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Foreword
FE

CITIC Resources Holdings Limited (the “Company” or “CITIC Resources”), its subsidiaries and joint
venture (collectively, the “Group”) is pleased to present its Environmental, Social and Governance
Report for the year of 2016 (the “Report”). The Report serves as an important tool to communicate
to all stakeholders the Group’s achievements in practising corporate social responsibility and
promoting sustainable development, and to demonstrate its commitment and efforts on the
economic, social and environmental fronts.

The Group manages a diversified business portfolio with business activities in energy, metals and
the import and export of commaodities sectors. The Group makes persistent endeavour to conduct
business in a sustainable manner. The scope of the Report currently covers only CITIC Resources and
its subsidiaries and joint venture over which CITIC Resources has a majority or joint control on their
operating policies. In the future, we may consider expanding the reporting scope to include other
joint ventures, associate and financial asset as appropriate. The companies included in the Report
are as follows:

e  CITIC Resources, the head office of the Group in Hong Kong;

o  HEAMBITHEE(JER)BRZA R (CITIC Petroleum Technology Development (Beijing) Limited)
("CITIC Petroleum”), an indirect wholly-owned subsidiary of the Company, engaging in oil
technology developments in Beijing, China;

o CITIC Oil & Gas Holdings Limited, an indirect wholly-owned subsidiary of the Company, owning
50% voting shares of JSC Karazhanbasmunai ("KBM") which engages in the development,
production and sale of oil and holds the right to explore, develop, produce and sell oil from the
Karazhanbas Oil and Gas Field in Mangistau Oblast, Kazakhstan (the “Karazhanbas oilfield")
until 2035;
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o CITIC Haiyue Energy Limited, an indirect wholly-owned subsidiary of the Company, owning a
90% interest in Tincy Group Energy Resources Limited (“Tincy Group”) which holds the right to
explore, develop and produce petroleum from the Hainan-Yuedong Block in the Bohai Bay Basin
in Liaoning Province, China until 2034. Tincy Group is currently operating the Yuedong oilfield
(the “Yuedong oilfield”), the principal field within the Hainan-Yuedong Block, jointly with China
National Petroleum Corporation;

o CITIC Seram Energy Limited (“CITIC Seram”), an indirect wholly-owned subsidiary of the
Company, owning a 51% participating interest in the production sharing contract which grants
the right to explore, develop and produce petroleum from the Seram Island Seram Non-Bula
Block, Indonesia (“Seram Block”) until 2019; and

o CITIC Resources Australia Pty Ltd, an indirect wholly-owned subsidiary of the Company, which
its subsidiaries manages the operations of the import and export of commaodities in Australia.

The Report has been prepared in accordance with the Environmental, Social and Governance
Reporting Guide (the “ESG Guide"”) as set out in Appendix 27 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited. The Report primarily highlights the Group’s
major initiatives and activities implemented from 1 January 2016 to 31 December 2016 (the “reporting
period”). To present a full picture of the Group’s sustainability performance, the Report has been
prepared with reference from the new version of the ESG Guide published in December 2015.

In 2016, with a view to reflect the feedback and suggestions of stakeholders more comprehensively,
the Group commissioned an independent consultant, Hong Kong Productivity Council, to conduct
a "Stakeholder Engagement Survey” that involved employees of our subsidiaries and joint venture
and some major investors. Through questionnaires and personal interviews, we gained insights into
respondents’ expectations for report contents. Based on the findings, the priority (i.e. “materiality”)
of environmental, social and governance issues was analysed. Accordingly, the Report focuses on
the material environmental, social and governance matters listed below, with the disclosures made
reference to the corresponding indicators specified in the new version of the ESG Guide for easy
reading.
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Protecting the Environment
RERIE

The Group attaches importance to balancing the needs of business growth and environmental
protection and valuing the harmonious development of people and nature. We integrate
environmental protection across all activities and operations at all oilfields, and endeavour to make
continuous improvements and enhance resource utilisation efficiency through a wide range of
measures to mitigate the environmental impacts arising from our business operations. Guided by a
common value to “make industrious effort into protecting the natural environment of all operation
sites and adjacent communities”, we adhere to local environmental laws and regulations, develop
internal environmental management guidelines and monitor environmental performance regularly.
We also employ various low-carbon techniques and carbon reduction measures to reduce the
consumption of electricity, fuels, water and other resources. No cases in significant breach of local
environmental laws and regulations were reported in 2016.

Pursuant to the local environmental laws and regulations of the Kazakhstan, the Karazhanbas oilfield
has been implementing a set of well-proven environmental schemes and action plans. Firstly, the
atmosphere, soil, water, flora and fauna, radiation around the oilfield and marine water quality in
the Caspian Sea are monitored. Secondly, emission standards and design plans are set forth and
submitted for approval from relevant local authorities. Thirdly, tests are carried out by independent
agencies and laboratories to measure the status of airborne pollutants and emissions as well as
wastes from production. Fourthly, oil sludge, electronic and chemical waste, and domestic refuse are
disposed of and treated promptly. Fifthly, environmental activities and greening projects are carried
out in the oilfield. The Karazhanbas oilfield has developed an environmental monitoring system that
encompasses various types of potential pollution sources/equipment and assesses environmental
impacts quarterly at workplaces, contract zones and other sites. In addition, the Karazhanbas oilfield
has set up an emergency response plan for high-risk facilities in place, endorsed by the authority, to
reduce adverse environmental impacts arising from operational emergencies.
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Protecting the Environment
RERIE

Case Study:

GEE

The Karazhanbas oilfield has drawn up a 10-year plan to administer “historical environmental
issues”. Since its acquisition of the Karazhanbas oilfield in 2007, the Group has continued to deal
with environmental issues inherited from past operations. Over the past years, the Karazhanbas
oilfield has continued to enhance all-around remedial actions and improvements and fulfil its
environmental responsibility according to its annual plans. During the reporting period, although its
financial performance was adversely affected by continuing low oil prices, the Karazhanbas oilfield
introduced an Environmental Work Plan for 2016-2025. First of all, it is committed to addressing the
environmental issues occurred in the current year in a timely manner. Second, it will take a step-
by-step approach to resolve the historical environmental issues. At the same time, the Karazhanbas
oilfield will make reviews on and implement viable underground and surface waste oil treatment
processes. Environmental protection and mitigation efforts will proceed in full force and overall
environmental maintenance and restoration at operation locations will be strengthened. The plan
has been approved by the local environmental protection authority.

