), MEMEREERGERAS
’ CHINA SHENHUA ENERGY COMPANY LIMITED

(a joint stock limited company incorporated in the People's Republic of China with limited liability)
Stock Code: 01088
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VI.

VII.

VIIL.

Important Notice

The Board, supervisory committee and 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 tenth meeting of the fourth session of the Board of the Company.
Six out of seven eligible directors attended the meeting in person, while Lin Wen acted as the
proxy of Han Jianguo attended the meeting and voted on behalf of him.

Deloitte Touche Tohmatsu has issued a standard unqualified independent auditor’s report to the
Company under the International Financial Report Standards for Certified Public Accountants,
in connection with the Company’s 2017 financial statements prepared under the Hong Kong
Accounting Standards.

Ling Wen, Chairman of the Company, Zhang Kehui, Chief Financial Officer, and Xu Shancheng,
General Manager of the Finance Department of the Company, 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 RMB0.91 per share (inclusive of
tax) or RMB18,100 million (inclusive of tax) for the year 2017 based on the total share capital of
19,889,620,455 shares of the Company as at 31 December 2017. The profit distribution proposal is
pending the approval by shareholders at the general meeting.

Disclaimer of forward-looking statements: There are 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. The actual outcome
may differ materially from the forward-looking statements. Such statements do not constitute
actual commitments to investors. Investors should be aware 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

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 2018. In addition, investors please note that the Company has disclosed risks
including market competition, industrial policies, increase in cost, environmental protection and
safety production, etc. in the section headed “Directors’ Report”.

Cover photo: The landscape of the reclamation area of the waste dump outside Ha'erwusu Open-pit
Mine of the Company

2017 Annual Repo



Contents

Section |

Section |l
Section I
Section IV
Section V
Section VI

Section VII

- —=Section VIII

R
~—

=
>
el

Definitions

Company Profile and Major Financial Indicators
Business Overview

Chairman’s Statement

Directors’ Report

Significant Events

Changes in Share Capital and Shareholders

Directors, Supervisors, Senior Management
and Employees

12
14
22
84
114
120

-_— e @Y




Section IX

Section X
Section Xl
Section Xl|

Section XIII

Section XIV

Section XV

Section XVI

Corporate Governance and Corporate
Governance Report

Supervisory Committee’s Report
Investor Relations
Index to Information Disclosure

Independent Auditor’'s Report
and Financial Statements

Documents Available for Inspection
Signing Page for Opinions

‘Summary of Major Financial Information

142

155
158
159
166

258
259
261



4

Section |

Definitions

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

meanings:
China Shenhua/the Company
The Group
CHNENERGY/
Shenhua Group Corporation
CHNENERGY Group/
Shenhua Group
China Guodian
Guodian Group
GD Power
Shendong Coal Corporation
Shendong Power Company
Zhunge'er Energy Company
Shuohuang Railway Company
Railway Transportation Company
Shenhua Trading Group

Huanghua Harbour Administration
Company

Baotou Energy Company
Baotou Coal Chemical Company
Shenbao Energy Company
Shenhua Zhuhai Coal Dock
Overseas Company

Yu Shen Energy Company

Xinjie Energy Company

China Shenhus

China Shenhua Energy Company Limited
The Company and its subsidiaries

China Energy Investment Corporation Limited ([

N

EN:I2

RIESEAR

[R&E /A7), the new name of Shenhua Group Corporation Limited

(HEREEREMERT)

CHNENERGY and its subsidiaries (excluding the Group)

China Guodian Group Co., Ltd. (+BIEIZE£E AR R 7))

China Guodian and its subsidiaries

GD Power Development Co., Ltd.

Shenhua Shendong Coal Group Co., Ltd.

Shenhua Shendong Power Co., Ltd.

Shenhua Zhunge'er Energy Co., Ltd.
Shuohuang Railway Development Co., Ltd.

Shenhua Railway Transportation Co., Ltd.

Shenhua Trading Group Limited

Shenhua Huanghua Harbour Administration Co., Ltd.

Shenhua Baotou Energy Co., Ltd.

Shenhua Baotou Coal Chemical Co., Ltd.

Shenhua Baorixile Energy Co., Ltd.

Shenhua Yudean Zhuhai Port Coal Dock Co., Ltd.

China Shenhua Overseas Development & Investment Co., Ltd.

Yulin Shenhua Energy Co., Ltd.

Shenhua Xinjie Energy Co., Ltd.



