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1.

ABOUT THIS REPORT

1.1.Reporting Period

This is the first Environmental, Social and Governance
(ESG) Report of the Group that illustrates and highlights
the environment and social performance from 1st January,
2017 to 31st December, 2017 unless otherwise stated.

1.2. Reporting Scope

The content of this ESG report is focused on the Group’s
business in the exploration and exploitation of the coalbed
methane (CBM) blocks, production and sales of natural
gas in Shanxi and Guangxi of the PRC. This report
demonstrates the ESG performance of the Group in
achieving sustainable development for the future.

1.3. Reporting Framework

This ESG report follows the disclosure requirement as set
out in the Environmental, Social and Governance Reporting
Guide contained in Appendix 20 to the GEM Listing Rules
(the “ESG” Guide).
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Key Performance Index (the “KPI”) Reference Table BREMIEZE(KPI)2E%K
Reference KPI of the ESG Guide Corresponding KPI in the section of this report
ESGIE5|HZ2EKPI AR = B K AEEKPI

A Environmental Performance Environmental Performance

ARIBEN RIBAEM

A1 Emissions Policy and Compliance Emissions Policy and Compliance

Minimizing Emissions

Carbon Footprint — Greenhouse Gas Emissions
Air Emission

Waste Reduction

AMBFRBRRER BEBRR M A
A BER
ik R R — R E R BB
REEHEIX
Rl EE

A2 Use of Resources Sustainable Exploitation
Energy Consumption — Electricity
Water Consumption
Fossil Fuel Consumption — Diesel, Liquefied
Petroleum Gas, Natural Gas and Petroleum
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Reference KPI of the ESG Guide
ESGIES|I W2 EKPI

Corresponding KPI in the section of this report

A& EH A EKPI

A3 The Environment and Natural Resources
A3 RIBEHBARER

B1 Employment Policy and Compliance

B1 BREERRER

B2 Health and Safety Policies and Compliance

B2 REEZE2HERER

B3 Development and Training Policies

B3 R RIFFIIBER

B4 Labour Standards
B4 % T %8|

B5 Supply Chain Management
B5 fitfESEEE

B6 Product Responsibility

B6 Em&EE

B7 Anticorruption Policies and Compliance

B7 REGHERER

B8 Community Investment

B8 i EBRE

The Environment and Natural Resources
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Employment Policy and Compliance

BRERNEAR

Occupational Health and Safety Policies and
Compliance

BREFEZE2HRNAMR

Development and Training Policies
TR MR

Employment Policy and Compliance
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Supply Chain Management
HEBEEE

Product Responsibility and

Quality Assurance Process
Protecting Intellectual Property Rights
Consumer Data Protection and Privacy Policies
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Anticorruption Policies and Compliance
Conflict of Interest

Preventive Measures and Whistle-blowing
Procedures
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ENVIRONMENTAL PERFORMANCE

Natural gas is the cleanest burning fossil fuel. It does not pollute
the air as much as burning coal or oil. Natural gas is like air and
has a lot of energy in it, it is found underground in pockets of
rock/CBM and wells are drilled into the ground to extract the
gas from the rocks/CBM. The Group has completed the ground
work and drilling of a total of 274 CBM wells in Shanxi Qinshui
Basin in 2015 but drilling of new wells was suspended since
2016.

The exploited natural gas, after treated and purified, is being
transported through underground pipelines to commercial
consumers in Shanxi. Responding to the growing demand on
environmental protection, the Group shall implement a more
stringent environmental management policy to cope with the
requirement. Together with its employees and contractors,
the Group’s emission and waste generation shall be strictly
controlled and monitored.

2.1. Emissions Policy and Compliance

The Group is committed to conducting business in an
environmental friendly manner, its operations comply
with in all the material aspects of applicable environment
protection laws and regulations in the PRC during the
reporting period, including but not limited to:

The environmental protection law of the PRC;

—  The energy conservation law of the PRC;

— The environmental impact assessment law of the
PRC;

—  The water pollution prevention law of the PRC;

—  The solid waste pollution prevention law of the PRC.

Strict government regulations and industry standards
are in place to ensure the safe transportation, storage,
distribution, and use of natural gas.
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2.2.Minimizing Emissions

Carbon Footprint — Greenhouse Gas Emissions

The total net GHG emission generated by the Group were
15,489.68 tonnes of carbon dioxide equivalent (tCO,-eq)
(mainly carbon dioxide, methane and nitrous oxide). With
the total audited area of 146,658.23 m?, the total annual
carbon emission intensity due to energy usage was 0.106
tCO,-eq/m?. The following table highlights the Group’s

carbon footprint.

