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PRINCIPLES

China Environmental Resources Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
persistently strive to operate its business in an economic, social
and environmentally sustainable manner. During the year, while
seeking business growth, the Group assumed its corporate
environmental and social responsibilities proactively by making
constant progress towards sustainable development. The Group
has developed and improved the Group’s environmental policies,
optimised the efficiency in the use of energy and resources,
advocated and promoted environmental protection and reduced
the impact of its business development on the environment.

As a responsible corporate citizen, the Group strictly follows the
regulatory requirements on employment, human rights, labour
rights, supply chain management, product responsibility and anti-
corruption. The Group cares for the community and the
environmental disadvantages as well as creates value for
stakeholders including its employees, suppliers, clients and the
community in order to make contribution to the overall
advancement and sustainable development of the society.

The Company is pleased to present its second Environmental,
Social and Governance Report, which aims to demonstrate its
efforts on sustainability developments to both internal and
external stakeholders.

This report has been prepared in accordance with the
Environmental, Social and Governance Reporting 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 July 2017 to 30 June 2018 (“Year 2018"). For information
regarding the governance section, please refer to the Corporate
Governance Report as incorporated in the Company’s Annual
Report 2018.

The Company is committed to the long-term sustainability of its
business, as well as providing support to environmental protection
and the communities in which it operates. Quality products and
services are delivered to customers, and its business is managed
prudently under sound decision-making processes. The Company
seeks to balance the views and interests of the stakeholders
through constructive conversation with a purpose to set the
course for long-term prosperity. The board of directors (the
“Board”) is responsible for evaluating and determining the
environmental, social and governance risks of the Company, and
ensuring that relevant risk management and internal control
systems are in place and operate effectively. The Group has set up
the ESG Working Team which meets regularly to review and
evaluate the corporate performance on the relevant
environmental, social and governance issues.
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This report focus on two subsidiaries namely Power Asia
Motorsport Company Limited (“PAM”) and Peak Environmental
Resources Limited (“PER”). PAM is engaged in distribution and
trading of motor vehicles and related accessories with major brand
names such as “Norton” and “Bimota”. PER is engaged in metal
recycling. The operations of PAM and PER are the material
business segments of the Group relating to the environmental
aspect.

This report has primarily highlighted the major performance and
disclosure in Year 2018 for the three environmental aspects and
eight social aspects.
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STAKEHOLDER ENGAGEMENT

Stakeholder engagement plays a core role in the sustainability of
the Group. The Group fully appreciates the needs to build both
online and offline communication channels and to provide
stakeholders with timely reports on strategic planning and
performance of the Group in order to establish a continuing
communication mechanism with the stakeholders. In addition, the
Group consults the stakeholders on their recommendations and
propositions to ensure its business practices can meet the
expectations of the stakeholders.

The stakeholders include the shareholders, governments and
regulatory bodies, employees, customers, suppliers and society and
the public. The Group discusses with the stakeholders through
various channels for their expectations and relevant feedback of
the Group as below:
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Stakeholder Expectations

Communication and feedback

ki E B BB R RE
Shareholders e Financial results e To improve profitability
e Corporate transparency e Regular information disclosure
e Sound risk control e To optimize risk management and
internal control
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Governments and regulatory e Compliance with laws and

bodies regulations
e Tax payment in accordance with laws e
BT & B E #iE o ESFIEMG KA .
o IR .
Employees e Career development platform o
e Salary and benefits o
e Safe working environment o
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Compliance operation

Tax payment in full and on time
BREE
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Promotion mechanism

Competitive salary and employee
benefits

To provide trainings for employees
and strengthen their safety
awareness
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Stakeholder

Expectations

Communication and feedback

ki E e B R &
Customers e Logistics and delivery service e To get delivery status through
standards product tracking system
e Customer information security e Customer privacy protection
e Customer rights and Interests e Compliance marketing
protection
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Suppliers e Integrity cooperation e To build a responsible supply chain
e Business ethics and credibility e To perform the contract according to
law
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Society and the public
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Environmental protection

Employment opportunities
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. POWER ASIA

Motorsport

To put into use environmental
protection and energy saving
equipment

To provide employment opportunities
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MATERIALITY ASSESSMENT

In 2018, the Company conducted a comprehensive materiality
assessment. This involved conducting interviews and/or surveys
with internal and external stakeholders to identify which areas
have the most significant operating, environmental and social
impacts towards their business.

With reference to the scopes as required under the ESG Reporting
Guide and taking into consideration of the corporate business
characteristics, we have identified and confirmed 22 issues, which
cover environmental, training and development, occupational
health and safety, labour standards in supply chain, corporate
governance, customer privacy, anti-corruption and community
investments.