Shenwan Energy Company
Fujian Energy Company
Shenhua Finance Company
EMM Indonesia

Panshan Power

Sanhe Power

Guohua Zhunge'er

Zhunge'er Power

Zheneng Power
Shenmu Power
Taishan Power
Cangdong Power
Suizhong Power
Jinjie Energy
Dingzhou Power
Guohua Hulunbei‘er Power
Taicang Power
Mengjin Power
Yuyao Power
Jiujiang Power
Zhuhai Wind Energy

Huizhou Thermal

Section | Definitions (Continued)

Shenwan Energy Company Limited

Shenhua Fujian Energy Co., Ltd.

Shenhua Finance Co., Ltd.

PT.GH EMM INDONESIA

Tianjin Guohua Panshan Power Generation Co., Ltd.

Sanhe Power Co., Ltd.

Inner Mongolia Guohua Zhunge'er Power Generation Co., Ltd.

Power-generating division controlled and operated by Zhunge'er
Energy Company

Zhejiang Guohua Zheneng Power Generation Co., Ltd.

CLP Guohua Shenmu Power Co., Ltd.

Guangdong Guohua Yudean Taishan Power Co., Ltd.

Hebei Guohua Cangdong Power Co., Ltd.

Suizhong Power Co., Ltd.

Shaanxi Guohua Jinjie Energy Co., Ltd.

Hebei Guohua Dingzhou Power Generation Co., Ltd.

Inner Mongolia Guohua Hulunbei’er Power Generation Co., Ltd.
Guohua Taicang Power Generation Co., Ltd.

Shenhua Guohua Mengjin Power Generation Co., Ltd.
Zhejiang Guohua Yuyao Gas-fired Power Co., Ltd.

Shenhua Guohua Jiujiang Power Co., Ltd.

Zhuhai Guohua Huidafeng Wind Energy Development Co., Ltd.

Guohua Huizhou Thermal Power Branch of China Shenhua
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Section |

Ningdong Power
Xuzhou Power
Zhoushan Power
Beijing Gas-fired Power
Shouguang Power
Liuzhou Power

Guohua Ningdong

Wanzhou Port and Power

Jawa Company
Shenhua Finance Lease Company

JORC

Shanghai Stock Exchange

Hong Kong Stock Exchange or
Stock Exchange

Shanghai Listing Rules
Hong Kong Listing Rules

Accounting Standards for Business
Enterprises

International Financial Reporting
Standards

Articles of Association

EBITDA

China Shenhus

Definitions (Continued)

Ningxia Guohua Ningdong Power Generation Co., Ltd.

Guohua Xuzhou Power Generation Company Limited

Shenhua Guohua (Zhoushan) Power Generation Co., Ltd.
Shenhua Guohua (Beijing) Gas-fired Power Co., Ltd.

Shenhua Guohua Shouguang Power Generation Company Limited
Shenhua Guohua Guangtou (Liuzhou) Power Generation Co., Ltd.
Shenhua Ningxia Guohua Ningdong Power Generation Co., Ltd.

Shenhua Shendong Power Chongging Wanzhou Port and Power
Co., Ltd.

Shenhua Guohua (Indonesia) Jawa Power Generation Co., Ltd.
Shenhua (Tianjin) Finance Lease Co., Ltd.

Australasian Code for Reporting of Mineral Resources and Ore
Reserves

Shanghai Stock Exchange

The Stock Exchange of Hong Kong Limited

Rules Governing the Listing of Stocks on Shanghai Stock Exchange

Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange

the latest Accounting Standards for Business Enterprises issued
by the Ministry of Finance of the People's Republic of China and
the related application guidance, interpretations and other related
requirements

International Financial Reporting Standards issued by the
International Accounting Standards Committee

Articles of Association of China Shenhua Energy Company Limited

Profit for the year + Net financial costs +Income tax + Depreciation
and amortization —Share of results of associates



Gearing ratio

Total debt to total debt and total
equity ratio

Shanghai-Hong Kong
Stock Connect

Shenzhen-Hong Kong
Stock Connect

RMB

Section | Definitions (Continued)

Total liabilities/Total assets

[Long term interest bearing debt + Short term interest bearing debt
(including Notes payable)l/[Long term interest bearing debt + Short
term interest bearing debt (including Notes payable) + Total equity]

A mutual access and connect mechanism for transactions in stock
markets between Shanghai Stock Exchange and Hong Kong Stock
Exchange

A mutual access and connect mechanism for transactions in stock
markets between Shenzhen Stock Exchange and Hong Kong Stock
Exchange, through which investors from Shenzhen market may
trade the H shares of the Company