2.2. WD B
BEH - BE R

AEEMEEAMBEEREFHEE
/515,480,588 — A blixg & (£
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GHG* emission

GHG* emission by scope
Scope Sources of carbon emission (in tCO,-eq) (in tCO,-eq) Distribution
REEZ
BERBUR BRERBHR
(=& (AW —SE1bhx

#E BEBRR EE5H) =85 PR
1 Stationary (Natural Gas & LPG) 9,118.63

BEE (RAR MR AHR)

Mobile 565.99 9,684.62 62.52%

%8

Refrigerant 0.00

R A
2 Purchased electricity 5,796.58 5,796.58 37.42%
3 Disposal of paper waste 5.40

B R IR

Fresh water processing 212 8.38 0.06%

RIKERIE

Sewage water processing 0.86

a7k BRI

Total GHG* emission 15,489.58 100%
BEREEHENE
Carbon Emission Intensity 0.106

iR BE AR E

The GHG is calculated according to the ‘Guiltiness to Account for and
Report on Greenhouse Gas Emissions and Removals for Buildings
(Commercial, Residential or Institutional Purposes) in Hong Kong’ jointly
published by EPD and EMSD and the emission reference of China

Southern Power Grid and North China Grid Company Limited.
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The largest GHG emission of the Group, with over 62%,
was generated by scope 1 — direct GHG emission, it is
attributed to the usage of LPG for operational activities and
petroleum and diesel for mobile vehicles. While scope 2 —
indirect GHG emission from the use of electricity, was in
the second place, contributed to 37.11% of the Group’s
total carbon footprint. Paper waste in scope 3 only
constituted 5.40% of the total emission, paper was the
major waste generated from office administration.

Air Emission

Using natural gas as fuel is cleaner than using other fossil
fuels, the combustion of it only produces carbon dioxide
and water vapor. However, natural gas is mainly methane
and methane is a strong GHG, its global warming potential
is 23 times of carbon dioxide. To prevent methane from
entering the atmosphere due to leakage from CBM wells,
storage tanks, pipelines and processing plants, preventive
infrastructure and monitoring measures were built and
performed to minimize the adverse effect caused to the
environment.

Another major source of air emission was from the
use of petroleum and diesel-powered motor vehicles
for transportation. Motor vehicles, especially the diesel
powered, emit a considerable amount of respirable
suspended particulates and nitrogen dioxide into
the environment. Hence, the uses of more efficient
transportation methods or with the use of electrical vehicles
shall be considered to minimize the air emission generated
by transportation.
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Waste Reduction

The environmental impact from the waste generated by
exploration and exploitation is the most significant and
critical emission throughout the Group’s operations. Raw
natural gas extracted from underground contains water
vapor, elements like butane, ethane, propane, carbon
dioxide, nitrogen, and compounds like hydrogen sulphide,
etc.

Natural gas processing and purification involves the
separation of various hydrocarbons and fluids by using
both chemical and mechanical methods. They include the
removal of gaseous impurities by adsorbents with various
porous active substances such as active coal, silica gel,
bauxites, etc. All these methods might produce hazardous
waste that requires subsequent treatment and disposal.

Furthermore, natural gas production can produce large
volumes of contaminated water, this water requires proper
handling, storage, and treatment so that it does not pollute
the land and other water source. Although the Group
is in compliance with related environmental protection
laws in the PRC, it will study on the practical possibility
to record and document the amount of waste generated
by its operations and seek for more sustainable waste
management plan to control, record, and monitor the
overall waste generation and disposal.

Paper was the only waste generated by the offices. It was
recorded that 1,125.00 kg of paper were used by office
administration. The Group has been recycling single side
printed papers for reuse and using digital technology
to replace papers. Paper waste was collected by office
building management for recycling and disposal.
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2.3. A EFERM R

2.3. Sustainable Exploitation

Energy Consumption - Electricity

The total electricity consumed was 5,579,069.00 Kilowatt-
hour (kWh) during the reporting period. With the total
operation area of 146,663.22 m?, the energy intensity was
38.04 kWh/m2. One of the major electrical equipment being
used is the water pump for the extraction of underground
water in Guangxi. It contributed to 26.81% (21,616 kWh)
of electricity usage. The Group is actively seeking for
more energy efficient equipment to reduce electricity
consumption and will continue to monitor its energy use
to provide a more comprehensive disclosure in the next
reporting period.

