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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RiE - HEREBHE

1.

ABOUT THIS REPORT

1.1.Reporting Period

This Environmental, Social and Governance (‘ESG”) Report
illustrates and highlights the environmental and social
performance of the Group from 1 January 2018 to 31
December 2018.

1.2.Reporting Scope

This ESG report summarises the Group’s policies,
management approach and performance with respect to
corporate social responsibility. This report focuses on the
Group’s business in the exploration and exploitation of the
coalbed methane (“CBM”) blocks, liquefaction, production
and sales of natural gas in Beijing, Shanxi and Guangxi in
the People’s Republic of China (“PRC”). The Group has
offices in Hong Kong and Beijing.

1.3. Reporting Framework

This ESG report follows the disclosure requirements as set
out in the ESG Reporting Guide (“ESG Guide”) contained
in Appendix 20 to the GEM Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules”) and has complied with the “comply or
explain” provision in the Listing Rules.
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Key Performance Index (“KPI”) Reference Table

BEREMER (KPL) 2E %

Reference KPI of the ESG Guide
ESG & 5|92 EKPI
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Corresponding KPI in the sections of this report

A EEHNHEEKPI

A. Environmental
ARiE

A1: Emissions

A1 : BERR

A2: Use of Resources
A2: BiRER

A3: The Environment and Natural Resources

A3 : IRIREERER

B. Social

B.#&

Employment and Labour Practices
B x5 TEHF

B1: Employment

B1: (E&

B2: Health and Safety

B2: f@EEE

B3: Development and Training
B3 : ¥R K E

B4: Labour Standards

B4 : 5T #H|

Emissions Policies and Compliance
Carbon Footprint Reduction
PR KA 1R

TR 2 B

Sustainable Exploitation

QESE ik

Emissions Policies and Compliance

The Environment and Natural Resources
PR A 1R

BRIERRAEIR

Employment Policies and Compliance
Labour Practices and Compliance
BEBRRKLAR

BHITEMNRER

Occupational Health and Safety
BERERZ S

Employee Development and Training Policies
1B B %R MIFIIBER

Employment Policies and Compliance
Labour Practices and Compliance
BREBEEAR

BITEMNRER
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Corresponding KPI in the sections of this report

A EEHHHEEKPI

Operating Practices
ZEEN
B5: Supply Chain Management

B6: Product Responsibility

Supply Chain Management
B5: #tESEEE HIEgEE IR

Product Responsibility and Quality Assurance
Process

Protecting Intellectual Property Rights

Consumer Data Protection and Privacy Policies

B6: EmE(T

EmBEENREERIRIE
R o RN Bk E

HEHEEMREMEBLBER

B7: Anti-corruption

Anti-corruption Policies and Compliance

Preventive Measures and Whistle-blowing

Procedures
B7: RES REFSHRRER
FEI 1 i N SR AR e
Community
HtE

B8: Community Investment

1.4. Stakeholders’ Engagement

Stakeholders’ engagement is essential for the Group
to understand its stakeholders’ concerns and it also
helps to identify risks and opportunities with regards to
sustainability. The Group communicates to its stakeholders
throughout the year to inform them about the Group’s
business development and collect ideas and feedback
that are valuable to its future growth. Internal and external
stakeholders have been involved in various regular activities
to discuss and share opinions regarding the Group’s
operation and performance. The Group will continue to
communicate closely with stakeholders to understand their
expectations.

Community Care

B8: #HERE okl

1.4.50ESH

RNENSRHAEETHERD
ENHINEERER  RKT
BER BRI HEREE S @R
B MHE o AEERNFRNEER
EBBE  AHFHNTEREEN
EBBRR LTWEHRNEERKE
BREEENE R MEE - "
KRINER I E 2 EE BT
mE - UMk EAEBAKE
BENMFENER ANEEGE
BEK M EZVER AT BEM
PIREIE -



R - B RERRE 2018 HEKEREEFR AR

Environmental, Social and Governance Report

1.5. Stakeholders’ Feedback

Your comments and feedbacks regarding the Group’s
performance and approach on ESG aspects are valuable to
its continuous improvement, please send your questions,
suggestions and recommendations to 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

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
groundwork and drilling of a total of 274 CBM wells in Qinshui
County, Shanxi in 2015 but drilling of new wells was suspended
since 2016. Out of the 274 CBM wells, 225 wells are producing
natural gas.

