities, including both cash and non-cash changes. Liabilities arising from financing
activities are those 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.

Accrued
Lease interest
Borrowings Bonds liabilities payable Total
RMB million — RMB million — RMB miflion ~ RMB million ~ RMB million
(Note 31) (Note 32) (Note 33) (Note 35)
At 1 January 2021 59,098 3,241 848 263 63,450
Capital element of lease rentals paid - - (197) - (197)
Interest element of lease rentals paid - - (29) - (29)
Interest paid - - - (3,214) (3,214)
Proceeds from borrowings 22,114 - - - 22,114
Repayments of borrowings (21,741) - - - (21,741)
Foreign exchange (361) (76) - - (437)
Amortisation of discount on bonds - 7 - - 7
Interest expenses - - 29 3,160 3,189
Increase in lease liabilities from entering into
new leases during the year - - 1,396 - 1,396
Decrease in lease liabilities during the year - - (350) - (350)
At 31 December 2021 59,110 3,172 1,697 209 64,188
At 1 January 2020 41,115 6,948 821 471 49,355
Capital element of lease rentals paid - - (250) - (250)
Interest element of lease rentals paid - - (37) - (37)
Interest paid - - - (2,530) (2,530)
Proceeds from borrowings 9,940 - - - 9,940
Repayments of borrowings (13,840) - - - (13,840)
Repayments of bonds - (3,488) - - (3,488)
Foreign exchange (453) (223) - - (676)
Deconsolidation of Finance Company’s financial
statements 22,336 - (217) 22,119
Amortisation of discount on bonds - - - 4
Interest expenses - - 37 2,539 2,576
Increase in lease liabilities from entering into new
leases during the year - - 217 - 277
At 31 December 2020 59,098 3,241 848 263 63,450
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For the year ended 31 December 2021

29. CASH AND CASH EQUIVALENTS (CONTINUED)
(c) Total cash outflow for leases

Amounts included in the consolidated cash flow statement for leases comprise the

following:
Year ended 31 December
2021 2020
RMB million RMB million
Within operating cash flows 185 218
Within financing cash flows 226 287
411 505

These amounts relate to the following:

Year ended 31 December

2021 2020
RMB million RMB million
Lease rental paid 411 505

30. DEFERRED TAXATION
For the purpose of the presentation in the consolidated statement of financial position, certain
deferred tax assets and liabilities have been offset. The following is the analysis of the deferred
tax balances for financial reporting purpose.

31 December 31 December

2021 2020

RMB million RMB million

Deferred tax assets 3,568 2,856
Deferred tax liabilities (974) (896)
2,594 1,960
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For the year ended 31 December 2021

30. DEFERRED TAXATION (CONTINUED)

The following are the major deferred tax assets and liabilities recognised and movements thereon

during the current and prior year:

Credited/
(charged)
in profit or
loss/other

At 1 January comprehensive

2021
RMB million

income
RMB million

31 December
2021
RMB million

Allowances, primarily for receivables and

inventories 609 (53) 556
Property, plant and equipment 193 95 288
Right-of-use assets - - -
Tax losses utilised 96 (8) 88
Tax allowable expenses not yet incurred 1 - 1
Unrealised profits from sales within the Group 1,196 179 1,375
Accrued salaries and other expenses not yet

paid 58 (24) 34
Others (193) 445 252
Net deferred tax assets 1,960 634 2,594

Credited/
(charged)
in profit or
loss/other
At 1 January comprehensive 31 December
2020 income 2020
RMB million RMB million RMB million
Allowances, primarily for receivables and

inventories 540 69 609
Property, plant and equipment 112 81 193
Right-of-use assets - - -
Tax losses utilised 116 (20) 96
Tax allowable expenses not yet incurred 1 - il
Unrealised profits from sales within

the Group 1,255 (59) 1,196
Accrued salaries and other expenses not

yet paid 65 (7 58
Others 73 (266) (193)
Net deferred tax assets 2,162 (202) 1,960
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For the year ended 31 December 2021

30. DEFERRED TAXATION (CONTINUED)

At the end of the reporting period, the Group has unused tax losses of RMB7,449 million (2020:
RMB5,946 million) and unrecognised deductible temporary differences of RMB8,864 million
(2020: RMB9,244 million) available for offset against future profits. A deferred tax asset has been
recognised in respect of RMB352 million (2020: RMB383 million) of such losses. No deferred
tax asset has been recognised in respect of the remaining RMB7,097 million (2020: RMB5,563
million) losses due to the unpredictability of future profit streams. Included in unrecognised tax
losses are losses of RMB1,324 million (2020: RMB2,059 million) that will expire in 2022.

31. BORROWINGS

An analysis of the Group’s borrowings is as follows:

31 December 31 December
2021 2020
RMB million RMB million
Current borrowings:

Short-term bank and other borrowings 4,248 5,043
Current portion of long-term borrowings 5,669 3,804
9,917 8,847

Non-current borrowings:
Long-term borrowings, less current portion 49,193 50,251
59,110 59,098
Secured 10,070 10,920
Unsecured 49,040 48,178
59,110 59,098

The Group’s short-term borrowings are unsecured and bear interest at rates ranging from 3.00%
to 4.35% per annum (2020: 2.80% to 5.10% per annum), and long-term borrowings bear interest
at rates ranging from 1.80% to 4.90% per annum (2020: 1.80% to 6.15% per annum).
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

BORROWINGS (CONTINUED)

31 December

31 December

2021 2020
RMB million RMB million

The exposure of the long-term borrowings and the

contractual maturity dates:

Within one year 5,669 3,804
More than one year, but not exceeding two years 538y 4,815
More than two years, but not exceeding five years 3,854 10,280
More than five years 40,002 35,156
54,862 54,055

The Group’s long-term borrowings comprise:

31 December

31 December

2021 2020
RMB million RMB million
Loans from banks and other institutions
RMB denominated Interest rates ranging from
4.28% to 5.39% per annum
with maturities through 22
January 2036 42,388 41,061
RMB denominated Interest rates ranging from
LPR-2.60% to LPR+0.05%
per annum with maturities
through 8 October 2041 3,195 2,667
USD denominated Interest rates ranging from
Libor+0.7% to Libor+2.85%
per annum with maturities
through 26 December 2034 8,220 8,846
Japanese Yen (“JPY”) Interest rates ranging from
denominated 1.80% to 2.60% per annum
with maturities through 20
March 2031 1,057 1,478
Euro denominated Interest rate at 2.85% per
annum with maturities
through 22 June 2022 2 3
54,862 54,055
Less: current portion of long-term borrowings (5,669) (3,804)
49,193 50,251
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31. BORROWINGS (CONTINUED)
As at 31 December 2021, included in the above outstanding long-term borrowings, were entrusted
loans from China Energy Group and fellow subsidiaries amounting to RMB21,179 million (2020:

RMB21,640 million).

Certain borrowings are secured over certain property, plant and equipment with a carrying amount
of RMB815 million (2020: RMB893 million) (see Note 17(iii)).

32. BONDS
The Group issued a dollar bond of a total USD500 million on 20 January 2015. The net proceeds

of the Dollar bond issued were mainly used for repayment of loans of subsidiaries. Details of the
Group’s bond are as follow:

Effective 31 December 31 December

interest rate Due date 2021 2020

9% RMB million RMB million

10 - year corporate bond 4.10% 19/01/2025 3,172 3,241

33. LEASE LIABILITIES

The lease liabilities were repayable as follow:

31 December 2021 31 December 2020
Present Present
value of the Total  value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments

RMB million RMB million RMB million RMB million

Withiniyear .18 216 S £ o WaltZic)
After 1 year but within 2 years 225 267 206 229
After 2 years but within 5 years 476 628 341 366
After 5 years 809 1,015 59 61
- - T . P Sold S 1910 ... GICIE  0oCh
1,697 2,126 848 931
Less: total future interest expenses (429) (83)
Present value of lease liabilities 1,697 848

272  China Shenhua Energy Company Limited



34.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

ACCOUNTS AND BILLS PAYABLES

31 December

31 December

2021 2020
RMB million RMB million
Accounts payable

— China Energy Group, an associate of China Energy Group
and fellow subsidiaries 2,064 1,435
— Associates 626 1,075
— Third parties 31,100 25,362
33,790 27,872
Bills payable 1,426 1,108
35,216 28,980

The following is an aging analysis of accounts and bills payables, presented based on invoice date.