Water Consumption

The total fresh water consumption was 141.00 cubic
meters (m3). It is worth noted that around 1,740.00 m?
of water being used by the Group was extracted from
underground by using the electrical water pump mentioned
before, the water was mainly used in the gasification
station and the living quarters of employees in Guangxi.
The Group understands the hardship of getting water from
underground, extra consideration will be given in water
conservation as it is one of the most precious natural
resources on earth.

Fossil Fuel Consumption — Diesel, Liquefied Petroleum
Gas, Natural Gas and Petroleum

The Group consumed 4,144 748.50 m® of natural gas and
3,375.00 m?® of liquefied petroleum gas for operational
purposes and the employees’ residential needs.

A total of 150,042.00 litres of diesel and 69,192.04 litres of
petroleum were used for the Group’s motor vehicles. Since
the operating locations such as the CBM wells and the
treating factories are in remote areas, vehicles are needed
for operational activities, site-inspection, and business-
related travelling.
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2.4.The Environment and Natural Resources

The Group is aware of the impact of CBM wells
exploitation. Environmental Impact Assessments (EIAs)
were carried out before the commencement of the
exploitation. The Group made every endeavor to minimize
the influence on ecology, surface water, noise and solid
waste throughout every stage of its operations. After the
completion of wells digging, the Group would recover and
maintain the original ecological and geomorphological form
by the following mitigation measures:

(@)

Build an impervious cement tank for gas recovery and
dewatering;

Clean and tidy up the temporarily occupied space
near the wells, and recover the land into its original
form, such as farmland, plantation or woodlands, etc.;

Collect and transport all municipal waste to nearby
collection points;

Cover and fill mud pools to restore the original
geomorphology;

Integrate engineering solutions into the plantation near
the wells to prevent soil erosion.
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EMPLOYMENT POLICY AND COMPLIANCE

As at 31st December 2017, the total workforce of the Group
was 476 with six part-time employees located in Hong Kong,
Beijing, Shanxi and Guangxi. The Group’s staff handbook
is structured to communicate important ground rules and
regulations surrounding employment and labour standard,
remuneration and benefits, leaves and holidays, training and
development, business conduct and ethics, and occupational
health and safety guidelines. It is an essential tool to define the
expectations of the management and to protect employees
from unfair or inconsistent treatment and discrimination. The
Group provides equal opportunities for employees in respect of
recruitment, training and development, job advancement, and
remuneration and benefits.

Recruitment of employees is strictly abided by the hiring
procedures and guidelines so that suitable talents are
recruited in accordance to job requirement, relevant laws, and
candidates’ expectation. Performance appraisal is conducted
annually, and employees’ remuneration is designed to attract,
retain, and incentivize employees for maintaining a fair,
productive and sustainable workforce.

As at the date of this report, there were no incidence of work
stoppages, labour disputes, litigation, claims, administrative
action or arbitration related to employment against the Group.

3.1. Occupational Health and Safety Policies and
Compliance

Natural gas production, transportation, distribution, and
storage require strict safety regulations and standards
because a natural gas leak could cause an explosion.
Maintaining focus on safety in all aspects of exploitation
is of utmost importance to the Group. Workplace safety
and employees’ wellbeing are emphasized through
trainings and communications to educate and to promote
safety awareness and practices among employees.
Its occupational health management system aims to
communicate preventive measures for the development of
a positive, healthy and safe working culture.

3.
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The Group’s management is responsible for the
reviews and audits of safety working procedures and
environment in accordance with the statutory and industrial
requirements. Through adopting various occupational
health and safety communications such as briefings and
notices, the work injury incidents were zero. Employees
are provided with personal protective equipment such
as gowns, gloves, eyewear and face masks, etc. for
protection. During the reporting period, the Group did
not violate any related health and safety ordinance and
provisions.

3.2. Development and Training Policies

To encourage and assist employees in developing
their potential and helping them progress is one of the
Group priority in human capital development. Apart from
the inhouse safety training that was aimed to protect
employees, external professional and qualification training
were sponsored to strengthen their skills and knowledge,
so they can further develop themselves and progress on
their career path.