Renminbi unless otherwise specified

2017 Annual Repor
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Section |

Company Profile and

Major Financial Indicators

INFORMATION OF THE COMPANY

Chinese Name of the Company

Bl EE B IR AR D B IR A 7]

Abbreviation of Chinese Name of the Company Fp [ e 2

English Name of the Company

China Shenhua Energy Company Limited

Abbreviation of English Name of the Company CSEC/China Shenhua

Legal Representative of the Company

Ling Wen

Authorised Representatives of the Company

under the Hong Kong Listing Rules

Ling Wen, Huang Qing

CONTACTS AND CONTACT DETAILS

Secretary to the Board Representative of Securities Affairs

Name Huang Qing

Chen Guangshui

Address 22 Andingmen Xibinhe Road, 22 Andingmen Xibinhe Road,
Dongcheng District, Beijing (Postal Dongcheng District, Beijing (Postal

Code: 100011)

Code: 100011)

Tel (8610) 5813 3399 (8610) 6813 33565
Fax (8610) 56813 1804/1814 (8610) 56813 1804/1814
E-mail 1088@shenhua.cc ir@shenhua.cc

Board and Supervisory Committee
Affairs and Investor Relations

Department of the Company Hong Kong Office of the Company

Address 22 Andingmen Xibinhe Road, Room B, 60th Floor, Bank of China
Dongcheng District, Beijing (Postal Tower, 1 Garden Road, Central,
Code: 100011) Hong Kong

Tel (8610) 5813 1088/3399/3355 (852) 2578 1635

Fax (8610) 5813 1804/1814 (852) 2915 0638

PARTICULARS

Registered Address of the Company
Postal Code of Registered Address of
the Company
Office Address of the Company
Postal Code of Office Address of
the Company
Company Website
E-mail

China Shenhua | ed

22 Andingmen Xibinhe Road, Dongcheng District, Beijing
100011

22 Andingmen Xibinhe Road, Dongcheng District, Beijing
100011

http://www.csec.com or http://www.shenhuachina.com
ir@shenhua.cc



V.

VL.

Section Il Company Profile and
Major Financial Indicators (Continued)

INFORMATION DISCLOSURE AND PLACE FOR DOCUMENT INSPECTION

China Securities Journal, Shanghai Securities News,
Securities Times and Securities Daily
http://www.sse.com.cn and http://www.hkex.com.hk

Designated Media for Information
Disclosure

Internet website designated by
CSRC for publishing annual report

Annual report is available at Shanghai Stock Exchange, Board and Supervisory Committee

Affairs and Investor Relations Department of the Company

and Hong Kong Office of the Company
BASIC INFORMATION ON SHARES

Type Stock Exchange Abbreviation Stock Code

A Share Shanghai Stock China Shenhua 601088
Exchange

H Share Hong Kong Stock China Shenhua 01088
Exchange

OTHER RELEVANT INFORMATION

Deloitte Touche Tohmatsu Certified Public
Accountants LLP

8th Floor, Tower W2, The Towers, Oriental Plaza,
1 East Chang An Avenue, Beijing

Xu Bin, Yu Chunhui

Auditor engaged by the Name
Company (the PRC)

Office Address
Signing Auditors

Auditor engaged by the Name Deloitte Touche Tohmatsu
Company (Hong Kong)

Office Address  35th Floor, One Pacific Place, 88 Queensway,
Hong Kong
Signing Auditors  Wong Tin Chak, Samuel

A Share H Share

Share Registrar  Name
and Transfer
Office
Address

China Securities Depository and
Clearing Corporation Limited
Shanghai Branch

3rd Floor, China Insurance
Building, 166 Lujiazui East Road,
Pudong New Area, Shanghai

Computershare Hong Kong
Investor Services Limited

Rooms 1712-1716, 17th
Floor, Hopewell Centre,
183 Queen’s Road East,
Wanchai, Hong Kong
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Section I

Company Profile and

Major Financial Indicators (Continued)

ViIl.