Pursuing excellence in environmental performance, the Yuedong oilfield has developed comprehensive
manual and guide as well as targets and indexes to standardise environmental practices under
its Health, Safety and Environment ("HSE") systems. The Yuedong oilfield has also drawn up the
General and Specific Contingency Plans and Response Plans for Environmental Emergencies at
Onshore Terminal Processing Plant, and organizes a comprehensive offshore emergency drill on
an annual basis in order to enhance managers’ and staff's operational preparedness and handling
skills. In addition, the Yuedong oilfield has also installed oil spill recovery facilities, enclosed separate
conveyor systems for oil and gas and pipeline emergency cut-off systems on the artificial islands
and onshore terminal processing plant, which help prevent environmental pollution and protect the
operational area. The Yuedong oilfield has, on an annual basis, conducted environmental monitoring
at the platforms and the onshore terminal processing plant respectively with the assistance of the
local government’s monitoring centrals during the operating period.

Karazhanbas Oilfield Embeds Environmental Protection in Management
Karazhanbas i H It EE BRI MIFRR T4

Karazhanbas )l i #l|E +4F [ELEBRREE ] BB
£l - 2007 & F {5 B R 5T 5K ¥T Karazhanbas ji H #) 14 5 A
% ERZFLEBNEREEZTERIEMBR - ZF
K » Karazhanbas J#i B #IE FE 5T 8] - £ 2 LAEH IR ER
AR BITIRREM - BREHR - ERIBHERFEK
REDHAN BRI ERK BT EMIERT - Karazhanbas
JRASIE T 2016-2025 FIRIRTERTE] - ——RAHHEF
BEMRREERFRL  —SERNELEBNRREE
BIEEGE SR RE A R ¢ R TS B T A )5 h R
BHAETE  HEBIEAIEERET(E  JNa/EXBIE
KRB RENSE - 5T EIE LIS EHIRIRIPIAILE -

AEROm ARG BN AR - 22 MIRE ([HSE)) B2
R BRI T EERRENES  SIEARNBERRIE
1R NERARRREA - ARHAESIE T(RE HEIR
ESTARIRCE FREPERERERBEMHESTRR)
RESFET - RNELGAEREE  REEEAR B
EABRESER - BIEENTERERS 1t/ - ARM
HEEBEATERE FEPREURERNMRERE - A
TEHREM & - EREIEE RS - BHIERESR
REFEXRE - ARHAZEBAARREENTLE
FRREEELHRE LV aME ST RRNRTEE
Al o

2016 Environmental, Social and Governance Report —ZE—AEERE - H EREHRBRE



Protecting the Environment
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Emissions sampling from
a drainage tank and a gas
turbine at CITIC Seram
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Protecting the Environment
RERIE

In accordance with the local environmental laws and regulations of Indonesia, CITIC Seram further
strengthened water and air pollution control, hazardous waste management and oil effluent
emission control. An independent laboratory was commissioned to assess environmental impacts
of its production processes on a regular basis. Based on the test results, CITIC Seram deployed
corresponding preventive measures, including building leakage-proof walls around oil storage tanks,
purchasing additional special equipment, setting up an emergency response group and organizing
regular drills, to prevent leakage and upgrade handling capacity. As important parts of HSE, the
environmental audit system and accident reporting system can monitor various types of emissions
effectively to ensure their levels in conformance with local environmental requirements. Any
abnormal circumstances are investigated and addressed by responsible staff. CITIC Seram also
conducts environmental impact assessment on specific issues. With various green initiatives in
place, CITIC Seram was granted the Environmental Award (PROPER BLUE) from the Government of
Indonesia again in 2016.

Carbon Reduction

With a view to reduce exhaust gas, greenhouse gas and other polluting emissions, all oilfields make
assiduous efforts to control and regularly monitor actual emission levels to comply with emission
standards.

All oilfields implement various emission reduction initiatives. By using associated natural gas to
partially replace commercial fuel, the oilfields have reduced the transportation and consumption
of commercial fuel thus lowered the associated exhaust and carbon emissions. CITIC Seram has
stringent controls and monitoring measures for gas emissions. Samples are taken by a third party
agency for examination and the results are reported to the local regulatory authorities every six
months.
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Case Study: Emission Reduction Measures at Yuedong Oilfield
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The equipment of
the onshore terminal
processing plant at
Yuedong oilfield

REOmAPE & ERIRh

The Yuedong oilfield has applied steam as a cleaner energy source for heating oil and substituted
some fuel with associated natural gas to reduce exhaust and greenhouse gas emissions connected
with transporting and using of commercial fuel. In addition to introducing energy saving measures,
technical parameters of the onshore terminal processing plant were also set in a proper range.
Although the amount of coming liquid increased by 120,000 tonnes when compared to 2015, the
amount of crude oil, used as fuel for the onshore terminal processing plant, reduced by 81 tonnes.
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Protecting the Environment
RERIE

Waste Management

The Group is guided by a set of principles, including “managing waste according to environmental
requirements and with lifecycle concept”, to enhance waste management. Three oilfields continue
to strengthen their waste treatment and disposal measures, sorting waste by type and sending for
treatment by qualified contractors.