31 December

31 December

2021 2020

RMB million RMB million

Less than one year 31,468 24,621
One to two years 888 671
Two to three years 400 459
More than three years 2,460 3,229
35,216 28,980

Included in accounts and bills payables, the following amounts are denominated in foreign

currencies:
31 December 31 December
2021 2020
RMB million RMB million
UsD 1,202 521
Euro 84 12
Others 474 214
1,760 747
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35. ACCRUED EXPENSES AND OTHER PAYABLES

31 December 31 December

2021 2020

RMB million RMB million

Accrued staff wages and welfare benefits 5,941 4,359
Accrued interest payable 209 263
Taxes payable other than income tax 10,610 4,154
Dividends payable 1,194 1,422
Other accrued expenses and payables (Note) 11,155 8,751
29,109 18,949

Notes:

Other accrued expenses and payables of the Group included:

31 December

31 December

2021 2020

RMB million RMB million

Amounts due to China Energy Group and fellow subsidiaries 584 519
Amounts due to associates 4 59
588 578

The above balances are unsecured, interest-free and payable on demand.
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37.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

LONG-TERM LIABILITIES

31 December 31 December
2021 2020
RMB million RMB million

Payables for acquisition of mining rights (Note (i) 6,453 742

Deferred income (Note (ii)) 1,408 1,431

Defined benefit plans 4 6

Others 1,587 1,171

9,452 3,350

Analysed for reporting purpose as:

Current liabilities 1,427 689
Non-current liabilities 8,025 2,661
9,452 3,350

Notes:

(i) The balances mainly represent payables for acquisition of mining rights which are to be settled over the period of
production set out in the contracts on an annual basis. The annual payment is determined by fixed rates on a per
tonne basis with reference to the annual production volume of the acquired mines in the acquisition agreements.

(ii) Deferred income mainly represents grants provided by several local governments in the PRC to encourage the

construction of non-current assets.

ACCRUED RECLAMATION OBLIGATIONS

Year ended 31 December

2021 2020

RMB million RMB million

At the beginning of the year 6,169 3,372
Addition for the year 565 2,654
Accretion expense 350 288
Accrued reclamation obligations utilised (330) (145)
At the end of the year 6,754 6,169

During the year, the coal mine related subsidiaries of the Group re-estimated the reclamation
obligations related to the mine geological restoration and environment cost according to the
relevant regulations of the state.
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38.

39.

SHARE CAPITAL

31 December
2021
RMB million

Registered, issued and fully paid:

16,491,037,955 domestic listed A shares of RMB1.00 each 16,491
3,377,482,000 H shares of RMB1.00 each 3,378
19,869

31 December

2020
RMB million

Registered, issued and fully paid:
16,491,037,955 domestic listed A shares of RMB1.00 each 16,491
3,398,582,500 H shares of RMB1.00 each 3,399
19,890

The Company repurchased 21,100,500 shares of its own ordinary shares on the Stock Exchange
of Hong Kong during the period from November to December 2020, the repurchase was governed
by section 257 of the Hong Kong Companies Ordinance. The total amount paid RMB256 million
was debited to “treasury shares”. In March 2021, the Company has completed the cancellation
procedures for all the repurchased shares.

All A shares and H shares rank pari passu in all material aspects.
CAPITAL RISK MANAGEMENT

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business.

The Group manages the capital structure and makes adjustments to it in the light of changes in
economic conditisons and the risk characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
return capital to shareholders or issue new shares to reduce debts.

The Group monitors capital using a gearing ratio which is total liabilities divided by total assets.
The Group aims to maintain the gearing ratio at a reasonable level. The Group’s gearing ratio as
at 31 December 2021 was 26% (2020: 24%).

There were no changes in the Group’s approach to capital management compared with previous
years.
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For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS

40.1

40.2

Categories of financial instruments

The carrying amounts of each of the following categories of financial assets and financial

liabilities at the end of the reporting period are set out as follows:

31 December

31 December

2021 2020
RMB million RMB million
Financial assets

Financial assets at amortised cost 196,114 155,624
Equity instruments at FVTOCI (Note 22) 2,174 1,845
Accounts and bills receivable at FVTOCI (Note 22) 376 -
198,664 157,469

Financial liabilities
Amortised cost 117,341 105,763

Financial risk management objectives and policies

The Group’s major financial instruments include accounts and bills receivables, loans and
advances to/deposits from/amounts due to China Energy Group and fellow subsidiaries,
amounts due from/to associates, other receivables, accounts and bills payables, borrowings,
other payables, long-term liabilities and bonds. Details of the financial instruments are
disclosed in the respective notes. The risks associated with these financial instruments
include market risk (interest rate and currency risks), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are implemented on a timely and

effective manner.
Market risk

(i) Currency risk

The functional currency of most of the group entities is RMB in which most of the
transactions are denominated. However, certain of the Group’s receivables, bank
balances, borrowings and payables are denominated in foreign currencies other
than the functional currency in which they are measured. The carrying amounts of
the Group’s receivables, bank balances, borrowings and payables denominated in
foreign currencies are set out in Notes 26, 29, 31 and 34, respectively.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS (CONTINUED)

40.2 Financial risk management objectives and policies (Continued)

Market risk (Continued)

(1)

Currency risk (Continued)

The carrying amounts of the Group’s foreign currency denominated monetary assets
and monetary liabilities at the end of the reporting period are as follows:

Liabilities Assets
31 December 31 December
2021 2020 2021 2020

RMB million — RMB million  RMB million — RMB million

usD 1,202 445 431 278
JPY 1,057 1,479 = =
Other currencies 1,127 834 2,773 2,146
Sensitivity analysis

The following table details the Group’s sensitivity to a 10% increase or decrease
in exchange rate of each foreign currency against RMB, while all other variables are
held constant. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items at the end of the reporting period.

usb JPY Other currencies
Year ended 31 December Year ended 31 December Year ended 31 December
2021 2020 2021 2020 2021 2020

RMEB million — RMB milion — RMB million — RMB million — RMB million — RMB million

(Decrease)/Increase in profit after

tax for the year:
- if RMB weakens against foreign

currencies (57) (13) (78) (112) 122 99
- if RMB strengthens against

foreign currencies 57 13 78 12 (122) (99)
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For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS (CONTINUED)

40.2 Financial risk management objectives and policies (Continued)

Market risk (Continued)

(i)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to fixed-rate loan and
receivables, borrowings and bonds (see Notes 27, 31 and 32).

The Group is also exposed to cash flow interest rate risk in relation to variable-rate
borrowings and variable-rate loans (see Note 31). Other than the concentration of
interest rate risk related to the movements in London Interbank Offered Rate and the
loan interest published by the PBOC, the Group has no significant concentration of
interest rate risk.

The Group’s exposures to interest rates on financial liabilities are detailed in the
liquidity risk management section of this note.

Sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest
rates for variable-rate borrowings and variable-rate loans and receivables at the end
of the reporting period. No sensitivity analysis has been presented for the exposure
to interest rates for bank balances as the management of the Group considers that,
taking into account that the fluctuation in interest rates on bank balances is minimal,
the impact of profit or loss for the year is insignificant.

The analysis is prepared assuming variable-rate borrowings and variable-rate loans and
receivables outstanding at the end of the reporting period were outstanding for the
whole year.

If interest rates had been 100 basis points (2020: 100 basis points) higher/lower
and all other variables were held constant, the Group’s profit for the year ended
31 December 2021 would decrease/increase by RMB387 million (2020: decrease/
increase by RMB403 million).
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS (CONTINUED)

40.2 Financial risk management objectives and policies (Continued)

Credit risk and impairment assessment

As at 31 December 2021, other than those financial assets whose carrying amounts best
represent the maximum exposure to credit risk, the Group’s maximum exposure to credit
risk which will cause a financial loss to the Group arising from the amount of financial
guarantees provided by the Group is disclosed in Note 41.2. The Group does not hold any
collateral or other credit enhancements to cover its credit risks associated with its financial
assets and financial guarantee contracts.