MAJOR ACCOUNTING DATA

Unit 2017 2016 Change
(%)
Revenue RMB million 248,746 183,127 35.8
Profit for the year RMB million 57,138 31,970 78.7
Profit for the year attributable
to equity holders of
the Company RMB million 47,795 24,910 91.9
Basic earnings per share RMB/share 2.403 1.252 91.9
Net cash generated from
operating activities RMB million 95,152 81,883 16.2
Net cash generated from
operating activities excluding
the effect from Shenhua
Finance Company RMB million 87,931 92,564 (5.0)
As at 31 As at 31
Unit December 2017  December 2016 Change
(%)
Total assets RMB million 571,602 576,729 (0.9)
Total liabilities RMB million 192,497 191,760 0.4
Total equity RMB million 379,105 384,969 (1.5)
Equity attributable to equity
holders of the Company RMB million 305,541 316,975 (3.6)
Total share capital at the
end of the period RMB million 19,890 19,890 0.0
ited

China Shenhua En



Section Il Company Profile and
Major Financial Indicators (Continued)

VIIl. DIFFERENCES IN ACCOUNTING DATA UNDER DOMESTIC AND OVERSEAS

IX.

ACCOUNTING STANDARDS
Unit: RMB million

Net profit attributable to equity = Net assets attributable to equity

holders of the Company holders of the Company
At the At the
2017 2016 end of 2017 end of 2016

Under China Accounting

Standards for Business

Enterprises 45,037 22,712 301,487 312,357
Adjustments for:
Simple production maintenance,

safety production and other

related expenditure 2,758 2,198 4,054 4,618
Under International Financial
Reporting Standards 47,795 24,910 305,541 316,975

Explanation on differences in domestic and overseas accounting standards: Pursuant to the
relevant regulations of the related government authorities in the PRC, the Group accrued
provisions for simple production maintenance, safety production and other related expenditures,
recognised as expenses in profit or loss and separately recorded as a specific reserve in
shareholders’ equity. On utilisation of the specific reserve as fixed assets within the stipulated
scope, the full amount of accumulated depreciation is recognised at the same time when the
cost of the relevant assets is recorded. Under International Financial Reporting Standards, these
expenses are recognised in profit or loss as and when incurred. Relevant capital expenditure
is recognised as property, plant and equipment and depreciated according to the relevant
depreciation method. The effect on deferred tax arising from such difference is also reflected.

MAJOR FINANCIAL DATA OF EACH QUARTER OF 2017
Unit: RMB million

First quarter Second quarter Third quarter Forth quarter

(January - (April - (July - (October -
March) June) September) December)
Revenue 61,062 59,456 62,017 66,211
Profit for the period
attributable to equity
holders of the Company 12,937 13,361 12,312 9,185
Net cash generated from
operating activities 24,983 22,654 36,177 11,338

Explanation on the differences between quarterly data and disclosed regular reporting data:

L] Applicable v/ Not Applicable

2017 Annual Report
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Section Il Business Overview

EXPLANATION ON PRINCIPAL BUSINESSES AND OPERATION MODEL OF THE
COMPANY AND INDUSTRY CONDITIONS DURING THE REPORTING PERIOD

China Shenhua Energy Company Limited was established in Beijing in November 2004, and
was listed on the Hong Kong Stock Exchange in June 2005 and the Shanghai Stock Exchange in
October 2007. The Group is principally engaged in the production and sale of coal and electricity,
railway, port and shipping transportation, and coal-to-olefins businesses.

In terms of sales, the Group is the largest listed coal company in China and globally with the sales
volume of coal reaching 443.8 million tonnes and commercial coal production volume reaching
295.4 million tonnes in 2017. The Company possesses high quality coal resources in Shendong
Mines, Zhunge'er Mines, Shengli Mines and Baorixile Mines, etc. On 31 December 2017, the
Company had coal retained resources of 23.70 billion tonnes and recoverable coal reserves of
15.19 billion tonnes under the PRC Standard; the marketable coal reserve of 8.55 billion tonnes
under the JORC Standard. The Group controls and operates large-scale and high capacity clean
coal-fired power generators, the Group controls and operates power generators with installed
capacity of 57,866MW by the end of 2017, with a total power output dispatch reaching 246.25
billion kWh in 2017. The Group controls and operates a network of concentric transportation
railways around the major coal production bases in western Shanxi, northern Shaanxi and southern
Inner Mongolia as well as “Shenshuo — Shuohuang Line"”, a major channel for coal transportation
from western to eastern China, and it has controlled and operated railways with a total length
of approximately 2,155 km. The transportation turnover of self-owned railway in 2017 reached
273.0 billion tonnes km. The Group also controls and operates a number of ports and docks, such
as Huanghua Port (approximately 270 million tonnes/year vessel loading capability in aggregate),
possesses the shipping transportation team comprising its own vessels with approximately 2.2
million tonnes of loading capacity and conducts coal-to-olefins businesses with approximately
0.6 million tonnes/year of operation and production capacity. The Company’s technology in coal
exploitation and production safety has secured a leading position in the global market, and that of
clean coal-fired power generation and heavy-loaded railway transportation has secured a leading
position in domestic market. The Company owns or operates coal-fired power plants, coal mines
and other projects in Indonesia, Australia and other countries.