The exploited natural gas, after treated and purified, is being
transported through underground pipelines to commercial and
residential consumers in Yangcheng, 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 emissions and waste generation shall
be strictly controlled and monitored. The Group’s research
and development, and trading business are mainly conducted
indoor, minimal environmental impact is caused by office-based
work. The Group does not involve in air (dust and residues),
water, and noise pollution which are regulated under relevant
environmental laws and regulations.
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2.1. Emissions Policies and Compliance

To adhere to the principle of “social responsibility is of
overriding importance” while exploring and developing
in the new energy sector, the Group is committed to
protecting the environment by proactively raising the
environmental awareness of its employees and managing
its business operations at all levels in a sustainable manner.
The Group complies with all the material aspects of
applicable environmental protection laws and regulations in
the PRC, including but not limited to:

The Environmental Protection Law of the PRC;

—  The Energy Conservation Law of the PRC;

—  The Environmental Impact Assessment;

—  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 and
distribution of natural gas.

2.2 Carbon Footprint Reduction

Carbon footprint generated from the Group will be
disclosed in this report. Carbon footprint is defined as the
total amount of direct and indirect emissions of greenhouse
gas (“GHG”) expressed in terms of equivalent amount of
carbon dioxide (“CO,-e”) emission.

Scope 1 — Direct emissions from combustion of fuels,

Scope 2 — Energy indirect emissions; and
Scope 3 — Other indirect emissions.
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Non-hazardous waste generated from operations will also
be disclosed. To reduce GHG emissions, the Group has
energy saving policies including deployment of energy-
saving lightings, switching off idle lightings, computers
and electrical appliances and equipment, monitoring water
consumption, using of digital technology and recycled
paper, encouraging the use of public transport and using
tele or video conferencing as an alternative to business
travels.

Comprising the Group’s headquarters, offices and
subsidiaries, the Group’s operations cover a total floor area
of 146,658.23 square meter (2017: 146,658.23 m?) and is
accounted for 100% of its GHG emissions.

GHG Emissions

The total net GHG emissions generated by the Group was
19,998.42 tonnes of carbon dioxide equivalent (“tCO,-€”)
(mainly carbon dioxide, methane and nitrous oxide) (2017:
15,489.58 tCO,-€), and the annual emission intensity
due to energy usage was 0.136 tCO,-e/m? (2017: 0.106
tCO2-e/m?). Natural gas used by the Group was the major
GHG emissions during the reporting period.
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The following table highlights the carbon footprint of the

TR AR B #) = 6T B

Group:
2018 2017
—E-N\F —2—-t#F
GHG* GHG*
emissions emissions
Scope Sources of GHG emissions (intCO,~e)  Distribution  (in tCO,-€) Distribution % change
REEZ
RERE" mERE
HERR (LA Heg (LAME
k{14 k- £147:4 Ol
gE REREHERKE EEi) 2 ff EEi) 2 28
1 Stationary (Natural gas and LPG) 14.099.28 911863
EE (RARKRIAAR) o s
71.74% 62.52% 48.13%
Mobile - Gasoline and diesel 04678 565.99
Bay—m R ' '
2 Purchased electricity i & & /7 5,642.02 28.21% 5,796.58 37.42% -2.67%
3 Disposal of paper waste & 4% iz 1 5.27 5.40
Fresh water processing & 7K &z 3% 3.60 0.05% 2.12 0.06% 23.33%
Sewage water processing /5 7K i 1% 1.46 0.86
Total GAG" emissions 19,998.42 15,480.58 20.11%
BERE-AHNE o e S
Carb ission intensi
arbon emission intensity 0.136 0.106 28.50%

The GHG is calculated according to the ‘Guidelines to Account for and
Report on Greenhouse Gas Emissions and Removals for Buildings
(Commercial, Residential or Institutional Purposes) in Hong Kong’ jointly
published by Environmental Protection Department and Electrical and

Mechanical Services Department.

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, which is 82 times of a
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

minimise the adverse effect caused to the environment.
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Another major source of air emission was from the
use of gasoline and diesel-powered motor vehicles for
transportation. Motor vehicles, especially the diesel
powered, emit a considerable amount of pollutants into
the environment. The following table highlights the total air
emission of the Group.