SUPPLY CHAIN MANAGEMENT

Transparency across the supply chains is one of the top
priorities of the Group. Stringent procurement policies are
established to ensure good and services are procured in an
honest, competitive, fair and ethical manner that delivers the
highest cost performance. A total of 41 suppliers of goods and
services are engaged and listed on the approved suppliers list.
Suppliers are selected based upon rational and clear criteria,
the procurement of equipment, products and services requires
a strict tendering process to get the best supplier available
for the Group’s needs. The Group would regularly review the
performance of the suppliers to ensure its supply chain is
operating effectively and efficiently.
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PRODUCT RESPONSIBILITY AND QUALITY
ASSURANCE PROCESS

Accessing, producing and transporting natural gas is a complex
undertaking, but the Group is committed to providing stable
supply and quality natural gas to its customers. To formalize
the commitment, pressure gauges of the pipelines are checked
and maintained periodically, random sampling of gas quality
is performed semi-annually by Municipal Bureau of Quality
and Technical Supervision to analyse output content and
product quality according to the prescribed specification. Daily
production capacity is monitored to ensure consistent and
stable supply is maintained. To guarantee customer satisfaction,
gas measuring instruments and its components are calibrated
and tested annually.

5.1. Protecting Intellectual Property Rights

The Group registered its corporate logo and domain
names as they are important to its brand and corporate
image. The Group complies with the intellectual property
(the “IP”) rights regulations. As at the date of this report,
there was no material infringement of the IP rights and the
Group is confident that all reasonable measures have been
taken to prevent any infringement of its own IP rights and
the IP rights of third parties.

5.2. Consumer Data Protection and Privacy Policies

The Group complies with the Personal Data (Privacy)
Ordinance, all personal data collected from employees,
customers and suppliers are kept confidential. As
stipulated in the Group’s Staff Handbook on confidentiality
and computer security, employees are instructed of
their responsibility to ensure data is collected, used,
maintained, managed, stored and destroyed properly and
secured appropriately with caution. The Group’s servers
and computers are protected from access passwords,
employees are responsible for the security of the
information they handled on the computers.
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ANTICORRUPTION POLICIES AND
COMPLIANCE

The Group is committed to conducting business with the
highest appropriate ethical standards and values. Employees
are required to comply with the applicable laws and regulations
and business conduct when engaging in the Group’s business
activities. To formalize the commitments, employees are
required to read and understand the Group’s Business
Conduct, Integrity, Ethics and Discipline section in the Group’s
Staff Handbook. Procurement and tendering process are
conducted impartially to prevent bribery, corruption, and
fraudulent practices. Employees should not offer, solicit or
accept anything of material value to or from their colleagues,
customers, suppliers or other business partner of the Group
unless the Group has given its consent.

6.1. Conflict of Interest

The Group requires its directors and employees to avoid
the conflict between personal and financial interest and
the professional official duties in the Group. A situation
in which directors or employees exercise authority,
influences decisions and actions or gain access to valuable
information when dealing with third parties with his
profession to achieve financial and personal gain is strictly
prohibited.

6.2. Preventive Measures and Whistle-blowing
Procedures

The whistle-blowing policy is established to encourage
employees to report genuine concerns about suspected
misconduct, impropriety or irregularity, and conflict of
interest in matters of financial reporting, compliance and
other malpractices at the earliest opportunity, and in an
appropriate way. All reported cases will be handled by
the Audit Committee in strict confidence. The Group’s
Business Conduct also requires directors and employees
to declare any conflict of interest ahead of time. During the
reporting period, communication was performed during
the Chinese festive seasons to remind employees of the
business ethics in accepting gifts and there has been no
related fraudulent cases reported against the Group.
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7. COMMUNITY INVESTMENT
7.1.Community Care

The Group cares for the Qinchi community as it is where
most of the employees working in Shanxi are recruited
from. The Group not only provides job opportunity to
Qinchi’s residents, but also supports and sponsors their
festive celebrations. On the other hand, the Group is
committed to conducting business in every aspect to
minimize potential environmental and social impact by
continuously considering the community and performing its
works in an environmental friendly and sustainable way.

8. STAKEHOLDERS’ FEEDBACK

Your comments and feedbacks regarding the Group’s
performance and approach on environmental, social and
governance aspects are valuable to its continuous improvement,
please contact the Group as below.

Address: Room 19, 13/F, Tower A, New Mandarin Plaza, 14
Science Museum Road, Tsim Sha Tsui East, Kowloon, Hong

Kong

Email: admin@ccbmgroup.com
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