During the reporting period, the Group made no significant change in the scope of its principal
businesses.

For industry conditions in which the Company operates, please refer to the section “Directors’
Report” in the report.

EXPLANATION ON MATERIAL CHANGES IN MAJOR ASSETS OF THE
COMPANY DURING THE REPORTING PERIOD

In 2017, there was no material change in the major assets of the Group

As of 31 December 2017, the Group’s total assets amounted to RMB571,602 million, representing
a decrease of 0.9% as compared with that at the end of last year, and the equity attributable to
equity holders of the Company amounted to RMB305,541 million, representing a decrease of 3.6%
as compared with that at the end of last year. The total offshore assets of the Group (including
Hong Kong, Macau and Taiwan) amounted to RMB24,888 million, representing 4.4% to total
assets, which are mainly composed of the assets from USD bonds issued in Hong Kong, PRC, and
coal mine and power generation assets in Australia and Indonesia.

China Shenhua | ed



Section Il  Business Overview (Continued)

lll. ANALYSIS ON CORE COMPETITIVENESS DURING THE REPORTING PERIOD

The core competitiveness of the Group are mainly:

(1.

(1.

(1).

(V).

Unique operation and profitability model: The Group adopts a vertically integrated
business model and makes use of its own transportation and sales network, which is
conducive to achieving operating profits at every stage of coal-based industrial chain, hence
contributing to lowering operation costs and enhancing competitiveness.

In 2017, by actively implementing national adjustment and control policy on the industry and
fully developing its advantages of unified operation, the Company increased continuously
in market share, obtained apparent synergy effects in business and strengthened overall
competitiveness continuously, resulting in a significant increase in operating results.

Coal reserve: The Group possesses an abundant pool of high-quality coal resources which
are suitable for modern high-quality and high-efficient mining. As of the end of 2017, among
the coal mining rights possessed and controlled by the Group, the retained coal resources
are 23.70 billion tonnes and the recoverable coal reserves are 15.19 billion tonnes under
the PRC Standard; the marketable coal reserves are 8.55 billion tonnes under the JORC
Standard. The coal reserves of the Group is among the top of listed coal companies in
China.

Management team focusing on principal business and advanced business concepts:
The management team of China Shenhua has profound knowledge and management
experience in the industry, attaches great importance to enhancement of the Company's
capabilities in value creation, conducts operation with a focus on the principal businesses of
the Company, and persistently focuses on clean generation and utilisation in energy sector.

In 2017, the Company persistently promoted the implementation of the development
strategies of clean energy.

Industrial technology and innovation capabilities: China Shenhua strengthens its
industrial technology and innovation capabilities continuously. The Company’s technology in
coal exploitation and production safety has secured a leading position in the global market,
and that of clean coal-fired power generation and heavy-loaded railway transportation has
secured a leading position in domestic market, basically establishing a unified operation
model of technology and resources and a technological innovation-driven development
model comprising scientific decision-making, systematic management, research and
development, and transformation of achievements.

In 2017, the Company focused on promoting the ultra-low emission transformation, digital

mining construction and other industrial technologies. During the reporting period, the
Group was granted 543 new patents, in which 126 patents were invention patents.

2017 Annual Repo
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Section IV Chairman’s Statement (Continued)

Dear Shareholders,

On behalf of the Board, | am delighted to present the 2017 annual report of China Shenhua and to report
on the Company's performance for the period to all shareholders.

2017 was a critical year for the implementation of the “Thirteenth Five-Year” Plan. Led by The Thought
on Socialism with Chinese Characteristics for a New Era proposed by Xi Jinping and followed by
supply-side structural reform as the main theme, Chinese government pushed forward measures
on structure optimisation and quality enhancement, hence leading to a stable and favorable national
economy, which was better than expectations. A tight supply-demand balance was seen in the national
coal market and there was a fluctuation in coal price at high level due to the relationship between
demand and supply as well as seasonality. The power consumption of the whole society grew at a faster
pace as compared with the previous year and thermal power generation achieved a significant recovery
year-on-year.