The Karazhanbas oilfield ensured that the disposal of waste was strictly in compliance with the
local environmental laws and regulations and the amount of waste disposal was reduced as far as
possible. Construction waste was delivered to treatment plants qualified by the regional government
for proper handling. Waste sludge and drilling fluid from oil wells were also taken for detoxification
by contractors. Contractors were required to provide laboratory analysis reports to ensure all
processes in conformance with environmental requirements.

At CITIC Seram, non-hazardous waste was separated at the source and recovered for reuse as far
as practicable. Only waste which could not be recycled was incinerated or landfilled. In particular,
lubricants from well work-over and production as well as crude oil drawn or filtered from oily water
treatment facilities were recovered for reuse.

In observation of the National 13th Five-Year Plan, the Yuedong oilfield has been upgrading
production technologies and increasing materials recovery and recycling to reduce pollutant
emissions. Qualified contractors, authorized to handle hazardous materials, were appointed to carry
out detoxification according to statutory requirements to facilitate reuse of resources.

Energy Use Efficiency

As an operator in the oil and gas industry, the Group embraces a core value of “protecting and
using natural resources in a prudent way”. We keep an eye on the entire course of business, from
exploration, development to production, and employ advanced technologies and equipment to
enhance the rate of utilisation for energy and water, resulting in higher resource efficiency.
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Protecting the Environment
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The Karazhanbas oilfield has phased out energy-intensive old light fittings and installed a new
energy-saving lighting system to reduce power consumption. The old lights were recovered by a
contractor for disposal in an environmentally friendly manner. The Karazhanbas oilfield is planning
to introduce other new energy-saving facilities in the future, such as energy-saving transformers and
induction generators, to further improve energy efficiency. The oilfield’s gas turbine and reboiler
furnace use mainly outsourced natural gas and associated natural gas produced on-site. Applying
energy-saving steam generators, the efficiency factor of the generators has been further improved.
Tests are carried out every year to ensure a high operating efficiency of the generators and reduce
the consumption of outsourced natural gas.

Case Study:
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Effective Use of Associated Natural Gas at CITIC Seram and Yuedong Qilfield

CITIC Seram has taken environmental factors into account early in the design stage of oilfield
facilities. At its major production facilities and operation zone, the energy source of gas turbines has
switched from diesel to associated natural gas, generating electricity for the plant, well site and camp
site. Annual usage of associated natural gas was around 13,300,000 cubic metres, representing
about 68% of total annual output of associated natural gas. An estimated 10,500 cubic metres of
diesel could be saved as a result for major production facilities and operation zones per annum. By
using associated natural gas as fuel, CITIC Seram could generate enough electricity to satisfy almost
all production needs, thus minimised the demand for outsourced electricity. The annual electricity
self-generated on site reached around 13,000,000 kilowatt-hours in 2016, representing about 99% of
the total electricity consumption of CITIC Seram.

The Yuedong oilfield has implemented a series of energy-saving measures throughout the production
process. Clean energy is used to promote resource efficiency. During the reporting period, the fuel
gas systems of two high-voltage gas injection boilers on Platform B were modified. Addressing the
challenging issue that the gas injection boilers frequently turned itself off due to a high temperature
and moisture content of associate natural gas, the Yuedong oilfield retrofitted an air cooler at the
back of the fuel gas separator. As a result, the temperature of associated natural gas entering the
system dropped from 80°C to 26°C, reducing the moisture content and fully meeting the operation
requirements of the gas injection boilers. During the reporting period, Platform B completed gas
injections on 16 wells powered by associated natural gas, consuming 1,560,000 cubic metres of
associated natural gas and saving 1,395 tonnes of crude oil.
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Protecting the Environment
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Natural gas air cooler
at Yuedong oilfield

AR BBRARZERR

[

Water Management

Set in remote areas or located far away from the land, three oilfields draw freshwater from the
natural environment to accommodate the need of production and domestic. All oilfields incorporate
a mission “to cherish water resources and enhance water utilisation efficiency” throughout their
operation processes, and encourage their teams to put it into practice for both work and life.
Employees are reminded to preserve water at all times and minimize the usage of fresh water
whenever possible. The Group will apply new treatment technologies to promote water recycling
and reduce the reliance on natural water sources.

Preserving Water

The Group makes efforts to preserve water, and water consumption trended down in 2016.

At CITIC Seram, groundwater is drawn from water wells in the oilfield in a measured manner,
recovering only a limited amount to meet the need of daily operations and domestic uses of staff

living quarters. To monitor and control actual water usage, CITIC Seram records the consumption of
each well in detail with water meters and reports to the local authorities at regular intervals.
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Protecting the Environment
RERIE

There is one well on each of the two artificial islands at the Yuedong oilfield to provide freshwater for
domestic uses, while the production and domestic water supply for the onshore terminal processing
plant relies on the municipal water service. To avoid spillage due to an excessively high fluid level,
the Yuedong oilfield would adjust water supplies from the wells and municipal water network based
on the fluid level in the freshwater tanks and actual consumption. Freshwater pipelines are checked
regularly. Action is taken immediately if any leakage is detected to prevent wastage of freshwater.
Promoting “No good deed is too trivial”, the Yuedong oilfield posts reminders such as “Turn off
the faucet to save every drop” and “Don’t leave the tap running” around the facilities, in an aim to
prevent taps from being left running.