ESG issues materiality matrix
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Environmental issues Social issues

Operating issues

IRIB M E HEEE ZERE
1. Greenhouse gas emissions 9. Local community engagement 17. Economic value generated
=R EEHER E bt [ 2 EENKBEE
2. Energy consumption 10. Community investment 18. Corporate governance
BEIRH B HERRE PEER
3. Water consumption 11.  Occupational health and safety 19. Anti-corruption
IKE R A BEREEARZD R&S
4. Waste 12. Labour standards in supply 20. Supply chain management
EEY) chain g s g 18
RS TIEAE
5. Saving energy measures 13.  Training and development 21. Customer satisfaction
£ B 15 e Bl K 3 R BEEmEE
6. Use of raw materials and 14.  Employee welfare 22. Customer privacy
packaging materials (= E=p BEPEALE
R R K B R R 6 A
7. Utilization of energy resources 15. Inclusion and equal
82 IR & R H) A A opportunities
@ kTEKE
8. Use of chemicals 16. Talent attraction and retention
tEmefE R sl KRB AL

In addition to compliance with the ESG Reporting Guide, the
Group has also included more details of the issues to which the
stakeholders pay greater attention in the Report. Meanwhile, the
materiality assessment results will provide the Group with
guidance on formulating strategic objectives and plans to resolve
the ESG issues for the coming year, as well as on continuing to
push forward its sustainability development.

EMISSIONS

PAM is principally engaged in distribution and trading of motor
vehicles and related accessories. PER is principally engaged in
metal recycling. Hence, the emission, which relating to air and
greenhouse gas emissions, discharges into the water and land, as
well as generation of hazardous and non-hazardous wastes are
minimal in Year 2018.

During the Year 2018, the major emissions of the PAM, PER and
office in Sheung Wan were: (i) the fuel consumed, kilometers
travelled and greenhouse gases generated from use of motor
vehicles; (ii) greenhouse gases generated from the electricity
consumed; (iii) greenhouse gases generated from the paper waste
disposed at landfills; and (iv) greenhouse gases generated from
business air travel by employees.
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Fuel consumption of a motor vehicle is the major source of
nitrogen oxides (“NO,"), sulphur oxides (“SO ") and particulate
matter (“PM”) emissions. The motor vehicle is strictly used for
picking up the staff and business activities.

Gaseous emissions from the use of a motor vehicle
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Unit Total
Environmental performance IRIERH B i st
NO, =Ko fr 124.7
SO, =R 1ek? g AT 1.2
PM CER R Kg AT 10.3

Greenhouse gas (“GHG") emissions from operations EEEANBERB(REREDHE
B4
Unit Total
Environmental performance RIBERN B (i st
GHG emission (Scope 1) BEREER(ZEE) Kilogram carbon dioxide 205,773

GHG emission (Scope 2) AERBHEN(FHE2)
GHG emission (Scope 3) =R BB (FE3)

REHEREE

B&
it
i'T

Total GHG emission

Total area 4T 1R
GHG emission intensity BERBHEREE

Scope 1: It represents the liquefied petroleum gas, diesel oil from consumption
of motor vehicles.

Scope 2: It represents the electricity purchased from power suppliers and gas
purchased from the Hong Kong and China Gas Company Limited.

Scope 3: It represents the paper waste disposed at landfills and water used.

T MEBEEREEERAT

equivalent (“Kg CO,e")
AT Z&tIRE S
(AF-—E{tREE])

Kg COze 64,136

AT Z&ftiRE=

Kg COse 3,203

AT &R E E

Kg CO.e 273,112

AT Z&EiixE =

Square meter (“M?") 5,411

ERAKRTEFRK])

Kg CO,e/M? 50.5
)—/I— %ﬂﬁﬁ)\ =) E

75K
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Environmental performance from operations BEMNRERA
Unit Total
Environmental Performance BIRRE B dast
Hazardous waste produced EEXNBEREEY Kg A (Note 1)
(B5ET)
Intensity mE Kg CO,e/M? N/A i A
Ar—EfttmEgE/
75K
Non-hazardous waste produced EENEEREREY Kg AT 25,000
Intensity nE Kg CO,e/M? 4.6
ATZ/likgEE/
5K

Note 1: Hazardous wastes produced by PAM, PER and office in Sheung Wan
are minimal. Therefore, no relevant figure is quantified.

There is no hazardous waste produced from the business
operations of PAM and PER business. Non-hazardous waste
produced by the Group is mainly from the business operations of
PAM and PER.