China Shenhua adhered to clean development, strengthened operation management, expanded market,
enhanced quality and improved efficiency, thereby giving full play to its advantage of integration,
achieving substantial increase in profit for coal and transportation businesses and creating outstanding
operating performance. As calculated by the consolidated operating profits before amortisation under
the International Financial Reporting Standards, the Company recorded RMB46.05 billion for coal
business, RMB20.87 billion for transportation business and RMB7.4 billion for power business in 2017
and each of the said businesses accounted for 61%, 28% and 10%, respectively. The high efficiency
and synergy created in operation among the three major segments effectively enhanced the adaptability
and competitiveness of the Company’s business structure.

In 2017, the Company recorded revenue of RMB248.75 billion, representing a year-on-year increase
of 356.8%. The Company recorded profit before tax of RMB73.29 billion, profit for the year attributable
to equity holders of the Company of RMB47.80 billion and basic earnings per share of RMB2.40,
representing a year-on-year increase of 77.7%, 91.9% and 91.9%, respectively. The Company promptly
responded to requests from shareholders, made substantial payment of cash dividends and shared its
achievements with investors, which helped establish itself a sound image in capital markets.

As at 31 December 2017, the total market capitalisation of China Shenhua reached USD67.5 billion,
ranking the first among all listed coal companies worldwide and the fourth among all listed integrated
mining companies globally. Moody's and Fitch, international credit rating agencies, maintained the
sovereign rating of the international credit rating of China Shenhua.
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Section IV Chairman’s Statement (Continued)

2017: STRENGTHENED OPERATION UNITS, MARKET EXPANSION AS WELL
AS QUALITY ENHANCEMENT AND EFFICIENCY IMPROVEMENT, ACHIEVED
OUTSTANDING PERFORMANCE

High Efficiency and Synergy, Made Further Success

The Company continued to strengthen operation units in order to achieve high efficiency and synergy
among all sessions of production, transportation and marketing, which allowed various indicators to
record historical highs.

Coal segment: In response to the upward trend recorded in the market demand for downstream coal
in 2017, the Company organised lawful production, accelerated the release of production capacity of
safe mines with advanced technology. The production of commodity coal during the year amounted to
295.4 million tonnes, representing a year-on-year increase of 1.9%, among which, the production of
Shendong Mines recorded a year-on-year increase of 5.6%, and the production of the newly-constructed
Guojiawan and Qinglongsi coal mines amounted to 7.0 million tonnes.

The Company adjusted marketing strategies flexibly, strengthened the strategic cooperation with key
customers, actively explored in new regional markets and thus maintaining our market share. In addition,
setting maximizing the sales volume of seaborne coal at self-owned ports as the goal, the Company put
great efforts in facilitating business models like “transit bases” and “quasi-liner shipping” to increase
its earnings; strengthened the organisation of coal procured externally to boost the improvement
of efficiency and profits of the coal and transportation segment. In 2017, the sales volume of coal
amounted to 443.8 million tonnes, representing a year-on-year increase of 12.4%, of which the sales
volume of seaborne coal amounted to 258.2 million tonnes, representing a year-on-year increase of
14.0%, creating historical highs.

Power segment: Seizing the opportunities arising from the great demand of national electricity
consumption and the favourable condition of thermal power generation, the Company continued to
enhance the reliability of generating units to increase the volume of power generation. In 2017, the
gross power generation reached 262.9 billion kWh and the total power output dispatch reached 246.3
billion kWh, representing a year-on-year increase of 11.4% and 11.6%, respectively.

Power segment further perfected the assessment system of electricity marketing, co-ordinated the
balance between volume and price of electricity as well as the risk and return, actively expanded internal
and external markets for direct power supply to large power users to capture and secure power demand
of the market. In 2017, the average utilisation hours of coal-fired generating units were 4,683 hours,
surpassing the national average utilisation hours of coal-fired power generators' by 405 hours; the
transacted marketized power was 69.1 billion kWh, representing a year-on-year increase of 52.3%.

! The national average utilisation hours of coal-fired power generators in 2017 were 4,278 hours.
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Section IV Chairman’s Statement (Continued)

Transportation segment: The Company made scientific arrangements of transportation resources,
strengthened the connection and management between the upstream and the downstream to
effectively improve transportation efficiency. It also increased the routes of 10,000-tonne trains and new
locomotive and proactively coordinated the source and flow of cargo, which continuously enhanced the
transportation capacity and effectively ensured integrated operation at high level. In 2017, the Company
completed 273.0 billion tonne km of turnover volume of self-owned railway representing a year-on-
year increase of 11.6%, which recorded historical high; and 80.4 billion tonne nm of shipping volume,
representing a year-on-year increase of 27.6%.