Wastewater Treatment and Recycling

Throughout the process of oil recovery and production, the Group actively prevents and controls
water pollution and recycles wastewater. To minimise adverse impacts on the surrounding
environment, oily water and sewage water produced at three oilfields are collected and discharged
only after they have undergone treatment in a series of stages to comply with the emission
standards or even lower. Domestic sewage is filtered by special equipment. Some of the treated
sewage is applied for irrigation of urban greening, as a way to reuse wastewater.

Oily water recovered in the Karazhanbas oilfield is treated for oil and water separation and filtering,
then oil sludge is recovered and the wastewater is reinjected. There are treatment facilities at
the living quarters to treat sewage and discharge the treated wastewater into an artificial tank to
evaporate or re-injected into an underground water storage tank. These measures can minimise the
pollution to groundwater and surface water.

At CITIC Seram, wastewater from the well site and refinery plant undergoes treatment in multiple
stages. After going through a skim oil tank and a settling system for the first settlement, wastewater
is subject to further separation and settlement induced by a spraying system at a new skim oil pond,
followed by a final settlement in another skim oil pond, to ensure all indicators in conformance with
the emission standards. Domestic sewage is treated centrally by a sewage treatment plant before
discharging, with the effluent being sampled every month.
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Protecting the Environment
RERIE

Case Study:

fE=x : ARMESEE 57K IR 2458

During the reporting period, the offshore sewage discharge systems of all platforms at the Yuedong
oilfield were examined to keep tabs on actual operation. Alerted by unstable discharge indicators
of domestic sewage, the Yuedong oilfield decided to upgrade the existing system. After thoroughly
researching domestic equipment suppliers and in-service offshore sewerage systems in Mainland
China, and giving due consideration to actual conditions of its offshore platforms, the Yuedong
oilfield formulated an appropriate modification plan. Following the upgrade and improvement of
domestic sewage discharge system, actual Chemical Oxygen Demand (COD) of discharged sewage
was much lower than the emission standard. After production wastewater (including oily water)
from the onshore terminal processing plant was treated by an external party to ensure all indicators
complying with the local environmental requirements, the treated wastewater was reused for
irrigation in the New District of Liaodong Bay.

Enhancing the Ecological Environment

CITIC Seram launched an afforestation programme during the reporting period. Under the agreement
for the use of land between CITIC Seram and the Forestry Department of Indonesia, CITIC Seram
rolled out this afforestation project in its 450-hectare land use area. A total of 281 trees were
planted around major production facilities in 2016 to enhance the ecological environment of the
production zone.

oa

:

Upgrading Offshore Sewage Discharge System by Yuedong Qilfield
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Caring for Our Staff
RERAT

As a multi-cultural organisation, the Group employs more than 2,700 people in operations across
Hong Kong, Mainland China, Indonesia, Kazakhstan, and Australia. Over the years, driven by the
belief of “staff is our most valuable asset and wealth”, we have devoted substantial resources to
create a fair, safe and healthy working environment for our people, while articulating policies and
guidelines to support an effective training system which continues to expand the horizons for staff
career development and encourage their personal growth. To attract and retain talents, the Group
also offers comprehensive package of benefits and reviews remunerations regularly to protect
interests of the workforce.

The Group regards operational safety as a high priority when it comes to safeguarding staff well-
being. Placing a strong emphasis on workplace safety and health, the Group adheres to all local
production safety laws and regulations as well as requirements for preventing and controlling
occupational diseases. The Group follows a work approach of “safety first, prevention focused, and
integrated management”, and we always remind ourselves of the safety concept that “all accidents
are preventable and avoidable”, which serves as firm groundwork for our safety management efforts.

Awareness for accountability is promoted across all oilfields, highlighting that “those who are in
charge should take responsibility”. Safety controls are implemented strictly, and safe operation
procedures are in place. To enhance equipment-related safety and minimise the risk of accidents,
checks, tests and audits are carried out regularly. Our oilfields continue to improve their emergency
response management and preventive mechanism for different types of incidents. We strive
to strengthen employees’ competence in handling potential risks in the workplace by issuing
operational guidelines and warning notes and providing training on specific safety issues. The Group
pursues a goal of “Zero Accident” at all workplaces. We have made continuous efforts to enhance
and fully implement HSE management procedures and processes, and apply various HSE measures
such as distributing HSE manuals, procedures and instructions to enhance staff awareness on health,
safety and environmental protection and safeguard employees’ personal safety.
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Caring for Our Staff
RMERT

All oilfields have put in place necessary security systems and detection systems for production
equipment or facilities. In the event of any detected malfunction on pressure controls, temperature
controls, fluid level controls, safety valves, or any failure of fire service systems or gas detection
systems, alarm signals will be activated immediately to alert operators to apply caution and replace
defect parts timely. Site workers of the oilfields are required to wear qualified personal protective
equipment, particularly when engaging in certain high-risk operations for which specified labour
protective gear and safety equipment are strictly mandatory to ensure personal safety. In 2016,
there were no fatal accidents or work-related injuries resulting in more than 7 days of leave.
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Caring for Our Staff
RMERT

Case Study:

HESR CITIC Seram ZENE 2016 & MIGAS 22 4 EE 8

CITIC Seram Garnered the 2016 MIGAS Safety Award

The Seram Block operated by CITIC Seram recorded more than 6 million man-hours without a single
lost-time injury between 12 June 2013 and 31 March 2016, surpassing the safety standard set by
the local government which requires at least 5 million man-hours without any lost-time injury for
medium-sized upstream oil recovery companies. In recognition of its safety performance, CITIC
Seram was presented with the safety award by Indonesia’s Directorate General of Oil and Gas,
Ministry of Energy and Mineral Resources (“MIGAS”) in August 2016. The MIGAS Safety Award is an
annual award competition open for companies engaging in the upstream and downstream oil and
gas industry in Indonesia.