In order to minimise the fuel consumption, energy consumption,
paper wastage and air travel by employees, various sustainable
development measures have been enforced to address
environmental responsibilities under normal operating procedures,
including but not limited to the following: (i) motor vehicles are
restricted to serve for senior management to attend business
meetings and to be used by important clients or business partners;
(i) employees are advised to switch off the light and air-
conditioning after use; (iii) employees are encouraged to print only
when necessary and priority to use recycle papers for printing; (iv)
use of electronic form of documents to reduce paper usage; (v)
employees are encouraged to prevent unnecessary overseas
business travel; and (vi) video/voice conference call are extensively
adopted.

The main sources of exhaust gas and greenhouse gases are
emitted by motor vehicles used by PAM and machines used by PER
in Year 2018. The Group has improved the use of its vehicles by
ensuring the effective usage and environmentally friendly
operation as well as strictly controlling exhaust gas emissions.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Waste Disposal Ordinance, Product Eco-responsibility Ordinance
and other applicable laws and regulations that have a significant
impact relating to air and greenhouse gas emissions, discharging
into water and land, generation of hazardous and non-hazardous
waste of the Group during the Year 2018.

In addition, no significant fines or non-monetary sanction for non-
compliance with relevant laws and regulations has been reported
in the Year 2018.
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USE OF RESOURCES

The Group is committed to minimising the impact of business
activities on the environment, and supporting environmental
protection programmes. In particular, a number of initiative
measures designing to conserve resources were introduced to
promote employee awareness of the need in order to achieve
efficient utilisation of resources.

As mentioned in the above “Emission” section, the Group has a
series of policies and procedures to minimise the electricity
consumed by the employees in PAM, PER and office in Sheung
Wan.
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Consumptions from operations BEHR
Unit Total
Environmental performance RIERI ES i st
Electricity consumption HEE=E KWh 119,180
T B
Electricity intensity AEER KWh per M2 22
BEYAFARAFTEE
Water consumption BXKE M3 1,055
3K
Water intensity KB M3 per M2 0.2
F¥HKILF K
Packaging material used for RIpk an FT A B EM K Kg Note 1
finished products N Bt 51
Packaging material used for SURY @ BT R B A B Kg per unit produced N/A A~ A
finished products SBREEHEMDT
Note 1: No packaging material is purchased by PAM and PER and office in ~ FMis£1: PAM - @ RERRALK LR EHETEEE
Sheung Wan. BEMEL -
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Regarding measures to mitigate emissions, the Group closely
monitors the level of energy consumption, greenhouse gas
emissions and wastes disposal of PAM, PER and office in Sheung
Wan. Every year, the Group is required to set its respective energy
and carbon reduction targets and come up with feasible measures
to achieve them. The details and results achieved are listed as

RO BEREERTM S AREZ I ER
PAM ~ = R IR R o | 3R #F = 52 & 82 R
FORERBHREERVEEKF K
5 Bl &5 F 19 78 5T A0 I8 BV B RE R AR B AR
VYEBRATERABRZEFER -FER
FXRBIRENTE

follows:

Projects

IHH

Details and results achieved

HRREBR

Light-emitting diode (LED)

¢ — B (LED)

Multi-function devices

Z 16

(=]

%t

Water conservation

BN A9 K

Air-conditioners
3

Non-hazardous waste

Part of lightings in the PAM, PER and office in Sheung Wan have been
installed with LED, instead of compact fluorescent lamps, which have
reduced electricity consumption.

PAM ~ SIRIRR K IR FE A 5 REAKALED M 3E — 8 & % & - AR

LREEE -

The multi-function devices with printing, scanning and photocopying have
been extensively adopted. Employees are advised to switch on the devices
only when use and switch off after office hours, which have reduced
electricity consumption.

BRHRRAETH BREkZHNZNERE EZEEECEARHE
WHEFRAFHEAREEARE AR EEE -

The staff strictly control the usage of water resources in PAM, PER and
office in Sheung Wan. All staff were encouraged to save water at pantry. As
a result, consumption of water has been reduced.

B TERBESPAM SRBERE ERBRERLKERNER -Z@BE2EE
THEERFZKAKESLHRAK At - BKEFMED -

More energy efficient air conditioners were installed in Year 2018 thus
reducing the relevant consumption of electricity.
ERE-NFELREREZHARRAGNER FHEAEEEFMRD -

Non-hazardous waste from PAM, PER and office in Sheung Wan include
consumables, household waste, paper and paper boxes. The PAM, PER and
office in Sheung Wan have made their best effort to minimise their impact
on the environment by using recyclable paper and paper boxes. The PAM,
PER and office in Sheung Wan promotes separation of waste such as
cartons and plastic bottles, which are placed in designated areas to be
collected by recyclers.

