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PREAMBLE

Oil and gas have long been the crucial components of the
global energy system and are widely used over the world.
Yet, the exploitation process of oil and gas poses underlying
impacts on a range of sustainability-related issues, including
climate change, ecosystems, workers’ health, and the
wellbeing of the local communities, which are commonly
recognised to be accompanied by material environmental,
social and governance (“ESG”) risks in upstream
infrastructure development and operations. Nowadays, an
emerging topic along the entire oil and gas value chain is the
action towards sustainability. It is of paramount importance
for the private sector to integrate sustainable concepts and
strategies into business operations, as well as leveraging its
inherent strength in the value chain to facilitate collaboration
and collective actions in changing towards sustainability.

In China, a thriving civilisation call for good eco-environment
has been attached with greater importance under the vision
of the cultivation of a global community of shared future
and the ambition to accelerate its green transformation
and low-carbon development in economic and social
aspect. Under the overarching guidance of the “Outline of
the 14th Five-Year Plan for National Economic and Social
Development and Vision 2035 of the People’s Republic
of China” and “Energy Production and Consumption
Transition Strategy”, national energy green reform and clean
energy are highlighted to be the key to attain sustainable
development and support the ever-growing energy demand.
During the 14th Five-Year Plan period, Shanxi Province
published the “14th Five-Year New Technology Plan of
Shanxi Province”, laying emphasis on the chemical research
on unconventional natural gas technology, co-production of
"three gases" (=R I#R), deep coalbed methane (“CBM”)
exploration and development, combined mining of multiple
coalbeds, and graded utilisation of coalbed methane. Sino
Oil and Gas Holdings Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) deeply understands
its pivotal role to play in strengthening core technology
research and incorporating ESG principles into the way
it operates and develops, and keeps putting forward
sustainable solutions for minimising its environmental
impacts and enlarging its social contributions, while
maintaining a growing momentum in business development.
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REPORTING BOUNDARY & PRINCIPLES
In strict compliance with the requirements under Appendix
27 — ESG Reporting Guide (“ESG Guide”) of Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”), the Group is
pleased to present its sixth ESG Report for the year ended
31 December 2021 (“FY2021”), which demonstrates the
Group’s approach and performance in terms of ESG
management and corporate sustainable development for
FY2021. For corporate governance section, please refer to
pages 24 to 38 of the Company’s 2021 Annual Report.

The ESG Report has been prepared in both English and
Chinese Language. If there is any conflict or inconsistency,
the English version shall prevail.

Boundary Setting

In consideration of the business nature of the Group,
the boundary of this ESG report remains consistent with
the previous years, which covers the performance and
management policies of the Group’s business operations
in Mainland China including Raw Coal Washing Project and
CBM Business in Shanxi Province.

The coal washing plant is located at the Qinshui Basin,
Shanxi Province. The washing process involves separation
of coal from soil and rock into graded sized chunks through
centrifugation, magnetism and flotation technologies. In
FY2021, the coal washing operations recorded a total
sale of refined coal approximately 90,000 tonnes (FY2020:
160,000 tonnes).
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Sanjiao CBM Project is located at the Ordos Basin in Shanxi
and Shaanxi Provinces. It involves continuous extraction,
compression and distribution of CBM. In FY2021, there
was 30 (FY2020: 18) new wells in Sanjiao CBM Project
which has completed a total of 170 (FY2020: 140) wells,
comprising 118 (FY2020: 88) multilateral horizontal wells
and 52 (FY2020: 52) vertical wells. Out of the total 170
wells, 140 wells were in the normal dewatering and gas
producing stage, of which 140 wells accessed to a gas
collection pipeline network. In FY2021, the Sanjiao CBM
Project recorded CBM production of approximately 128.06
million m® (FY2020: 101.75 million m®. The Project uses
three designated CBM pipelines in the Sanjiao block and its
surrounding areas, built by the Shanxi provincial government
as its major sales channels, including (1) the CBM pipeline
from Sanjiao to Linxian for gas supply for residential,
commercial and industrial use, as well as heating in winter;
(2) the designated CBM pipeline of the Sanjiao CBM block
for gas supply to Senze Coal & Aluminium Group, a local
coal processor and aluminium manufacturer; and (3) the
CBM pipeline from Sanjiao to Luliang (for gas supply to
Xiaoyi and central Shanxi).