Case Study:

Comprehensive Emergency Drills
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In order to enhance managerial’ and staff's operational preparedness and readiness to unexpected
emergencies, three oilfields, on an annual basis, organise comprehensive emergency drills to
minimise personal injuries, environmental pollution and property loss. During the reporting period,
the HSE and medical teams of CITIC Seram joined forces in an emergency medical evacuation drill at
Bula Airport. This exercise helped team members to respond calmly and organise proper rescue in
emergency situations, so as to safeguard individual lives and safety to the greatest extent.

Joint emergency medical evacuation
drill by HSE and medical teams of
CITIC Seram at Bula Airport, Indonesia
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Caring for Our Staff
RMERT

HSE Management of Yuedong Oilfield

A Rh A HSE &2

The Yuedong oilfield has developed a two-tier safety inspection and audit mechanism that expands
the coverage from site inspection to production management process audit. The roles and
responsibility are well defined for conducting professional inspection and audit for production, work-
over, steam injection, oil-gas gathering and transfer, oil-gas storage and transportation, offshore
engineering and construction, maintenance and repair operation and electric maintenance, with
an overall inspection coverage of 100%. The HSE department arranges safety audits every quarter,
also achieving 100% coverage. There are quarterly safety meetings to review performance, while
audit findings and implementation of improvement measures are included as part of the Yuedong
oilfield’s annual performance appraisal. To offer explicit provisions on how to ensure a safe
working environment, protect employees from occupational hazards, and apply personal preventive
measures, the Yuedong oilfield has revised a number of procedures and instructions of its HSE
management system. These include Hazards Identification and Risk Evaluation Control Procedure,
Occupational Health Management Procedure, Personnel Health Management Approach, Personal
Protective Equipment Management Rules, and Hydrogen Sulfide Prevention Measures. Moreover,
assessment has been carried out to identify site hazard factors and risks at the Yuedong oilfield.
Based on the assessment results, signs of occupational hazard warnings or safety production risks
are posted around to remind staff of major risks and preventive measures.

The Yuedong oilfield has also developed a document titled “Health, Safety and Environment
Protection Management Procedure for Contractors” under its HSE management system, clearly
stipulating contractors’ environmental and safety responsibilities. The Yuedong oilfield has
drawn up specific requirements for offshore operation contractors and suppliers working with
hazardous chemicals. Offshore construction enterprises must be professionally qualified for marine
operations. Offshore operators must have qualification known as “four certificates”, demonstrating
their professional skills for marine lifesaving, fire fighting, first-aid and raft operation. Specific
requirements are in place for the management and use of dangerous materials. The Yuedong oilfield
has also introduced an assessment mechanism which is now included in all contracts with long-term
contractors. Points may be deducted when a contract project fails to meet the assessment criteria.
In connection with contract fees, these deducted points may lead to a reduction in final settlement.
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Caring for Our Staff
RMERT

CITIC Seram Strengthened Individual Occupational Safety and Health Awareness

CITIC Seram /ina& (& A B 2262 = 55

Aiming to promote the well-being of our staff and contractors for years, CITIC Seram has introduced
different measures to safeguard their physical and mental health. At CITIC Seram, occupational
health examinations are arranged for staff and contractors every year. Health examination results
are analysed by the professional medical team, which creates an occupational healthcare file and
develops a health management plan. In 2016, more than 250 staff members, 10 family members of
staff and 97 employees of contractors took the health examination. In addition, CITIC Seram also
publishes a bimonthly health newsletter prepared by the in-house medical team, puts up posters
on health and hygiene topics in public areas, and distributes the Health Factsheet, to enhance
employees’ awareness for preventing and controlling occupational diseases.

The number of Hepatitis B cases had seen an increase in the communities adjacent to the operation
area of the Seram Block since 2015. The medical team of CITIC Seram launched an immunisation
programme in 2016 to protect all employees and contractors with vaccinations, particularly boosting
Hepatitis B vaccination. During the reporting period, no new Hepatitis B case was recorded at the
Seram Block.

People Development and Training

“People are the very foundation and driving force of a company’s sustainable development”. The
Group provides staff with clear training and development plans that offer continuing education and
training throughout different stages of their careers. We also maximise staff potentials through
diverse career paths. Over the years, the Group has cultivated and retained a workforce of high-
calibre professionals. It is our vision to support their personal growth in tandem with our own.
Although the Group's performance experienced a decline in 2015, with the unstinting and concerted
efforts made by our capable and reliable team, the Group’s financial results improved significantly in
the difficult market conditions in 2016. The Group recorded a profit attributable to shareholders of
HK$363 million at the end of the reporting period, achieving the targets set at the beginning of the
reporting period successfully.
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Caring for Our Staff
RERTL

As at 31 December 2016, there were 2,707 staff members in the Group’s workforce, of which the

compositions are illustrated as follows:

Percentage of workforce by gender
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Caring for Our Staff
RMERT

Aiming to support both personal development and business growth, the Group has developed a staff
training programme. Employees are encouraged to take a wide range of courses in three major
categories: mandatory, professional and personal qualities training. These training and practice
opportunities are ideal ways to improve professionalism and all-around competence. The Group
also strives to enhance professional skills of employees while promoting teamwork spirit, sense of
belonging and self-fulfilment through organising activities such as seminars, teambuilding events,
occupational skill competitions, and sports competitions.