Accounts and bills receivables arising from contracts with customers

In order to minimise the credit risk, the management of the Group has delegated a team
responsible for determination of credit limits and credit approvals. Before accepting any
new customer, the Group uses an internal credit scoring system to assess the potential
customer’s credit quality and defines credit limits by customer. Limits and scoring
attributed to customers are reviewed once a year. Other monitoring procedures are in
place to ensure that follow-up action is taken to recover overdue debts. In this regard, the
Directors consider that the Group’s credit risk is significantly reduced.

Loan receivables

The credit risks on loan receivables are limited because the counterparties are mainly
related parties, the Group assesses the recoverability by reviewing their financial positions
and results periodically and considers that its exposure to credit risk arising from default of
the counterparties is limited.

Bank balances

The credit risks on bank balances are limited because the counterparties are banks with high
credit ratings assigned by credit-rating agencies, such as China Construction Bank, Industrial
and Commercial Bank of China, Bank of China and Agricultural Bank of China.

Other receivables

Other receivables represent pledge and guarantee deposit, dividend receivables and interest
receivables. The pledge and guarantee deposit is paid for regular businesses. The dividend
receivables relate to the investments of the Company and the interest receivables mainly
relate to related parties and stated owned entities. Thus, the credit risk on other receivables
are limited.

Financial guarantee contracts

The credit risks on financial guarantee contracts are limited because the counterparties are
state owned entities with good financial position.

The Group does not have any significant concentration of credit risk. Accounts and bills
receivables consist of a large number of customers, spread across diverse industries and
geographical areas.
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40. FINANCIAL INSTRUMENTS (CONTINUED)

40.2 Financial risk management objectives and policies (Continued)

The tables below detail the credit risk exposures of the Group’s financial assets and
financial guarantee contracts, which are subject to ECL assessment:

External

12-month or

Notes credit rating lifetime ECL

31 December

2021 2020
RMB million  RMB million

Financial assets at
amortised costs

Loans receivables 23,27 N/A 12-month ECL 400 437
Restricted bank deposits 28 N/A 12-month ECL 4,479 3,391
Cash 29 N/A 12-month ECL 158,407 124,066
Other receivables 27 N/A 12-month ECL 2,262 2,797
Credit-impaired 949 1,324
Service concession 23,27 N/A 12-month ECL 14,817 12,556
receivables
Other loans 27 N/A Credit-impaired 4,500 4,500
Accounts receivable 26 N/A Provision matrix 10,076 6,996
(Note (1))
Credit-impaired 1,459 2,101
Other items
Financial guarantee
contracts (Note (i) N/A 128 144
Notes:
(1) For accounts receivable, the Group has applied the simplified approach in IFRS 9 to measure the loss

allowance at lifetime ECL. Except for debtors with credit-impaired, the Group determines the ECL on these
items by using a provision matrix, grouped by debtors’ aging.

(ii) For financial guarantee contracts, the gross carrying amount represents the maximum amount the Group

has guaranteed under the respective contracts.
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40. FINANCIAL INSTRUMENTS (CONTINUED)

40.2 Financial risk management objectives and policies (Continued)

Provision matrix - debtors’ ageing

As part of the Group’s credit risk management, the Group uses debtors’ ageing to assess
the impairment for its receivables from customers in relation to its sales of coal, power,
coal chemical products and transportation services because these customers consist of
a large number of customers with common risk characteristics that are representative of
the customers’ abilities to pay all amounts due in accordance with the contractual terms.
The following table provides information about the exposure to credit risk for accounts
receivables which are assessed based on provision matrix as at 31 December 2021 within
lifetime ECL (not credit-impaired). Accounts receivable with credit-impaired with gross
carrying amounts of RMB1,459 million (2020: RMB2,101 million) as at 31 December 2021
were assessed individually.

Gross carrying amount

Average Accounts Average Accounts

loss rate receivable loss rate receivable

2021 2021 2020 2020

RMB million RMB million

Current (not past due) 0.4% 5,609 0.4% 4,347
Less than one year past due 1% 4,025 1% 2,035
One to two years past due 6% 205 6% 105
Two to three years past due 10% 65 10% 90
More than three years past due 23% 172 20% 419
10,076 6,996

The estimated loss rates are estimated based on historical observed default rates over the
expected life of the debtors and are adjusted for forward-looking information that is available
without undue cost or effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

During the year ended 31 December 2021, the Group provided RMB66 million (2020:
RMB312 million) impairment allowance for accounts receivable and reversed RMB45 million
(2020: RMB37 million), based on the provision matrix.
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40. FINANCIAL INSTRUMENTS (CONTINUED)

For the year ended 31 December 2021

40.2 Financial risk management objectives and policies (Continued)

Gross carrying amount (Continued)

The following table shows the movement in lifetime ECL that has been recognised for

accounts receivable under the simplified approach.

Lifetime ECL Lifetime ECL

(not credit - (credit -
impaired) impaired) Total
RMB million  RMB million  RMB million
As at 1 January 2020 144 929 1,073
Impairment losses recognised 18 294 312
Impairment losses reversed (26) (112) (37)
Write-offs - (49) (49)
As at 1 January 2021 136 1,163 1,299
Impairment losses recognised 8 58 66
Impairment losses reversed (23) (22) (45)
Write-offs - (43) (43)
As at 31 December 2021 121 1,156 1,277

The following tables show reconciliation of loss allowances that has been recognised for

loan receivables and interbank certificate of deposits.

Year ended 31 December

2021 2020

12-month ECL 12-month ECL

RMB million RMB million

As at 1 January - 640
— Impairment losses reversed - (190)
New financial assets originated or purchased - 188
Effect of disposals of subsidiaries - (638)

As at 31 December
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40. FINANCIAL INSTRUMENTS (CONTINUED)
40.2 Financial risk management objectives and policies (Continued)
Gross carrying amount (Continued)

The following tables show reconciliation of loss allowances that has been recognised for
other receivables and other loans.

12-month Lifetime

ECL ECL

(not credit- (credit-
impaired) impaired) Total

RMB million RMB million RMB million

As at 1 January 2020 162 298 460
— Impairment losses recognised 50 208 258
— Impairment losses reversed (1) (6) (7)
— Write-offs - (5) (5)
As at 1 January 2021 211 495 706
— Impairment losses recognised 28 2,583 2,611
— Impairment losses reversed (1) (70) (71)
— Write-offs - (62) (62)
— Other (Note) - 23 23
As at 31 December 2021 238 2,969 3,207
Note:

Tianjin Yuanhua Shipping Co., Ltd., which formerly was an associate of the Company, became a subsidiary of
Guoneng Yuanhai Shipping Co., Ltd. (Note 45), which results in an impairment losses.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligation as
they fall due. The approach to managing liquidity is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risk damage to the Group’s
reputation.

The Group closely monitors cash flow requirements and optimising its cash return. The
Group prepares cash flow forecasts and ensures it has sufficient cash for the servicing of
operation, financial, and capital obligations; this excludes the potential impact of extreme
circumstances that cannot reasonably be predicted, such as natural disasters.
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For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS (CONTINUED)
40.2 Financial risk management objectives and policies (Continued)
Liquidity risk (Continued)

The following table details the remaining contractual maturity of the Group’s financial
liabilities at the end of the reporting period, which are based on contractual undiscounted
cash flows (including interest payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period) and the earliest date the Group
can be required to pay:

31 December 2021
Weighted
average  Ondemand Total Total
interest or less than More than  undiscounted carrying
rate 1year 1-2years 2-5years Syears  cash flows amount

%  RMBmillion — RMB million —~ RMB million ~ RMB million — RMB million — RMB million

Financial liabilities:

Accounts and hills payables,
other payables, lease
liabilities and long-term

liabilities 42,317 4,587 6,323 3,552 56,779 55,059

Borrowings variable
interest rate 434 1,141 4,985 5433 40,870 59,029 52,762
Borrowings fixed interest rate 297 31555 1,445 1,453 192 6,645 6,348
Bonds 4.10 124 124 3318 - 3,566 3,172
53,731 11,141 16,527 44,614 126,019 117,341

31 December 2020
Weighted

average  Ondemand Total Total
interest  or less than More than  undiscounted carrying
rate Lyear 1-2years 2-5years Syears  cash flows amount
%  RMBmillon — RMB milion — RMB milion — RMB millon — RMB million — RMB million

Financial liabilities:

Accounts and hills payables,
other payables, lease
liabilities and long-term

liabilities 37,467 2,088 3,732 1,085 44,372 43424

Borrowings variable interest
rate 447 7,098 6,736 14,709 36,407 64,950 53,707
Borrowings fixed interest rate 2.65 4,235 268 811 355 5,669 5391
Bonds 410 126 126 3522 - 3,774 3,241
48,926 9,218 22,774 37,847 118,765 105,763

Saved as discussed above, the Group also makes use of banks and financial institutions
facilities as one of the effective sources of liquidity.