Reporting Principles

The ESG Report has been prepared with reference to the
Reporting Principles set forth in the ESG Guide of the
Stock Exchange. As the reporting principles underpin the
preparation of the ESG report, the main ESG performance
of the Group in FY2021 of the ESG report has been
determined and disclosed under the principles of Materiality,
Quantitative, Balance and Consistency.

Materiality

In FY2021, the Group performed an annual materiality
assessment of the ESG-related topics through conducting
surveys with its key stakeholders. Both internal and external
stakeholder representatives were invited in the survey
and the outcome enabled the Group to prioritise and thus
identify the relevant ESG issues material to the Group in its
ESG management and journey towards sustainability. More
details can be found in the section Materiality Assessment.
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Quantitative

The Group collected and presented its performance in
terms of various environmental and social Key Performance
Indicators (“KPIs”) in the corresponding performance tables,
under which assumptions, emission factors and calculation
methods used are clearly footnoted.

Balance

An unbiased picture of the Group's environmental and social
performance as well as its impacts on the environment and
natural resources (both positive and negative) was described
in the ESG Report.

Consistency

The application of principle of Consistency was reflected
in the boundary setting process and reporting framework
that the Group based in generating the ESG Report. In
particular, the Group adhered to the procedures set forth in
“How to Prepare an ESG Report? — Appendix 2: Reporting
Guidance on Environmental KPIs and Appendix 3: Reporting
Guidance on Social KPIs” issued by the Stock Exchange
in collating statistics and presenting its ESG performance.
Any significant changes in disclosure or relevant factors that
may affect a meaningful comparison in the ESG Report will
be explained clearly. Given the application of the principle of
Materiality, the Group only disclosed Scope 1 and Scope 2
greenhouse gas emissions, as its Scope 3 emissions were
insignificant when compared to the overall emission of the
Group during FY2020 and FY2021.
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MESSAGE FROM THE BOARD
Dear Valued Stakeholders,

In 2021,
(the “Pandemic”) has continued to bring unprecedented

the continuous outbreak of COVID-19 Pandemic

uncertainties and challenges to various businesses and
posed threats on human health and the society harmony,
as well as severely affecting the economy and financial
markets. Despite this backdrop, we continue to embed
ESG across our strategy such that we can be more resilient
across a wide range of scenarios under heighten global
uncertainty and energy security concerns.

Sustainability at the Core of Business

Adhering to the corporate value of “People Oriented,
Effective Use of Resources, Bring Harmony with Great
Virtue”, we have relentlessly been committed to optimizing
our ESG management system and strives to become a
professional international oil and gas explorer and producer
who fully respects its people, the ecosystem and the welfare
of a wider society simultaneously. As the global energy
structure heavily relies on oil and gas, it is crucial to spark
all industry players’ attention on the broad environmental
and social issues engendered by exploration and production
processes that are manifested at both local and global
levels. Being an enterprise with principal businesses in CBM
exploration and extraction, as well as raw coal washing
operations, we are dedicated to maintaining our focus on
keeping energy flowing today while transforming ourselves
to deliver more reliable, affordable and clean energy the
nation and world need in the future.

As one of the many industries that are energy- and
carbon-intensive, the oil and gas sector undoubtedly needs
to refine its business strategy and shift its operation towards
cleaner and more eco-friendly manner. In response to
China’s ambitious plan, which proposes to peak the carbon
emissions before 2030 and attain carbon neutrality before
2060, we unceasingly review our operations and prepare
our energy strategy to improve our performance in GHG
emissions with the leadership of the Board and by building
cross-functional accountability. Meanwhile, we continue
to make good track on our energy performance through
metrics from a Group level down to our major business
segments and projects.
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Sustainability in Action

As we have seen the world’s and the nation’s sustainable
development and low carbon ambitions gather momentum,
we have been in action across these focus areas. In 2021,
for the first time we aligned ourselves with the United
Nation’s Sustainable Development Goals (SDGs) as well
as formulating specific environmental targets regarding
our emissions and resources consumption. Meanwhile,
as one of the many industries that are most exposed to
climate-related risks, we are paying special attention to our
assessment and management of climate-related risks and
opportunities. During the year under review, we performed
a preliminary desktop analysis on our potential risks and
opportunities faced under the increasing intense concerns of
climate change. More details can be found in the following
chapters “Stakeholder Engagement” and “Environmental
Sustainability”.

In the meantime, regarding the formulation of
business-related ESG goals and targets, as well as the
corresponding reviewing method, we are also building our
understanding of what is needed, and what methodologies
and structures will best enable us to deliver our actions.