PAM B RBERE T RPEENETEEVEEERER  £E R - KK
KRAEAE -PAM - RRIRRR FIRWE R FBEA A @ WAARRENS BN
MEHRENTERERE -PAM B RERRELLEREFREHEERAS
NEBRBEEZEVEIRRE RERETRE  AFOKEKE-

THE ENVIRONMENT AND NATURAL RESOURCES

The Group encourages all employees to participate in different
kinds of recycling activities and to minimise the use of natural
resources. In Year 2018, there was no significant impact on the
environment and natural business from the operations of the
Group, in particular, the PAM, PER and office in Sheung Wan.

10 China Environmental Resources Group Limited
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The Group integrates promotion with practice in its daily office
operation, develops the environmental awareness of its employees
and encourages its employees to fulfill its environmental
responsibilities.

The Group actively introduces environmental protection measures
in the office spaces, including priority to use of energy-saving
lighting and electrical appliances, turning off electric equipment
and lighting during non-office hours and reusing of papers. In
addition, the Group also encourages its employees to save
resources, cherish food and avoid wastage of resources.

Distribution of workforce classified by different
categories

By gender
% 14 5l 8l 5

Female %t

26.5% 8.2%

N
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AEEHEAETFREBELRARBLEERE

FARGR - N REE TS B EEEOE
R -PERYNERREEIR -

BEAREMNESHETLIS #

By age group
RER AR E 5

Under 30 years old
308E AT

30-50 years old
30FE505%
57.1%

P

N

N

Male B4
73.5%

By employment category

ZERERNE S
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Over 50 years old

505% KL £
34.7%
Entry level
AP RIEES
38.8% Senior level
N\ ERES
28.6%

5%
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Middle level
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32.6%
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EMPLOYMENT

The Group has a set of comprehensive human resources
management policy to provide guidances and requirements for
employees behaviour. The policy states the scope of compensation
and dismissal, recruitment and promotion, working hours,
appraisal, training and benefits. The Group has always strictly
observed the relevant legislations in PAM, PER and flagship store
regarding the equal employment opportunities, labour and forced
labour.

The Group strongly emphasises developing human resources and
providing competitive remuneration and welfare packages.
Promotion opportunities and salary increments are based on
individual performance. Employees are entitled to a wide-range of
fringe benefits such as annual leave, sick leave, maternity leave,
marriage leave and medical insurance coverage in accordance with
the local laws and Employment Ordinance.

The Group emphasizes equal opportunities for all personnel in
respect of hiring, pay rates, training and development, promotion
and other terms of employment. The Group is committed to
providing a working environment that is free from any form of
discrimination on the basis of ethnicity, gender, religion, age,
disability or sexual orientation.

The average working hours for general employees in the Group
are normally not more than 9 hours a day and 45 hours a week.
Integrated computation of working hours is implemented with
reference to the requirements of the Employment Ordinance.

Treatment of employee’s misconduct must be fair and reasonable
in all of the circumstances. Misconduct may lead to a warning,
and more serious misconduct may lead to a dismissal. Any acts of
misconduct would be reported to the human and administration
department. In Year 2018, no incident of serious misconduct was
identified.

The Group has diversified cultures including the employees with
different genders, ages, skills, educational backgrounds, industry
experiences and other qualifications in order to achieve the most
suitable composition and balance.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Employment Ordinance, Employees’ Compensation Ordinance and
other applicable laws and regulations that have a significant
impact relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination and other benefits and welfare on the
Group in the Year 2018.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2018.
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HEALTH AND SAFETY

The Group places a high priority on securing health and safety of
all its employees. The Group endeavors to protect them from
work-related accidents or injuries and pledges full compliance with
the relevant occupational health and safety in Hong Kong business
under the Employment Ordinance.

The Group complies with the regulations and guidelines by
execution of health and safety policies to prevent occupational
accident. The specific measures taken by the Group include: (i)
providing tailored-made safety training to the repair department
staff in carrying out the electrical works and machine; (ii)
providing and ensuring the use of suitable personal protective
equipment, such as protective gloves and safety glasses, to put
additional protection to the repair department staff, and (iii)
exercising adequate monitoring and effective supervision to ensure
that the safety precautionary measures are strictly implemented.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Occupational Safety and Health Ordinance and other applicable
laws and regulations that have a significant impact on providing a
safe working environment and protecting employees from
occupational hazards of the Group in Year 2018.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2018.