The maximum liability of financial guarantees issued by the Group is disclosed in Note 41.2.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

40. FINANCIAL INSTRUMENTS (CONTINUED)

40.3 Fair value measurements

Fair value of the Group’s financial assets and financial liabilities that are measured at fair
value on a recurring basis

31 December 31 December Fair value Valuation technique(s)
2021 2020 hierarchy and key input(s)
RMB million — RMB million

Financial assets:
Equity instruments 2,174 1,845 Level 3 Market comparison
approach.

Fair value is estimated
based on value of
comparable listed
companies, multiples
and discount for lack of

liquidity.
Accounts and bills 376 - Level 3 Discounted cash flow
receivables method. The significant

unobservable inputs
used by the Group
for the valuation are
the expected rates of
return.

There were no transfer between Level 1, Level 2 and Level 3 during the year ended 31
December 2021 and 2020.

Fair value of financial assets and financial liabilities that are not measured at fair value
on a recurring basis

Except as detailed in the following table, the Directors consider that the carrying amounts
of financial assets and financial liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair values:

31 December 2021 31 December 2020
Carrying Carrying
amount Fair value amount Fair value

RMB million RMB million  RMB million  RMB million

Financial liabilities:
Fixed rate bank borrowings 6,348 6,645 5,391 5,669
Fixed rate bonds 3,172 3,261 3,241 3,426

The fair value of fixed rate bank borrowings above in the Level 2 category is measured using
discounted cash flow method where the future cash flows are estimated based on the
contract and discounted at a rate that reflects the credit risk of the issuers.

The fair values of bonds are included in the Level 1 category, which have been derived from
the quoted prices (unadjusted) in an active market.
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

COMMITMENTS AND CONTINGENT LIABILITIES

41.1

41.2

41.3

Capital commitments

As at 31 December, the Group had capital commitments for land, buildings and mining
rights, equipment and other as follows:

31 December 31 December
2021 2020
RMB million RMB million
Contracted for but not provided

— Land, buildings, mining rights and exploration and
evaluation assets 41,369 30,737
— Equipment 22,639 21,918
— Other (Note) 5,481 4,000
69,489 56,655

Note:

As at 22 January 2021, the Group entered into a partnership agreement as a limited partner with other partners to
participate in the establishment of Beijing Guoneng New Energy Industry Investment Fund Partnership (Limited
Partnership), the committed investment payments under which amounted to RMB4,000 million and the remaining
uninvested amount is RMB3,573 million.

As at 29 September 2021, the Group entered into a partnership agreement as a limited
partner with other partners to participate in the establishment of Guoneng Low Carbon Fund
Partnership, the committed investment payments under which amounted to RMB2,000
million and the remaining uninvested amount is RMB1,908 million.

Financial guarantees issued

As at 31 December 2021, the Group had issued certain guarantees in respect of certain
banking facilities granted to an entity which the Group held less than 20% equity interest.
The maximum amount guaranteed is RMB128 million (2020: RMB144 million).

Legal contingencies

The Group is the defendant in certain lawsuits as well as the plaintiff in other proceedings
arising in the ordinary course of business. While the outcomes of such contingencies,
lawsuits or other proceedings cannot be determined at present, management believes that
any resulting liabilities will not have a material adverse effect on the financial position or
operating results of the Group.

2021 Annual Report

287



288

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

41.

42.

43.

COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)
41.4 Environmental contingencies

To date, the Group has not incurred any significant expenditure for environmental
remediation, is currently not involved in any environmental remediation, and apart from the
provision for land reclamation costs, has not accrued any further amounts for environmental
remediation relating to its operations. Under the existing legislation, management believes
that there are no probable liabilities that will have a material adverse effect on the financial
position or operating results of the Group. The regulatory bodies, however, have moved,
and may move further towards the adoption of more stringent environmental standards.
Environmental liabilities are subject to considerable uncertainties which affect the Group’s
ability to estimate the ultimate cost of remediation efforts. These uncertainties include (i)
the exact nature and extent of the contamination at various sites including, but not limited to
coal mines and land development areas, whether operating, closed or sold; (ii) the extent of
required cleanup efforts; (iii) varying costs of alternative remediation strategies; (iv) changes
in environmental remediation requirements; and (v) the identification of new remediation
sites. The amount of such future cost is indeterminable due to such factors as the unknown
magnitude of possible contamination and the unknown timing and extent of the corrective
actions that may be required. Accordingly, the outcome of environmental liabilities under
future environmental legislation cannot reasonably be estimated at present, and could be
material.

EMPLOYEE BENEFITS PLAN

In addition to a minimal defined benefit plan operated by its subsidiary, the Group participates,
in line with the regulations of the PRC, mainly 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 20% of the salaries, bonuses and certain allowances
of the employees. In addition, as approved by the government, the Group makes contribution to
a supplemental defined contribution pension plan for its employees. The fund is managed by a
qualified fund manager. 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’s contributions for the year ended 31 December 2021 were RMB3,662 million (2020:
RMB2,504 million).

RELATED PARTY TRANSACTIONS

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group

The Group is controlled by China Energy Group and has significant transactions and
relationships with China Energy Group, an associate of China Energy Group and subsidiaries
of China Energy Group (“fellow subsidiaries”). Related parties refer to enterprises over
which China Energy Group is able to exercise significant influence or control. The Group
also has entered into transactions with its associates, over which the Group can exercise
significant influence.

The Group had the following transactions with China Energy Group, an associate of China
Energy Group, fellow subsidiaries, and associates of the Group that were carried out in the
normal course of business during both years:
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

Year ended 31 December

2021 2020
RMB million RMB million
Interest income () 183 615
Income from entrusted loans (i) 19 19
Interest expense (iii) 810 286
Purchases of ancillary materials and spare
parts (iv) 1,773 1,229
Mining service income (V) 3 57
Ancillary and social services (vi) 1,294 1,329
Transportation service income (vii) 1,813 1,339
Transportation service expense (viii) 2,357 201
Sale of coal (ix) 96,776 54,906
Purchase of coal (x) 16,696 10,073
Property leasing (xi) 100 125
Repairs and maintenance services expense (i) 70 17
Coal export agency expense (xiii) 4 4
Purchase of equipment and construction work  (xiv) 1,101 494
Sale of coal chemical product (xv) 6,941 3,945
Other income (xvi) 1,748 4,395
Granting of loans from Finance Company (xvii) - 15,205
Bills receivables discounted from Finance
Company 3,913 -
Repayment of loans from Finance Company (xviii) - 13,062
Net deposits received by Finance Company (xix) - 19,492
Net deposits placed with Finance Company (xx) 27,126 19,726
Granting of loans from China Energy Group (xxi) 10,012 3,067
Repayment of loans from China Energy Group  (xxii) 12,491 1,596
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For the year ended 31 December 2021

43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

(i)

(i)

(iii)

(vi)

(vii)

(vii)

(xi)

(xi)

(xii)

Interest income represents interest earned from deposits in and loans to China
Energy Group and fellow subsidiaries. The applicable interest rate is determined in
accordance with the prevailing interest rates published by the PBOC.

Income from entrusted loans represents interest earned from entrusted loans to an
associate of the Group. The applicable interest rate is determined in accordance with
the prevailing interest rates published by the PBOC.

Interest expense represents interest incurred from deposits placed and loans from
China Energy Group and fellow subsidiaries. The applicable interest rate is determined
in accordance with the prevailing interest rates published by the PBOC.