Transportation segment endeavored to expand markets and achieved desirable progress on
“macroscopic logistics”. In 2017, the transportation volume of non-coal railway amounted to 26.1 million
tonnes, representing a year-on-year growth of 34.3%. The turnover of railway transportation services
provided to external customers amounted to 29.4 billion tonnes km, representing a year-on-year growth
of 34.9%, which generated revenue of RMB5,615 million, representing a year-on-year increase of
34.5%.

Coal chemical segment: The Company continued to optimise production plans and improve production
efficiency, the main device achieved “safe, stable and optimum operation at full capacity with long
run-length”, and expanded sales channels to enhance earnings. The sales volume of coal-to-olefins
products reached 633.4 thousand tonnes in 2017, representing a year-on-year increase of 10.2%.

Innovation-driven, Clean Development

The Company continued to promote the renovation of “ultra-low emission” of coal-fired generating units,
completed “ultra-low emission” renovation of 8,880MW generating units in 2017, achieved 46,150MW
in aggregate, accounting for 82.4% of the total installed capacity of all coal-fired power generating
units of the Company, which allowed all coal-fired generating units in Central China and Eastern China
to achieve “ultra-low emission”. The emission intensity (g/kWh) for soot, sulphur dioxide and nitrogen
oxides of coal-fired power generators in 2017 reduced by 29.5%, 16.7% and 6.3%, respectively as
compared with the same period of previous year, maintaining leading standards domestically. As at the
end of the year, 67 “ultra-low emission” coal-fired generating units were supported by policies including
tariff subsidies, which increased the profitability of the power business.

The Company strengthened the informatization construction of coal mines by continuously expanding
the construction of digital intelligent mines on the basis of the realization of the operation of unmanned
working face in Jinjie Coal Mine. The Shendong Mining Area achieved centralized control of “four mines
and five shafts” to further optimize the organization for coal production and make personnel highly
capable and improve the efficiency. The Company exerted great efforts to promote the improvement of
coal production technology and technological innovation and the world’s first set of surface with high
roof support with a height of 8 meters was put into operation.

In 2017, the Company obtained 543 patents, 126 of which were invention patents.
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Section IV Chairman’s Statement (Continued)

Streamlined Management, Improved Quality and Enhanced Efficiency

The Company further perfected the establishment of cost management and control as well as
information system, optimised production structure, strictly executed rolling budget management and
monthly cost assessment, and conducted in-depth internal and external benchmarking for each of its
business segments so as to reduce production cost. The Company also strengthened the integration
of internal resources, continued to promote the innovation and optimisation of the reform on materials
management, launched reengineering for centralised procurement process, carried out all operations
of mutual storage for coal and power segments, stringently controlled inventory increase and minimise
non-production expenses so as to reduce cost and enhance efficiency. The unit production cost of
self-produced coal during the year achieved a year-on-year decrease of 1.6%, better than the goal of
management and control at the beginning of the year.

Exercised Responsibility, Put Safety and Environmental Protection in the First Place

The Company continuously improved emergency management plans and procedures together with
intensifying the safety management and control as well as potential risk identification, making great
achievements in risk prevention and control system as well as standardization construction of production
safety, thus fortifying a defense line of production safety. In 2017, the fatality rate per million tonne of
coal output was 0.003, maintaining its leading position worldwide in production safety.

Guided by higher standards, higher investment and more stringent requirements, the Company
pushed forward basic management of energy saving and environmental protection and governance of
significant environmental risks in a systematic manner and carried out mining ecological construction,
yielding fruitful results in energy conservation and environmental protection. The Company carried out
groundwork for carbon management in a systematic manner, achieving stage progress in fostering
carbon management capability. In 2017, the Company invested RMB1.55 billion in energy saving
and environmental protection. “Zhunge'er Mine Park” obtained the eligibility to become a National
Mining Park and Daliuta Coal Mine was awarded as National Demonstration Zone for Soil and Water
Conservation Technology.

With improvement of the production, living and medical conditions for people of supporting counties,
targeted poverty alleviation counties and poverty-stricken villages as the intention and the foothold,
the Company offered support to Tibet, Qinghai and Xinjiang as well as carried out targeted poverty
alleviation. In 2017, the Company offered approximately RMB135 million funds for targeted poverty
alleviation, which were mainly utilised in education poverty alleviation, health care poverty alleviation,
industry poverty alleviation and infrastructure construction. The Company achieved remarkable results in
various work and was widely recognised by the society.

For more details about performance of social responsibility, please refer to the 2017 CSR Report of the
Group.