DEVELOPMENT AND TRAINING

The Group strives to provide an environment where its employees
can grow professionally and develop their career path that meets
the long-term growth of their expectation simultaneously. In view
of that, the Group encourages its employees to participate in the
continuous learning activities especially the safety training
programs. The Group also provides training to directors with
regular reading materials to ensure that they keep abreast of the
latest regulatory requirements, corporate governance practices,
financial information and market trends.

The Group encourages relevant employees to participate in
external training activities at accredited professional institution
during office hours such as seminars held by the Stock Exchange
of Hong Kong Limited.

The health and safety of employees are the core elements of
smooth operation. The Group actively promotes the safety
strategy, continuously improves responsibility, implements safety
risk prevention and processes controls and the safety training, to
strengthen the awareness of safety for the employees at all levels.
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LABOUR STANDARDS

The Group fully understands that exploitation of child and forced
labour are universally condemned, and therefore takes the
responsibilities against child and forced labour very seriously. The
Group strictly complies with all laws and regulations against child
and forced labour. Internal policies are also in place to ensure that
no person who is under age or under coercion is hired and, if any
such case is identified during the recruitment process, it will be
reported to the relevant authorities.

Employment by the Group is based on the principle of fairness,
openness and willingness. All individuals enter into employment
contracts without acts of forced labour.

To prevent the exploitation of child, human resources department
staff checks the identity card of all permanent employees.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Employment Ordinance, Employment of Children Regulations and
other applicable laws and regulations that preventing from
employment of child or forced labour on the Group in Year 2018.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2018.

SUPPLY CHAIN MANAGEMENT

The Group has policy named “Procurement and Tender Procedure”
(FRBE K22 %) which requires the newly hired suppliers and
contractors to have demonstrable track records of satisfactory
performance. The Group requires its suppliers to act responsibly
and adhere to their environmental, social and governance
standards.

The Group has the greatest respect for the laws and regulations
that govern its business. The Group always adheres to good
practices and conducts fair and unbiased procurement processes
when dealing with suppliers.

In situations where several companies can meet its project
requirements, the Group will select those with a good reputation
for being environmentally and socially responsible and/or that hold
environmental certification. The Group offers its contractors
encouragement and support in its efforts to further improve their
environmental protection.
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PRODUCT RESPONSIBILITY

The Group places a high priority to ensure customer satisfaction in
terms of its products and services. Strenuous efforts are made to
ensure compliance with the laws and regulations relating to
product health and safety, labelling and privacy matters of the
jurisdictions in which the Group operates. The Group requires its
employees to comply with the applicable governmental and
regulatory laws, rules, codes and regulations. In addition, PAM
runs training sessions for its relevant employees in respect of
product responsibilities and specification. Orientation training is
conducted for new employees, while refreshment trainings are
provided for all employees on a regular basis.

PAM inspects and ensures that all products are in good quality
before they are sold to the customers. To enhance after sales
services, PAM provides repairing services for motor vehicles at the
shop.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Trade Descriptions Ordinance, Copyright Ordinance, Prevention of
Copyright Piracy Ordinance and other applicable laws and
regulations that have a significant impact relating to health and
safety, advertising, labelling and privacy matters relating to
products and services provided and methods of redress on the
Group in Year 2018.

In addition, no significant fines had been reported in Year 2018.

ANTI-CORRUPTION

The Group has policy regarding bribery and corruption in any form
or at any level named “Practical Guide on Corruption Prevention”
(B & Bh IS B5 i 48 36 31). The policy sets out its requirements and
practices regarding the prevention, identification, and handling of
any instances of alleged, proven bribery or corruption.

The Group has established a regular review process on its business
practices and anti-corruption measures and guidelines, as well as
reported improprieties investigation.

Sound organisational structures and policies are in place in the
Group to uphold a high standard of corporate governance and
maintain an ethical corporate culture.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Prevention of Bribery Ordinance and other applicable laws and
regulations that has a significant impact on the issuer relating to

bribery, extortion, fraud and money laundering in Year 2018.

There was no legal case concerning corruption brought against the
Group or its employees in Year 2018.
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COMMUNITY INVESTMENT

The Group aims to help creating a harmonious, dynamic and
liveable environment for the communities in which the Group
operates by developing and managing properties that take into
account of the local culture, environment and community’s
priorities. The Group maintains an appropriate level of community
involvement and provides support to community activities and
encourages employees to take part into work-life balance activities
and community services.

Although the Group has not established and documented a
specific community policy, social care is deeply seeded in the
Group’s corporate culture. Employees are encouraged to
participate in various charitable events and community services.
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