Purchases of ancillary materials and spare parts represent purchase of materials and
utility supplies related to the Group’s operations from fellow subsidiaries and an
associate of China Energy Group.

Mining service income represents income earned from coal mining services to a
fellow subsidiary.

Ancillary and social services represent expenditures for social welfare and support
services such as property management, water and electricity supply, and canteen
expense paid to China Energy Group, fellow subsidiaries and an associate of China
Energy Group.

Transportation service income represents income earned from fellow subsidiaries in
respect of coal transportation services.

Transportation service expense represents expense related to coal transportation
service to fellow subsidiaries.

Sale of coal represents income from sale of coal to fellow subsidiaries.

Purchase of coal represents coal purchased from an associate of the Group, an
associate of China Energy Group and fellow subsidiaries.

Property leasing represents rental paid or payable in respect of properties leased from
China Energy Group and fellow subsidiaries.

Repairs and maintenance services expense represents expense related to machinery
repairs and maintenance services provided by an associate of the China Energy Group
and fellow subsidiaries.

Coal export agency expense represents expense related to coal export agency
services provided by a fellow subsidiary.
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Notes to the consolidated financial statements (Continued)

For the year ended 31 December 2021

43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

(xiv)

(xvii)

(xviii)

(xix)

(xxi)

(xxii)

Purchase of equipment and construction work represents expenditure related to
equipment and construction service provided by fellow subsidiaries.

Sale of coal chemical product represents income from sale of coal chemical product
to a fellow subsidiary.

Other income includes agency income, repairs and maintenance service income,
sales of ancillary materials and spare parts, management fee income, sales of water
and electricity, financial service income, lease income, etc. earned from China Energy
Group, an associate of China Energy Group and fellow subsidiaries.

Granting of loans from Finance Company represents loans granted by Finance
Company to China Energy Group and fellow subsidiaries before Finance Company
was deconsolidated from the Group’s consolidated financial statements.

Repayment of loans from Finance Company represents loans repaid by China Energy
Group and fellow subsidiaries to Finance Company before Finance Company was
deconsolidated from the Group’s consolidated financial statements.

Receipt of deposits by Finance Company represents net deposits received by Finance
Company from China Energy Group and fellow subsidiaries before Finance Company
was deconsolidated from the Group’s consolidated financial statements.

Net deposits placed with Finance Company represents net deposits placed by the
Group with Finance Company after Finance Company was deconsolidated from the
Group’s consolidated financial statements.

Granting of loans from China Energy Group and fellow subsidiaries.

Repayment of loans to China Energy Group and fellow subsidiaries.

The Directors are of the opinion that the above transactions with related parties were
conducted in the ordinary course of business and in accordance with the agreements
governing such transactions.

2021 Annual Report

291



Z9P
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For the year ended 31 December 2021

43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

The Group entered into a number of agreements with China Energy Group, an associate
of China Energy Group, fellow subsidiaries, and associates of the Group. The terms of the
principal agreements are summarised as follows:

(i) The Group has entered into a mutual supply agreement for the mutual provision of
production supplies and ancillary services with an associate of China Energy Group
and fellow subsidiaries. Pursuant to the agreement, an associate of China Energy
Group and fellow subsidiaries provide the Group with the production supplies
and services, ancillary production services including the use of the information
network system and ancillary administrative services. On the other hand, the Group
provides fellow subsidiaries with water supplies, rolling stock management, railway
management, railway transportation and other related or similar production supplies
or services and use of the information network system.

The products and services provided under the agreement, other than the sharing of use
of the information network system which is free of charge, are provided in accordance
with the following pricing policy:

- price prescribed by the state (including any price prescribed by any relevant
local government), if applicable;

- where there is no state-prescribed price but where there is a state-guidance
price, then the state-guidance price;

- where there is neither a state-prescribed price nor a state-guidance price, the
market price; or

- where none of the above is applicable or where it is not practical to apply the
above pricing policies in reality, the price to be agreed between the relevant
parties shall be based on reasonable costs incurred in providing the goods or
services plus a profit margin of 5% of such costs.

(i)  The Group has entered into coal supply agreements with an associate of China Energy

Group, fellow subsidiaries and associates of the Group. The coal supplied is charged
at the prevailing market price.
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For the year ended 31 December 2021

43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

(iii)

The Group, through Finance Company, has entered into a financial services agreement
with China Energy Group and fellow subsidiaries. Pursuant to the agreement, Finance
Company provides financial services to China Energy Group and fellow subsidiaries.
The interest rate for the deposits with Finance Company from China Energy Group
and fellow subsidiaries should not be lower than the lowest limit published by the
PBOC for the same type of deposit. The interest rate for loans made by Finance
Company to China Energy Group and fellow subsidiaries should not be higher than
the highest limit published by the PBOC for the same type of loan. The above interest
rates should be determined by reference to the rate charged by normal commercial
banks in the PRC for comparable deposits and loans on normal commercial terms. The
fees charged by Finance Company for the provision of other financial services shall
be determined according to the rates chargeable by the PBOC or the China Banking
Regulatory Commission.

The Group has entered into a new financial services agreement with Finance
Company effective from 1 January 2021. Pursuant to the agreement, Finance
Company provides financial services to the Group. The interest rate for the deposits
with Finance Company from the Group and fellow subsidiaries should not be lower
than the lowest limit published by the PBOC for the same type of deposit. The
interest rate for loans made by Finance Company to the Group and fellow subsidiaries
should not be higher than the highest limit published by the PBOC for the same
type of loan. The above interest rates should be determined by reference to the rate
charged by normal commercial banks in the PRC for comparable deposits and loans
on normal commercial terms. The fees charged by Finance Company for the provision
of other financial services shall be determined according to the rates chargeable by
the PBOC or the China Banking Regulatory Commission.

The Group has entered into a property leasing agreement with fellow subsidiaries of
China Energy Group for leasing of certain properties to each other. No rent is payable
by the Group before fellow subsidiaries obtains the relevant property ownership
certificate. The rental charges are based on comparable market rates. If fellow
subsidiaries of China Energy Group negotiate to sell a leased property to a third party,
the Company has a pre-emptive right to purchase such property under terms no less
favorable than other third party.

The Group has entered into a land leasing agreement with fellow subsidiaries of China
Energy Group. The annual rent is determined based on the local market rate. The
Group is not allowed to sub-let the leased land.

The Group has entered into an agency agreement for the export of coal with a fellow
subsidiary of China Energy Group. The fellow subsidiary is appointed as a non-
exclusive export agent of the Group and is entitled to receive an agency fee based
on the relevant market rates or lower rates. Currently, the rate is 0.7% of the free on
board sales price of coal exported.
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43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.1 Transactions with China Energy Group, an associate of China Energy Group,
fellow subsidiaries, and associates of the Group (Continued)

(viii The Group entered into an agency agreement for the sale of coal with fellow
subsidiaries of China Energy Group. The Group is appointed as the exclusive sales
agent of fellow subsidiaries of China Energy Group for thermal coal and non-exclusive
sales agent for coking coal. The Group is entitled to receive an agency fee, which is
based on its related costs incurred plus a profit margin of 5% for sales of coal outside
the Inner Mongolia Autonomous Region. No agency fee is charged for sales of coal
within the Inner Mongolia Autonomous Region.

(viii) The Group has entered into agreements with fellow subsidiaries of China Energy
Group under which the Group has been granted the right to use certain trademarks.
Fellow subsidiaries of China Energy Group bear its own cost for the registration of
such trademarks during the term of the trademarks license agreement and expenses
for enforcement against any infringement of the licensed trademarks by third parties.

Amounts due from/to China Energy Group, an associate of China Energy Group, fellow
subsidiaries, and associates of the Group:

31 December 31 December
2021 2020
RMB million RMB million
Cash and time deposits at bank 27,126 19,726
Accounts and bills receivables 3,892 2,735
Prepaid expenses and other current assets 1,755 920
Other non-current assets 426 704
Total amounts due from China Energy Group, an
associate of China Energy Group, fellow subsidiaries
and associates of the Group 33,199 24,085
Borrowings 22,472 20,359
Accounts payable 2,690 2,510
Accrued expenses and other payables 657 578
Contract liabilities 1,781 896
Total amounts due to China Energy Group, an associate
of China Energy Group and fellow subsidiaries, and
associates of the Group 27,600 24,343

Other than those disclosed in Notes 23, 26, 27, 31 and 35, amounts due from/to China
Energy Group, an associate of China Energy Group, fellow subsidiaries, and associates of
the Group bear no interest, are unsecured and are repayable in accordance with normal
commercial terms.
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43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.2

43.3

43.4

Key management personnel emoluments

Key management personnel receive compensation in the form of fees, basic salaries,
housing and other allowances, benefits in kind, discretionary bonuses and retirement
scheme contributions.