During the reporting period, staff of all grades and categories completed a total of 141,000 hours
of training. For HSE training focusing on safe production knowledge and skills, particularly courses
on well operations control and safety management, average training hours per person was close
to 40 hours. Non-HSE training, on the other hand, totalled 35,100 hours, i.e. 13 hours per person.
Percentages of staff completing training by employment category are as follows:
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Caring for Our Staff
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Immersion in Local Culture at Karazhanbas Qilfield

Karazhanbas jii FH E245% g A & 1 3 (b

The Group believes that “the best management approach should be versatile and acclimatising”.
We encourage interaction and exchange between staff members of different cultural backgrounds.
The Karazhanbas oilfield began preparing a Kazakhstan language course early in 2014. The oilfield
production division which has the most frequent contacts with site workers in Kazakhstan has
designed materials to teach Kazakhstan vocabulary and phrases for daily work and living. The
Kazakhstan language, culture and history training programme for Chinese personnel was launched
in 2016. All participants agreed that the course presented a full picture of Kazakhstan’s history,
heritage, language and folk customs. The course has helped them immerse in the local community
and enable more effective communication with local partners.

Policies and Benefits

Complying with all local employment laws and regulations, the Group ensures that all employees
enjoy statutory rights and fair treatment. We respect the personal values, religious faith, and privacy
of our employees regardless of their nationalities, races, genders or cultural backgrounds. The use of
any child labour, forced labour or mandatory labour is strictly prohibited. Any violation of applicable
laws and regulations shall be reported to management for extensive investigation according to the
Group’s internal guidelines and codes. Relevant departments will be notified to carry out remedial
actions in case any non-compliance is identified during investigation.

Taking full account of our people’s interests and needs, the Group offers comprehensive and
competitive remuneration and welfare packages to attract and retain talents and boost our
competitive edge. The Group is dedicated to improving the staff performance appraisal system under
which promotion opportunities and salary adjustments are based on individual work performance.
This system motivates staff members and promotes the realisation of their self-value. We also offer
an all-encompassing package of benefits and insurance to uphold adequate living standards for staff,
including annual leave, marriage leave, compassionate leave, maternity leave, paternity leave, jury
leave and medical coverage in accordance with local regulations.
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Caring for Our Staff

RERATI

The Group makes every effort to establish a harmonious and stable workforce relationship, REEBBBERES TNHEEENERER  BEIRAX
maintaining a low staff turnover of 3%. As at 31 December 2016, staff turnover rates of the Group KE3%° #HZE2016F 124318 » AEBME TRAE
were as follows: wn
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Caring for Our Staff
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We help employees strike a balance between work and life through various means to strengthen
staff’'s sense of belonging, such as organising staff activities, creating a healthy and interactive
working environment. CITIC Resources arranges staff activities, including annual dinner, birthday
lunch and festive celebrations for empoyees. Periodic team-building exercises and staff awards
presentations are also held as communication platforms for colleagues from different divisions to
boost solidarity and morale.
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Karazhanbas Qilfield Goes the Extra Mile for Staff Well-being

Karazhanbas &% 8 T a4k

Committed to creating a comfortable, healthy and safe environment for staff, the Karazhanbas oilfield
maintains and upgrades living, sports, cultural and recreational facilities for site personnel every year.
During the reporting period, the Karazhanbas oilfield invested in improving the living and working
environment of the oilfield, including renovation of living quarters, building up a new football pitch
and a gym, and refurbishing the staff canteen. A professional agency was commissioned to conduct
assessment of workplace hazards like noise and air pollution across all positions at the oilfield site,
and to make recommendation on improvement measures and plans. Safety training is organised
regularly and the eight safety production codes of conduct developed by The KazMunaiGas are well
observed. Safety messages are promoted via calendars and noticeboards. Employees are required
to pass a body check before commencing duties every working day, and a comprehensive health
check-up annually. Appropriate treatment and convalescent care are given as required based on
individual physical condition.

The Karazhanbas oilfield cares about retired personnel’s quality of life, and is willing to lend a helping
hand when retired staff and their families encounter financial difficulties. Financial assistance is
offered to help them back on track. During the reporting period, the Karazhanbas oilfield provided
material assistance to 96 employees experiencing hardship, focusing on medical treatment and
rehabilitation, children’s education, home maintenance and other purposes, etc.
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Caring for Our Staff
RMERT

Yuedong Oilfield Hosted Awards Presentation Ceremony to Commend Outstanding Staff

ARMABITEFETIRTYAE

The Yuedong oilfield held its 2016 annual review meeting in March 2016. During the meeting, seven
outstanding employees and two outstanding managers were commended for their performance in
2015. Amid a challenging market condition due to depressed global oil prices, the Yuedong oilfield
mobilised the entire workforce to make steadfast efforts with true professionalism, while continuing
to foster a culture of “innovation, integrity and being pragmatic”. Playing their part as practitioners
of CITIC oil business strategy, our staff strives for excellence with true CITIC spirit.

20163 A AERHMMAABM2016FIEE# > @ X
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The Yuedong oilfield
hosted awards
presentation ceremony
to commend
outstanding staff
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Responsible Operations
ERENEEER

The Group upholds a high standard of business integrity on all fronts of operation. All staff members
are required to observe a set of corporate policies and procedures and uphold high ethical standards
when conducting business activities. We apply ourselves continually to improve the efficacy and
effectiveness of supply chain management. By exploring different means and channels to strengthen
the cooperation with stakeholders, we aspire to build long-standing relationships on mutual trust, so
as to fulfil social responsibility together with all business partners.

Market Practice

The Group operates across different geographical regions and countries. In the day-to-day operations
and management, the Group strictly comply with applicable local laws and regulations related
to sales protection and credit control, oil production and quality control, privacy and information
security, trademark, patent, and intellectual property. During the sales and transportation of crude
oil products, all parties concerned are required to sign confidentiality agreements for the protection
of confidential data or proprietary information. Unless written consent is obtained from both parties,
no such data or information shall be disclosed to any third party.