Types of Emissions

BERAE R
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REBHN S —EE2HRIREE
FUm R SmE ) B TIER -
B RRIRHBNE 8@
REHRARETEY - TRIIH
AEENREETFRE -

Emission Data

BER BUR

Sulphur Dioxide (SO») &b HR (SOy)

Hazardous and Non-hazardous Waste Reduction

Disposing of waste generated from exploration and
exploitation of natural gas has huge environmental
impacts and can cause serious problems. 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 sources. 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.
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Regarding non-hazardous waste, paper and its related
stationary were the only waste generated during the
reporting period. A total of 1,097.71 kg of paper (2017:
1,125.15 kg) was used in the offices for administration
purposes. Paper waste was collected by the office
building's management for recycling and disposal.
The Group will continue to monitor its paper reuse and
recycling efficiency to reduce usage and disposal.

2.3.Sustainable Exploitation

Energy Consumption - Electricity

The total electricity consumption of the Group was
5,430,079.00 kilowatt-hours (“kWh”) (2017: 5,579,069.00
kWh), and the energy intensity was 37.03 kWh/m? (2017:
38.04 kWh/m?). It was attributed to the electricity usage
of lightings, air-conditioning, and electrical appliances and
equipment. One of the major electrical equipment being
used is the water pump for the extraction of underground
water in Beiliu, Guangxi. It contributed to 22,685.00 kWh
of electricity usage. The Group will continue to monitor its
performance in the conservation of resources.

Fossil Fuel Consumption - Diesel, Liquefied Petroleum
Gas, Natural Gas and Gasoline

The Group consumed 5,519,246.70 m® of natural gas
(2017: 4,144,748.50 m®) and 3,375.00 litre of liquefied
petroleum gas for operational purposes and the
employees’ residential needs.

The air emission of the Group’s vehicles may affect
the people and neighbouring communities through its
environmental impact. A total of 56,239.06 litres of gasoline
and 35,663.83 litres of diesel (2017: 219,234.04 litres
in total) were being used by the Group’s motor vehicles
during the reporting period. Since the operating locations
such as the CBM wells and the treating factories are in
remote areas, transportation is needed for operational
activities and site-inspection. The Group conducts regular
vehicle maintenance to ensure the vehicles are operated at
their optimal performance to enhance energy use, and the
use of electrical vehicles shall be considered in the future.

2.3.
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Water Consumption

The total freshwater consumption was 8,500.00 cubic
meters (m°) (2017: 141.00 m3) in Yangcheng, Shanxi. The
figure was not available for disclosure in the last reporting
period was the cause of the increase this year. Moreover,
1,095.00 m® (2017: 1,740.00 m?®) of water was being
extracted from underground wells by using the electrical
water pump previously mentioned, it was mainly used
in the gasification station and the living quarters for the
employees in Beiliu, Guangxi. On the other hand, the water
being used in the Group’s headquarters and office was
not recorded as it was included in the management fee
and the Group did not have the related information. The
Group understands the hardship of getting water from
underground, special attention is taken to minimise water
consumption to conserve this precious natural resource.

2.4.The Environment and Natural Resources

The Group is aware of the impacts of CBM wells
exploitation. Environment Impact Assessments were
carried out before the commencement of the exploitation.
The Group made every endeavour to minimise 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;

(b) 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.;

(c) Collect and transport all municipal waste to nearby
collection points;

(d) Cover and fill mud pools to restore the original
geomorphology;

(e) Integrate engineering solutions into the plantation near
the gas wells to prevent soil erosion.

BIR -  HERERERE
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3. EMPLOYMENT POLICIES AND COMPLIANCE 3.

Employees are regarded as the Group’s valuable assets as they
play a vital role in providing good and quality service experience
for customers. Human resource is the key to the Group’s future
development and success. As at 31 December 2018, the
total workforce of the Group was 407 located in Hong Kong,
Beijing, Yangcheng, Shangxi and Beiliu, Guangxi. the employee
composition of the Group is listed in the following table.

BREBERER

BHEEERASENEEESEE -
REERABEFPEHRIT REERY
BRIDEEEAC - ANEBERER
SERKREREKKNNBER R_F
—N\NF+ZA=+—H KAEEET
BEBIOTAN DHREE LR
WL 78 RS 9 8 K B P AL T o N R &

REBWEBHEKIFR
Employee Structure 2018 2017
EEZRE —F-N\F —2—+tF
Total number of employees 407 476
EEBEH
By gender 1% | 7| Male B4 79.9% 79.8%
Female peglis 20.1% 20.2%
By age I F#r 18-25 18 & 25 5% 6.6% 6.7%
26-35 26 £ 3575% 46.5% 46.5%
36-45 36 £ 457% 24.8% 24.8%
46-55 46 £ 5553 17.2% 17.2%
56 or above 56 m% kA 4.9% 4.8%
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3.1.Labour Practices and Compliance

The Group complies with the applicable laws and regulations
on employment, child and forced labour practices. The
Group’s staff handbook is structured to communicate
important ground rules and guidelines surrounding
employment and labour standard, remuneration and
benefits, leaves and holidays, training and development,
business conduct and ethics, and occupational health and
safety. 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. The objective of the
Group’s human resource management is to reward and
recognise performing employees by reviewing their salaries
and wages through the performance appraisal system
based on employees’ performance, experience and
qualifications.