Key management personnel compensation of the Group is summarised as follows:

Year ended 31 December

2021 2020

RMB million RMB million

Short-term employee benefits 9 9
Post-employment benefits il 1
10 10

Total remuneration is included in “personnel expenses” as disclosed in Note 12.
Contributions to post-employment benefit plans

The Group participates in various defined contribution post-employment benefit plans
organised by municipal and provincial governments and a supplemental defined contribution
pension plan approved by the government for its employees. Further details of the Group’s
post-employment benefit plans are disclosed in Note 42.

Transactions with other government-related entities in the PRC

The Company is ultimately controlled by the PRC government and the Group operates in an
economic environment currently predominated by government-related entities.

Other than those transactions with China Energy Group, an associate of China Energy
Group, fellow subsidiaries and associates of the Group as disclosed above, the Group
conducts business with other government-related entities which include but are not limited
to the following:

- Power sales;

- Sales and purchases of coal;

- Transportation services;

- Construction work;

- Purchases of ancillary materials and spare parts;

- Ancillary and social services; and

- Financial services arrangements.
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43. RELATED PARTY TRANSACTIONS (CONTINUED)

43.4 Transactions with other government-related entities in the PRC (Continued)

These transactions are conducted in the ordinary course of the Group’s business on terms
comparable to those with other entities that are not government-related. The Group has
established its pricing policies in respect of sale of goods and provision of services, and
approval process for purchases of products and services. Such policies and approval process
apply to all counterparties regardless of whether the counterparty is government-related or
not.

Having considered the potential for transactions to be impacted by related party
relationships, the Group’s buying, pricing strategy and approval processes, and what
information would be necessary for an understanding of the potential effect of the
relationship on the financial statements, the Directors are of the opinion that the following
transactions with other government-related entities require disclosure:

Transactions with other government-related entities, including state-controlled banks in the
PRC

Year ended 31 December

2021 2020

RMB million RMB million

Coal revenue 68,999 74,053
Power revenue 57,437 40,808
Transportation costs 9,408 8,961
Interest income 2,272 2,406
Interest expenses (including amount capitalised) 2,104 3,354

Balances with other government-related entities, including state-controlled banks in the PRC

31 December 31 December

2021 2020

RMB million RMB million

Accounts and bills receivables 4,644 3,134
Prepaid expenses and other current assets 4,268 7,468
Cash and time deposits at banks 131,263 103,590
Restricted bank deposits 4,479 3,391
Borrowings 36,279 39,067
Accrued expenses and other payables 1,999 1,528
Contract liabilities 3,747 1,278
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

After the end of the reporting period, the Directors proposed a final dividend, the details of which

are disclosed in Note 15.

SUBSIDIARIES

Details of the Company’s material subsidiaries

The Company’s subsidiaries are unlisted. Details of the Company’s material subsidiaries at the
end of the reporting period are set out below:

Place of Proportion of ownership
incorporation  Type of Particulars of interest and voting rights
Name of the subsidiary and operation  legal entity registered capital held by the Group Principal activities
31 December 31 December
2021 2020
% %
Guoneng Sales Group Co., Ltd. PRC Limited company ~ RMBZ,889 million 100 100 Trading of coal
Guoneng Shendong Coal Group Co., ~ PRC Limited company ~ RMBA4,989 million 100 100 Trading of coal; provision of
Ltd.(formerly known as “Shenhua integrated services
Shendong Coal Group Co., Ltd.”)

Zhunge'er Energy PRC Limited company ~ RMB7,102 million 58 58  Coal mining and
development; generation
and sale of electricity

Guoneng Baorixile Energy Industrial Co., PRC Limited company ~ RMBZ,169 million 57 57 Coal mining; provision of

Ltd. (formerly known as “Shenhua loading and transportation
Baorixile Energy Industrial Co., Ltd.”) services

Beidian Shengli Company PRC Limited company ~ RMB2,925 million 63 63 Coal mining; provision of
loading and transportation
services

Guoneng Jinjie Energy Co., Ltd. (formerly PRC Limited company ~ RMB2,278 million 70 70 Generation and sale of

known as “Shaanxi Guohua Jinjie electricity; coal mining
Energy Co., Ltd.”) development

Shenhua Shendong Power Co., Ltd. ~ PRC Limited company ~ RMB3,024 million 100 100  Generation and sale of
electricity

Guoneng Yuedian Taishan Power Co.,  PRC Limited company ~ RMBA4,670 million 80 80  Generation and sale of

Ltd. (formerly known as “Guangdong electricity

Guohua Yuedian Taishan Power Co.,
Ltd.”, “Taishan Power”)
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45. SUBSIDIARIES (CONTINUED)

Details of the Company’s material subsidiaries (Continued)

Place of Proportion of ownership
incorporation  Type of Particulars of interest and voting rights
Name of the subsidiary and operation legal entity registered capital held by the Group Principal activities
31 December 31 December
2021 2020
% %
Hebei Guohua Cangdong Power Co., Ltd. PRC Limited company ~ RMBU,834 million 51 51 Generation and sale of
electricity
Dingzhou Power PRC Limited company ~ RMB,561 million 41 41 Generation and sale of
electricity
Guoneng Sichuan Energy Co., Ltd. PRC Limited company ~ RMB3,101 million 66 51 Generation and sale of
(formerly known as “Shenhua electricity; trading of coal
Sichuan Energy Co., Ltd.”)
Shenhua Fujian Energy Co., Ltd. PRC Limited company ~ RMB3,280 million 100 100 Generation and sale of
electricity
Guoneng Shuohuang Railway PRC Limited company ~ RMB15,231 million 53 53 Provision of transportation
Development Co., Ltd. services
Guoneng Huanghua Harhour PRC Limited company ~ RMBG6,790 million 70 70 Provision of harbour and
Administration Co., Ltd. (formerly port services
known as “Shenhua Huanghua
Harbour Administration Co., Ltd.”)
Guoneng Yuanhai Shipping Co., Ltd. ~ PRC Limited company ~ RMBS5,948 million 51 51 Provision of transportation
(formerly known as “Shenhua services
Zhonghai Shipping Co., Ltd.”) (Note)
Guoneng Baotou Coal Chemical Co., Ltd. PRC Limited company ~ RMB5,132 million 100 100 Coal chemical
Guoneng Railway Transportation Co., ~ PRC Limited company ~ RMBS5,003 million 100 100 Provision of transportation

Ltd.
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SUBSIDIARIES (CONTINUED)

Details of the Company’s material subsidiaries (Continued)

Place of Proportion of ownership
incorporation  Type of Particulars of interest and voting rights
Name of the subsidiary and operation  legal entity registered capital held by the Group Principal activities
31 December 31 December
2021 2020
% %
China Shenhua Overseas Development - Hong Kong, China Limited company ~ HKD5,252 million 100 100 Investment holding
& Investment Co., Ltd. (“Shenhua
Oversea Capital”)

Shenhua Australia Holding Pty Ltd. Australia Limited company ~ AUD400 million 100 100 Coal mining and
development; generation
and sale of electricity

Watermark Company Australia Limited company ~ AUD350 million 100 100 Coal mining and
development; generation
and sale of electricity

PT GH EMM Indonesia Indonesia Limited company USD63 million 70 70 Coal mining and
development; generation
and sale of electricity

Guoneng Baoshen Railway Group Co.,  PRC Limited company ~ RMB11,700 million 100 100 Provision of transportation

Ltd. (formerly known as “Shenhua services
Baoshen Railway Group Co., Ltd.”)