China Shenhus !
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Enhanced Strength Through Party Building, Blaze a Way Through All Obstacles

In accordance with the requirements of the Central Committee of the CPC on strengthening the CPC
leadership of state-owned enterprises and the modern enterprise system, the Company carried out
its Grass-Roots Party building work seriously, implemented the incorporation of Party building matters
into the Articles of Association orderly, strengthened arrangements for all Party cadres to study and
implement with the key concepts of the 19th CPC National Congress and The Thought on Socialism with
Chinese Characteristics for a New Era proposed by Xi Jinping for purpose of guiding our practice and
facilitating our work to promote the management improvement of the Company. The Party Branch of the
Mining Team No.1 in Daliuta Mine Coal of Shendong Coal Corporation was honored by the SASAC Party
Committee as “The First Batch of Grass-Roots Model Party Branch of Central Enterprises”. The “Internet
Plus Party Building” initiated by Shendong Coal Corporation as an innovative platform for intraparty
political life was awarded as National Excellent and Innovative Model for Grass-Roots Party Building.

2018: OPTIMISING THE ORGANISATION OF PRODUCTION, TRANSPORTATION
AND MARKETING, IMPROVING OPERATING QUALITY, BUILDING ITSELF INTO THE
WORLD’S FIRST CLASS COMPREHENSIVE ENERGY COMPANY

In 2018, Chinese Government will remain committed to the general principle of pursuing progress while
keeping performance stable and to the new development philosophy, follow the requirement of high
quality development, continue to regard supply-side structural reform as the main task, coordinate the
efforts to maintain stable growth, make structural adjustments, improve living standards, and guard
against risks, so as to promote sustained and healthy economic and social development. The sustained
overall steady and positive growth of economy will create a favorable environment for stable coal
demand, and the national power demand will maintain an upward trend.

The Company sets business targets for the whole year based on the prudent analysis of market
environment and operation conditions as follow: commercial coal production will be 290 million tonnes,
the coal sales will be 430 million tonnes, the power output dispatch will be 248.6 billion kWh, the
revenue will be RMB249.3 billion and the cost of sales will be RMB168.4 billion, selling, general and
administrative expenses and net finance costs will be RMB13.8 billion.

China Shenhua will optimise the organisation of production, transportation and marketing, improve
operating and developing quality and strive to build itself into the world's first class energy company
with global competitiveness. Priorities will include the following:

Optimise the organisation of production, transportation and marketing as well as enhance
synergy ability. Firstly, the Company will optimize organization of production to make new coal mines
put into production and reach full production faster. It will actively make efforts to accelerate the
stripping works of Baorixile Mine and Ha'erwusu Open-pit Mine and bring the mine back to production
with a stable output. The Company will closely grasp the sales of seaborne coal with best profitability
and increase sales volume of high-quality coal and high value-added special coal to increase market
share and guarantee sales earnings. The Company will do well in contract coal fulfilment and proactively
explore three-year long-term collaboration contract mechanism, so that to ensure the coal segment
generate stable earnings. In addition, it will make a good organization of outsourcing coal to increase

2017 Annual Repor



20

Section IV Chairman’s Statement (Continued)

the efficiency and profits of the Company. Secondly, the Company will strengthen standardization and
delicacy management on power plants to improve the productivity. It will deepen the study on reform
of electric power system, intensify marketing and vigorously exploit the heat supply market to strive for
more direct power supply and market trading power and secure an industry leading position in terms of
utilization hours of power generations. Thirdly, the Company will continue to optimize the management
on transportation turnover to put forth efforts to ensure the operation density of ten-thousand-tonne
train and will optimize the operation mechanism of cycling trains and “quasi-liner shipping” to improve
rail capacity and port handling capacity effectively. The Company continues to promote the “macroscopic
logistics” business, improve the construction of logistic business information platform, further increase
the coal transportation volume of third parties, enhance market development of reverse transportation
and transportation of non-coal materials, thus boosting revenues contributed by the transportation
business.

Strictly check project investments, realize high quality development. \With regard to investment
projects, the Company will execute strict and refined management, perfect the project evaluation,
assessment and decision making mechanism, strengthen follow-up evaluation of economic benefits and
investigation responsibility for significant investment projects, and improve risk control on investment
projects, trying to achieving the goal that the investment projects will realize safe and stable operation,
meet emission standards and generate expected revenues once they are put into production. The
Company will steadily develop investment and construction of projects with favorable investment profits
forecast based on the investment and income analysis wit