In addition to offering diverse training programmes to enhance employees’ professional skills
and overall competence, the Group also actively reinforces a high level of business ethical values
and commitment to compliance among the staff. We work proactively to enhance the Group's
compliance management system to prevent conflict of interest involving the management or
employees.
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Responsible Operations
ERENEETR

The Group have developed a whole set of codes and systems to ensure that all procurements are
tightly regulated to prevent all acts and methods of corruption, fraud and bribery. According to the
Yuedong oilfield’s policy, staff is prohibited from visiting or contacting any prospective contractor or
supplier prior to tendering or requesting for quotation without authorized approval. When dealing
with unfamiliar services or supplies, centralised arrangements will be made by the oilfield to inquire
and communicate with prospective contractors or suppliers, in order to determine an appropriate
purchasing strategy. If an interview with a bidder is necessary, such meetings, approved by an
authorised officer, should take place during working hours at a specified office in the presence of at
least two business and technical bid evaluation staff members. The entire process of bid opening
should be recorded with a video camera and saved in an electronic format. Audio recording should
also be made for all negotiations and electronic files should be saved for record. Unless approved
by an authorised officer, no employee may meet any bidder outside working hours and the specified
office for any matter related to tendering.

In 2016, there were no complaints or reports about non-compliances to the applicable laws and
regulations on fraud, extortion, money laundering, corruption or bribery.
Quality Management

The Group is dedicated to providing quality products and services to our customers. During the
reporting period, no recall cases or complaints were reported.
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Responsible Operations
ERENEEER

During the reporting period, with a view to stringently control the quality of oil products, the Yuedong
oilfield continued to improve its quality assurance procedures. A two-tier inspection system has
been deployed to assure product quality. Samples are taken for internal tests before engaging third
parties for further quality inspection. The China Certification & Inspection Group (CCIC) and a third-
party testing company (SGS) are engaged to jointly examine oil quality before delivery. The positive/
negative deviation between the water testing results generated by CCIC and SGS should not exceed
0.2%. In the event of a deviation exceeding 0.2%, the oil discharging operation must be suspended
for re-test. The management may visit the production site without prior notice to observe on-site
sampling, and to carry out random checks at the laboratory both on the testing procedures and past
test data. During the reporting period, the onshore terminal processing plant of the Yuedong oilfield
completed its production parameters enhancement exercise and strengthened the integration
throughout operations, so as to ensure that all indicators of crude oil for external sales adhere to
contractual requirements.

Supply Chain Cooperation

The Group maintains close links with suppliers and contractors. Embracing a philosophy of “working
and growing hand in hand”, we endeavour to enhance sustainability performance of the Group
as well as our suppliers and contractors. To ensure that all supply chain management measures
are fully compatible with local requirements, we specifically request suppliers and contractors to
perform and observe all applicable local laws and regulations.

During the reporting period, the Group managed to supervise and safeguard the compliance of
contractors and suppliers, ensure that safety, training, equipment and staffing in production and
operation meet relevant requirements, and the quality of products or services provided by suppliers
and contractors adhere to the industry standards. Such conformity promotes the achievement
of all safety, quality and progress targets. During the reporting period, the Group engaged all the
contractors and suppliers through either carrying out assessment or requesting for self-declaration.
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Responsible Operations
ERENEEETR

The Yuedong oilfield lists all contractors and suppliers, from which the oilfield has procured services
or products in the past, into its contractor and supplier database. As part of its business information,
this database is administered in real-time scientifically and dynamically. The performance of
contractors and suppliers in various projects is updated continuously, and the consistency and results
of their performance are evaluated comprehensively. Only those who offer quality services and/or
products at competitive prices are shortlisted for the selection process of future procurements.

The Yuedong oilfield evaluates the supply chain, procurement strategy and procurement cost from
time to time, as well as steps up controls over the procurement process and quality. The Yuedong
oilfield focused on the root causes of costs control to effectively address the challenges posed by
long-term depressed oil prices. To further improve its procurement system, the Yuedong oilfield has
prepared and published the Procurement Practical Guidelines to regulate purchasing processes and
approaches. A business tendering committee has also been set up to optimise the quality of goods
procurement decisions, tighten control of procurement pricing, and ensure that procurement prices
are reasonable by better monitoring on procurement contract execution and prudent settlement.

The geographical distribution of the Group's suppliers is illustrated in the following diagram:

Number of suppliers by geographical region
RitEE D HEEREA

China =8 437
Asia - Pacific Region 25 Kib[@
Europe BOM 37

America EM 5
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Community Involvement
LR A

As a responsible corporate citizen, the Group has devoted considerable efforts and resources to
community engagement and regional prosperity while pursuing business developments at its major
operational sites. On top of charity donations, a variety of community-associated programmes and
activities were held in 2016 to promote a collective sense of well-being and harmony in the community.

Over the years, the Group has remained socially conscious and actively made a number of direct
social investments to support community development. During the reporting period, these
contributions amounted to a sum of over HK$160,000, mainly used for supporting projects on cultural
development, education, public healthcare, helping the underprivileged, and other key community
aid programmes.

During the reporting period, the Karazhanbas oilfield took part in the “Mission 2016"” Corporate Social
Responsibility Competition organised by Kazakhstan. Held annually in Kazakhstan with permission
from the President of Kazakhstan, this competition aims to introduce and develop the social
responsibility concept in the private sector of Kazakhstan, and to encourage innovation on this front.
In 2016, the Karazhanbas oilfield took the lead in Mangistau in both the Best Collective Contract and
Best CSR Company categories.