(Tianjin) Finance Lease Co., Ltd. PRC Limited company ~ RMB2,500 million 100 100 Provision of financial lease
services

Guoneng Xinshuo Railway Co., Ltd. PRC Limited company ~ RMB7,450 million 100 100 Provision of transportation

(formerly known as “Shenhua services
Xinshuo Railway Co., Ltd.”)

Guoneng Zhunneng Group Co., Ltd. PRC Limited company ~ RMB834 million 100 100 Coal mining and
development

China Energy Bayannaoer Coal Chemical PRC Limited company ~ RMB450 million 100 100 Coal chemical

Co., Ltd.

Note:

Tianjin Yuanhua Shipping Co., Ltd., which formerly was an associate of the Company, became a subsidiary of Guoneng
Yuanhai Shipping Co., Ltd. as a result of the capital injection into Guoneng Yuanhai Shipping Co., Ltd using the total equity
interests held by the Company and the other shareholder in Tianjin Yuanhua Shipping Co., Ltd..
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

45. SUBSIDIARIES (CONTINUED)
Details of the Company’s material subsidiaries (Continued)
The above table lists subsidiaries of the Group which, in the opinion of the Directors, principally
affected the results or assets of the Group. To give details of other subsidiaries would, in the
opinion of the Directors, result in particulars of excessive length.
As at 31 December 2021, Shenhua Oversea Capital had a total USD500 million bond (Note 32).
Other than Shenhua Oversea Capital, none of the subsidiaries had issued any debt securities at
the end of the year.
Details of non-wholly owned subsidiaries that have material non-controlling interests
Summarised financial information in respect of each of the Group’s subsidiaries that has material

non-controlling interests is set out below. The summarised financial information below represents
amounts before intragroup eliminations.

Place of Proportion of ownership
incorporation interest and voting rights held Profit allocated to Accumulated
Name of the subsidiary and operation by non-controlling interest ~ non-controlling interests non-controlling interests

31 December 31 December 'earended 31 December 31 pecompber 31 December
2021 2020 2021 2020 2021 2020
RMB million — RMB milion — RMB million — RMB million

Zhunge'er Energy PRC 42.24 42.24 1,166 519 15,951 14,853
Guoneng Baorixile Energy Industrial Co., Ltd. PRC 43.39 4339 827 358 2,918 2,291
Yulin Shenhua Energy Co., Ltd. PRC 49.90 49.90 783 298 2,478 2,064
Dingzhou Power PRC 59.50 59.50 (142) 246 1,524 1,666
Guoneng Jinjie Energy Co., Ltd PRC 30.00 30.00 1,196 939 3172 2,781
Guoneng Shuohuang Railway Development Co., Ltd. PRC 41.28 47.28 3,671 3,627 17,462 17,057
Guoneng Yuanhai Shipping Co., Ltd. PRC 49,00 49.00 369 83 3,698 3,026
Taishan Power PRC 20.00 20.00 23 109 1,474 1,551
Guoneng Huanghua Harbour Administration Co., Ltd. ~ PRC 30.00 30.00 502 475 3,624 3,563

Individually immaterial subsidiaries with non-controlling
interests 16,773 16,532

69,074 65,384
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45.

Notes to the consolidated financial statements (Continued)

For the year ended 31 December 2021

SUBSIDIARIES (CONTINUED)

Details of the Company’s material subsidiaries (Continued)

Guoneng Baorixile Energy

Zhunge’er Energy Industrial Co., Ltd. Yulin Shenhua Energy Co., Ltd.
31 December 31 December 31 December 31 December 31 December 31 December
2021 2020 2021 2020 2021 2020

RMB million — RMB million — RMB miflion ~— RMB million  RMB million RMB million

Current assets 31,098 25,857 2,157 1,363 1,506 733
Non-current assets 16,172 16,278 9,566 5,134 5,112 5,035
Current liabilities 9,241 6,751 1,827 1,000 1,217 1,452
Non-current liabilities 560 533 4,016 505 436 181
Total equity 37,469 34,851 6,480 4,992 4,965 4135
Year ended 31 December Year ended 31 December Year ended 31 December
2021 2020 2021 2020 2021 2020
RMB million RMB million — RMB million RMB million — RMB million RMB million
Revenue 14,892 11,756 5,440 4,050 4,126 2,666
Expenses 11,465 9,764 2,960 2,702 2,365 1,888
Profit and total comprehensive
income for the year 2,655 1,240 1,815 825 1,516 571
Dividend paid to non-controlling
interests 21 21 143 943 484 401
Net cash inflow/(outflow) from
operating activities 720 (501) 1,613 239 1,354 841
Net cash outflow from investing
activities (452) (252) (969) (59) (373) (89)
Net cash outflow from financing
activities (46) (46) (331) (2,127) (1,136) (799)
Net cash inflow/(outflow) 222 (799) 313 (1,947) (155) (47)

2021 Annual Report 301



Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

45. SUBSIDIARIES (CONTINUED)

Details of the Company’s material subsidiaries (Continued)

Dingzhou Power

Guoneng Jinjie Energy
Co., Ltd

Guoneng Shuohuang Railway
Development Co., Ltd.

31 December 31 December

31 December

31 December

31 December

31 December

2021 2020 2021 2020 2021 2020

RMB million — RMB million — RMB million — RMB million — RMB million — RMB million

Current assets 796 934 4,693 2,036 9,328 8,118

Non-current assets 3,994 4158 8,594 8,739 34,631 34,437

Current liabilities 2,129 2,041 2,196 915 3,955 3,628

Non-current liabilities 100 251 788 854 4,674 4,447

Total equity 2,561 2,800 10,303 9,006 35,330 34,480

Year ended 31 December Year ended 31 December Year ended 31 December

2021 2020 2021 2020 2021 2020

RMB million RMB million — RMB million RMB million — RMB million RMB million

Revenue 3,686 3,564 9,758 7,369 22,008 20,585

Expenses 3,919 3,004 5,081 3,738 11,686 10,326

Profit and total comprehensive

income for the year (238) 414 3,945 3,080 7,760 7,670
Dividend paid to non-controlling

interests - 655 924 982 3,266 3,247
Net cash inflow from operating

activities 352 473 6,052 3,638 8,127 7,906
Net cash outflow from investing

activities (168) (129) (240) (811) (1,290) (2,398)
Net cash outflow from financing

activities (180) (344) (2,832) (2,701) (6,748) (6,155)

Net cash inflow/(outflow) 4 - 2,980 126 89 (647)
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

SUBSIDIARIES (CONTINUED)

Details of the Company’s material subsidiaries (Continued)

Guoneng Yuanhai Guoneng Huanghua Harbour
Shipping Co., Ltd. Taishan Power Administration Co., Ltd.

31 December 31 December 31 December 31 December 31 December 31 December

2021 2020 2021 2020 2021 2020

RMB million — RMB million — RMB miflion ~— RMB million  RMB million RMB million

Current assets 2,994 812 2,950 1,394 2,238 2,001

Non-current assets 5,129 5,653 7,844 8,458 11,579 11,788

Current liabilities 530 247 3,430 2,100 1,313 1,117

Non-current liabilities 46 43 - - 1,204 1,580

Total equity 7,547 6,175 7,364 7,752 11,300 11,092
Year ended 31 December Year ended 31 December Year ended 31 December

2021 2020 2021 2020 2021 2020

RMB million RMB million — RMB million RMB million — RMB million RMB million

Revenue 6,195 3,112 10,393 6,349 4,993 4,923
Expenses 5,203 2,903 10,211 5,462 2,806 2,889

Profit and total comprehensive
income for the year 753 169 118 544 1,623 1,556

Dividend paid to non-controlling
interests 73 73 101 276 437 345

Net cash (outflow)/inflow from

operating activities (124) 523 632 1,203 2,383 2,330
Net cash inflow/(outflow) from

investing activities 418 (22) (112) (152) (641) (255)
Net cash outflow from financing

activities (55) (252) (517) (1,045) - -
Net cash inflow 239 249 8 6 1,742 2,075
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

46. INFORMATION ABOUT THE FINANCIAL POSITION AND RESERVES OF THE

COMPANY
31 December 31 December
2021 2020
RMB million RMB million
Non-current assets
Property, plant and equipment 44,737 44,035
Construction in progress 3,624 4,702
Intangible assets 1,071 1,008
Right-of-use assets 5,518 3,678
Investments in subsidiaries 133,953 123,676
Investments in associates 42,300 44,741
Equity investments at FVTOCI 1,989 1,655
Other non-current assets 24,332 24,291
Deferred tax assets 866 275
Total non-current assets 258,390 248,061
Current assets
Inventories B.312 3,890
Accounts and bills receivables 9,220 7,613
Prepaid expenses and other current assets 39,416 47,244
Restricted bank deposits 3,381 2,146
Time deposits with original maturity over
three months - 10,200
Cash and cash equivalents 142,410 105,609
Total current assets 197,799 176,702
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46.