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

During the reporting period, there was no incidence
of work stoppages, labour disputes, litigation, claims,
administrative action or arbitration against the Group.
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3.2. Occupational Health and Safety B2 MEREHEREZS
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Natural gas production, transportation, distribution, and
storage require strict safety regulations and standards
because a natural gas leak could cause an explosion. The
Group understands that maintaining focus on safety in
all aspects of exploitation is of utmost importance; thus,
workplace safety and best practices are emphasised
through specific internal and professional external trainings
to educate and promote safety awareness and practices
among employees. The Group’s occupational health
management system aims to communicate preventive
measures for the development of a positive, healthy and
safe working culture.

The Group’s management is responsible for the reviews
and audits of the safety procedures in the working
environment in accordance with the statutory and industrial
requirements. Through adopting various occupational
health and safety communications such as recurrent
trainings, briefings and notices. Employees are provided
with personal protective equipment such as gowns,
helmets, gloves, eyewear and face masks for protection.
During the reporting period, the Group was not aware of
any material non-compliance with health and safety related
laws and regulations and there was no work-related injury.
Emergency procedures are communicated periodically,
and employees’ preparedness is high.

3.3. Employee Development and Training Policies

To encourage and assist employees in developing their
potential and help them progress is one of the Group
priorities in human capital development. Apart from a
wide range of inhouse training aiming to develop more
competent and skilful employees, external professional and
qualification training courses were sponsored to strengthen
their skills and knowledge, so they can further develop
themselves and progress on their career path.

The Group aims to create an environment of continuous
improvement in which employees are encouraged to
pursue excellence at work and career development.
Besides, the Group encourages lifelong learning and offers
educational allowances to its employees for knowledge
enhancement and career development.
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SUPPLY CHAIN MANAGEMENT

Transparency across the supply chains is one of the top
priorities of the Group. Stringent procurement policies are
established to ensure goods and services are procured in an
honest, competitive, fair and ethical manner that delivers the
highest cost performance. A total of 45 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.

4.
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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 formalise
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
(“IP”) rights regulations. During the reporting period, there
was no material infingement 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.

5.
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ANTI-CORRUPTION POLICIES AND
COMPLIANCE

To uphold and promote the highest standards of ethical
corporate practices and integrity when engaging in the Group’s
business activities, the code of ethics guidelines stipulated
that all employees including the directors must comply with
the applicable laws and regulations with regards to corruption,
extortion, fraudulent activities and conflict of interest in
every legislation in which the Group operates. Directors and
employees should not offer to, solicit or accept anything of
material value from their colleagues, customers, suppliers or
competitors of the Group to ensure businesses are conducted
in an honest and fair manner. The Group complies with relevant
laws and regulations of anti-corruption law of Hong Kong,
Criminal law of the PRC (# % A R £ MEIH)E) and the Anti-
Unfair Competition Law of the PRC {F # A R KB IE & #%
FR).

6.1. Preventive Measures and Whistle-blowing
Procedures

The Group encourages whistleblowing whereas an
employee could report suspected corruption, misconduct,
conflict of interest, or malpractice. All suspected frauds will
be investigated by the Group’s Audit Committee in strict
confidence. Employees are given a copy of the Group’s
code of ethics so that they understand their obligation to
adhere to the ethical standard of the Group. During the
reporting period, there was no related fraudulent cases
reported against the Group.
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7. COMMUNITY INVESTMENT

7.1.Community Care

The Group recognises the importance of corporate social
responsibility. As a member of the Qinchi community of
Yangcheng, Shanxi, where labour and infrastructure are
provided, the Group has actively participated and made
charity donations to the cultural events of the community.
Besides, to protect the environment of Qinchi, the Group
has been planting trees to reduce air pollution. Monetary
donations for scholarships and non-monetary donations of
books and stationery are made annually to the children in
the Qinchi community.

The Group will continue to explore opportunities in
contributing to educational and environmental related
programs in the future to support and build stronger bonds
with the communities it serves.
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