Over the years, CITIC Seram has collaborated closely with the local government for the long-term
prosperity of the community. Every year, it formulates a community development programme which
is submitted to Special Task Force for Upstream Qil and Gas Business Activities (“SKK Migas”), an
institution established by the Indonesian Government, for approval. During the reporting period,
CITIC Seram launched a range of community engagement and corporate social responsibility
activities with the approval from SKK Migas.

Distribution of charity donations by category
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The “Mission 2016" Corporate

Social Responsibility Competition
Certificate of Participation awarded
to Karazhanbas oilfield by the Health
and Social Development Ministry of
the Republic of Kazakhstan
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Community Involvement
LR A

supporting the Community and People in Need

In Kazakhstan, the Karazhanbas oilfield sets aside funds yearly to support various social service
groups and organisations in improving local living conditions and supporting local cultural,
educational and health-care initiatives. These contributions include:

Celebrated Children’s Day
on 1 June with 60 children
aged 3 to 16 from local
orphanage, presenting them
with gifts and arranging
artistic activities
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Karazhanbas oilfield staff celebrated Children’s
Day on 1 June with local children

Karazhanbas i 8 TEL &t R EE NN — RER

Sponsored local students to take
part in the 23" International
Academic Competition held in
Yakutsk, Russia
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Karazhanbas oilfield staff representatives
visited WWII veterans
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Visited World War Il veterans
to present well wishes and gifts
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Community Involvement
LR A

Case Study:

A= : Karazhanbas i [ 173 B ¢ 18 E 52

In March 2016, a residential district in Munaylinsk, Mangistau, Kazakhstan, was hit by rainstorm and
flooding. Infrastructure including roads and drainage channels were damaged. To support the local
government’'s post-disaster reconstruction and help the local residents to resume a normal life as
soon as possible, the Karazhanbas oilfield deployed refuse collection vehicles and donated 1,500
metres of used oil pipes which were laid in the channels for drainage. The Mangistau government
and residents of Munaylinsk were grateful for the Karazhanbas oilfield’s assistance.

Case Study:

B : BBNR RE Hk AR

The Group has care and concern for the well-being of local residents at all operation locations. Bula
Air is a rural community village in Bula near the Seram Block’s production zone. Bula Air Bridge was
destructed by a flood in 2014. With a view to strengthen relations with the local government and
neighbouring communities, and to improve the local transport system and other infrastructure, CITIC
Seram donated more than HK$124,000 for the reconstruction of Bula Air Bridge in 2015. Restoration
works were completed in February 2016. The local people now enjoy greater convenience in their
life, work and business.

Helping Flood Victims Overcome Their Plight

Karazhanbas Oilfield Supported Local Post-disaster Reconstruction
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Reconstruction of Bula Air Bridge funded
by CITIC Seram was completed in 2016
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Community Involvement
LR A

Giving Back to the Society

The Group shows its care for the society by engaging in community affairs. Initiatives include
promoting educational development, providing public medical and healthcare services, and
sponsoring activities promoted by the government or held by non-governmental organisations.

During the reporting period, celebrating the 15" anniversary of the non-profit-making Hong Kong
Culture Association, CITIC Resources pledged a sponsorship of HK$100,000 towards the promotion of
cultural and academic exchange between Hong Kong and Mainland China, as well as the succession
and development of local culture in Hong Kong.

Some of the major social initiatives participated by the Karazhanbas oilfield in 2016 are listed below:

Sponsored commemorative activities in
Akimat of Mangistau Region for Nurlykhan
Bekbosynov, former Chief Deputy Minister of
Energy and Fuel Resources

% B) Akimat of

Mangistau Region 271 A!(imat of _
SRR S R EE Mangistau Region
£ Nurlykhan Bekbosynov
RPN )]

Sponsored local veteran groups to
stage the 7t" Mangistau Veteran
Conference
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Sponsored The Best Man Contest for 2016
in Karazhanbas hosted by Karazhanbasmunai
JSC Employees’ Public Organisation
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Organisation % The Best Man
Karazhanbas [& £2 Contest for 2016

# The Best Man
contest for 2016 Lt &
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Community Involvement
LR A

Case Study:

Enhancing Awareness for the Oil and Gas Industry
fEI=R : RARRE MRITENRE

For the years, the Group has been spearheading the application and upgrade of advanced
technologies at its major operation sites. By invigorating local communities with new impetus for
growth, the Group create win-win partnerships. During the reporting period, CITIC Seram brought its
rich experience and technical strengths in the oil and gas industry into full play. Through newspapers,
television and online media, CITIC Seram shared the latest information and developments of the
industry with the public. These communications strengthened public knowledge and awareness of
the industry, and at the same time, enhanced our corporate image.

Case Study:

Caring for Youth Well-being

B : BTE L FEik

The Group cares about the health and well-being of youths. During the reporting period, CITIC Seram
worked with Bula Student Association to build a dormitory for the students of East Seram Regency in
Ambon, provincial capital of Maluku, Indonesia.

Public Healthcare
NILEEATAE

Case Study:

E=xR :

In view of continuing low global crude oil prices in 2016, the Group made greater efforts to control
costs and expenses. Nevertheless, CITIC Seram did not stop supporting public medical services.
During the reporting period, CITIC Seram continued to maintain and operate the full-service Wayhul
Clinic at the production base, offering adequate medical services to staff members, contractors and
local villagers. The clinic attended to more than 3,320 medical visits in 2016.

To promote health awareness of the workforce and the local community in 2016, Wayhul Clinic
produced a number of printed Health Factsheets, which outline common diseases and their
symptoms, healthcare and prevention, and tips for seeking medical attention. These useful and
complimentary leaflets were provided to employees and the community residents.
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