Notes to the consolidated financial statements (Continued)

For the year ended 31 December 2021

INFORMATION ABOUT THE FINANCIAL POSITION AND RESERVES OF THE

COMPANY (CONTINUED)

31 December

31 December

2021 2020

RMB million RMB million
Current liabilities
Borrowings 311 273
Accounts and bills payables 8,961 8,611
Accrued expenses and other payables 127,896 96,021
Current portion of lease liabilities 344 133
Current portion of long-term liabilities 588 409
Income tax payable 2,540 2,636
Contract liabilities 90 84
Total current liabilities 140,730 ... 108,167
Netcurrentassets =~ SRR ) el ol 09T 68,535
Total assets less current liabilities S T 316,596
Non-current liabilities
Borrowings 1,619 2,080
Lease liabilities 2,054 462
Long-term liabilities 802 729
Accrued reclamation obligations 4,156 4,120
Deferred tax liabilities 58 67
Total non-current liabilittes B I 7,458
Net assets 306,775 309,138
Equity
Share capital 38 19,869 19,890
Reserves 286,906 289,248
Total equity 306,775 309,138
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Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

46. INFORMATION ABOUT THE FINANCIAL POSITION AND RESERVES OF THE
COMPANY (CONTINUED)

Other Capital
Share Treasury  Statutory comprehensive  and other Retained
premium shares reserves income reserves earnings Total
RMB million  RMB million — RMB million ~ RMB million ~ RMB million — RMB million — RMB million

At 1 January 2020 85,001 - 20,748 95 1,126 170,748 271,718
Profit for the year - - - - - 35,283 35,283
Other comprehensive income - - - 51 - - 51
Total comprehensive income

for the year - - - 51 - 35,283 35,334
Purchase of own shares

(Note 38) - (256) - - - - (256)
Dividend declared (Note 15) - - - - - (25,061) (25,061)
Appropriation of maintenance

and production funds - - 1,595 - - (1,595) -
Utilisation of maintenance

and production funds - - (4,880) - - 4,880 -
Attributable share of Finance

Company’s retained

earning - - - - 8 1,505 1,513
At31December2020 S0 _ . (56) 11463 we_ 1134 185,760 289248
At 1 January 2021 85,001 (256) 17,463 146 1,134 185,760 289,248
Profit for the year - - - - - 33,263 33,263
Other comprehensive income - - - 336 - - 336
Total comprehensive income

for the year - - - 336 - 33,263 33,599
Cancellation of repurchased

own shares (Note 38) (235) 256 - - - 21
Dividend declared (Note 15) - - - - - (35,962) (35,962)
Appropriation of maintenance

and production funds - - 3,839 - - (3,839) -
Utilisation of maintenance

and production funds - - (2,165) - - 2,165 -
At 31 December 2021 84,766 - 19,137 482 1,134 181,387 286,906
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47.

Notes to the consolidated financial statements (Continued)
For the year ended 31 December 2021

INFORMATION ABOUT THE FINANCIAL POSITION AND RESERVES OF THE
COMPANY (CONTINUED)

According to the Company’s Articles of Association, the amount of retained earnings available
for distribution to equity holders of the Company is the lower of the amount determined in
accordance with the China Accounting Standards and the amount determined in accordance with
IFRSs after the appropriation to reserves as detailed in Note (iii) to the consolidated statement of
changes in equity.

At 31 December 2021, the aggregate amount of retained earnings determined in accordance with
the China Accounting Standards available for distribution to equity holders of the Company was
RMB179,811 million (2020: RMB183,374 million).

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2021

Up to the date of issue of these financial statements, the IASB has issued a number of
amendments or standards, which are not yet effective for the year ended 31 December 2021
and which have not been adopted in these financial statements. These developments include the
following which may be relevant to the Group.

Effective for

accounting

periods

beginning

on or after

Annual Improvements to IFRSs 2018-2020 Cycle 1 January 2022

Amendments to IFRS 3, Reference to the Conceptual Framework 1 January 2022

Amendments to IAS 16, Property, Plant and Equipment: Proceeds before 1 January 2022
Intended Use

Amendments to IAS 37, Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022

Amendments to IAS 1, Classification of Liabilities as Current or Non-current 1 January 2023

Amendments to IAS 1 and IFRS Practice Statement 2, Disclosure of Accounting 1 January 2023
Polices

Amendments to IAS 8, Definition of Accounting Estimates 1 January 2023

Amendments to IAS 12, Deferred tax related to assets and liabilities arising 1 January 2023
from a single transaction

The Group is in the process of making an assessment of what the impact of these developments is
expected to be in the period of initial application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the consolidated financial statements.
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Section XI Documents Available for Inspection

Documents Available for The annual report for the year 2021 signed by the Chairman
Inspection The financial statements signed and sealed by the Chairman, the
Chief Financial Officer, and the Person-in-charge of the Accounting
Department

The original copy of the audit report sealed by the accounting firm and
signed and sealed by the certified public accountant

The original copies of all documents and announcements of the Company
publicly disclosed in the newspapers designated by the CSRC during
the reporting period

The annual report for the year 2021 published on the websites of SSE
and the HKEx

Approval date of the Board of Directors for submission: 25 March 2022
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Section XII Summary of Major Financial Information
for the Recent Five Years

The finance information below is extracted from the financial statement prepared by the Group in

accordance with International Financial Reporting Standards:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31 December

2017 2018 2019 2020 2021
RMB million RMB million RMB million RMB million RMB million
Revenue 248,746 264,101 241,871 233,263 335,216
Operating cost (160,460) (173,677) (164,979) (162,374) (239,156)
Gross profit 88,286 90,424 76,892 70,889 96,060
Selling expenses (612) (725) (640) (555) (581)
General and administrative
expenses (9,115) (9,854) (8,988) (8,948) (9,119)
Research and development costs (341) (454) (940) (1,362) (2,499)
Other gains and losses (1,880) (2,844) 2) (194) (955)
Other income 894 744 708 778 893
Credit impairment losses - (152) (139) (524) (2,561)
Other expenses (1,262) (3,504) (278) (1,090) (1,103)
Interest income 1,205 1,479 1,170 1,684 2,492
Finance costs (4,416) (5,421) (3,294) (2,263) (2,583)
Share of results of associates 534 448 433 947 (874)
Profit before income tax 73,293 70,141 64,922 59,362 79,170
Income tax expense (16,155) (15,977) (15,145) (15,378) (18,161)
Profit for the year 57,138 54,164 49,777 43,984 61,009
Profit for the year attributable to:
Equity holders of the Company 47,795 44,137 41,707 35,849 51,607
Non-controlling interests 9,343 10,027 8,070 8,135 9,402
Earnings per share (RMB)
—Basic/diluted 2.403 2.219 2.097 1.803 2.597
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Section Xl  Summary of Major Financial Information
for the Recent Five Years (Continued)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December

2017 2018 2019 2020 2021
RMB million RMB million RMB million RMB million RMB million

Total non-current assets 438,958 358,330 402,589 390,675 402,287
Total current assets 132,644 233,296 160,494 172,229 208,310
Total assets 571,602 591,626 563,083 562,904 610,597
Total current liabilities 115,905 123,381 95,483 69,493 91,748
Total non-current liabilities 76,592 59,408 47,382 63,824 69,628
Total liabilities 192,497 182,789 142,865 133,317 161,376
Net assets 379,105 408,837 420,218 429,587 449,221

Total equity attributable to equity

holders of the Company 305,541 331,693 356,077 364,203 380,038
Non-controlling interests 73,564 77,144 64,141 65,384 69,183
Total equity 379,105 408,837 420,218 429,587 449,221
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