Looking Ahead

As we navigate the changing times ahead, we will put
forward and implement practical measures to improve
our ESG management and performance, as well as our
ESG-related goals and targets setting. We will continue
to incorporate the concept of green development into our
business strategies and operation, while striving to become
a truly purpose-led responsible organisation.

On behalf of the Board, | would like to express my
sincere gratitude to our stakeholders for their continuous
support, which has been vital for us. We look forward to
charting a course to realise the sustainable future with our
stakeholders’ continuous backing, and hereby present our
FY2021 ESG Report.

Dai Xiaobing
Chairman
Hong Kong, 31 May 2022
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ESG MANAGEMENT STRATEGY

The core component of the Group’s ESG management
approach is a sustainability commitment signalled from
the top that has inherently been evolved from the Group’s
business principle — “Equal Emphasis on Business and
Capital, Equal Attention to Resources and Talent”. As part
of its governance structure, the Board of Directors of the
Group (the “Board”) has shouldered the responsibility of
taking the lead on and is responsible for the oversight of
the planning, implementation and reporting of the Group’s
progress in coping with ESG-related issues. The robust
governance, resourceful and dedicated management teams
together with diligent employees are the Group’s key to
unlocking its potential to constantly overcome challenges
and navigate through the complex market environment to
achieve sustainability.

To identify, evaluate and prioritise material ESG-related
issues of the Group, the Group has cooperated with
external ESG consultants to conduct an annual materiality
assessment and analysis, in which stakeholders’ concerns
and expectations are analysed and then reviewed by
the Board. Informed by the results, the Board further
understands the Group’s material ESG issues including
associated risks, thereby allowing the Board to formulate
corresponding ESG management approaches and
strategies. The Group’s ESG management approach
primarily focuses on two pillars, namely environmental
commitment and employees’ wellbeing. To acquire material
ESG information including potential ESG-related risks that
may have significant impacts on the Group, designated staff
is assigned to collect and communicate ESG-related issues
within the Group, while efficient communication between the
management team and the frontline operators has also been
taken as one of the useful ways for ESG integration within
the Group.
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To better incorporate sustainability into its governance,
the Group is committed to strengthening the management
to build a wider governance structure and practices so as
to reinforce its ESG work done over the years. In addition
to the environmental targets set in this reporting year,
which are discussed in the coming sections, the Group is
planning to develop further ESG-related goals and targets
that associated with its businesses, while the Board is
committed to reviewing the progress made against the
Group’s ESG commitment through regular reporting in the
future.

STAKEHOLDER ENGAGEMENT
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The Group has been committed to maintaining a sound
and solid relationship with its stakeholders in a proactive
manner, and regularly involved their representatives in
expressing their opinions in terms of the Group’s sustainable
development. Meanwhile, the Group has been maintaining
effective communication with its main stakeholders in
order to identify their concerns about the Group’s ESG
development on a continuous basis through the channels
highlighted below.
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Communication with Key Stakeholders
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Materiality Assessment

As ESG risks and opportunities vary among stakeholders
of the Group involving different backgrounds, principal
activities and business/operating models, the Group goes
through a series of steps to identify the material ESG topics,
including conducting a materiality assessment survey
with its selected stakeholder representatives in FY2021.
Specifically, the Group engages the selected stakeholders
including the general employees, senior management,
customers, suppliers and professional organisation in an
online survey to gain a better understanding of their views
and material interests on a list of ESG issue of the Group
developed through desk-top analysis. The survey contained
well-designed questions, which were believed to be material
and relevant to the Group’s business development and
strategies from stakeholders’ standpoint. The organised and
decision-useful materiality assessment allowed the Group
to prioritise its ESG issues after mapping the results of the
survey into a materiality matrix as shown below.

Stakeholder Engagement Materiality Matrix
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GHG Emissions
BERBHR

Air Pollution
=55 %

Energy Management
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Water and Wastewater
Management
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Solid Waste Stewardship
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Materials Management
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Land Use, Ecosystem and
Biodiversity
TR ERRGNENZRY

Climate Change Mitigation and
Adaptation
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Packaging Material Management

BEMHER

Renewable and Clean Energy

A BENEZER

Diversity and Equal Opportunity
SN TSHE

Employee Remuneration and
Benefits

B8 FHEMEH

Occupational Health and Safety
BErEz?

Employee Development and
Training
EEERERSE
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Through the materiality analysis, the Group identified “Water
and Wastewater Management”, “Occupational Health
and Safety”, “Management of the Legal and Regulatory
Environment” as the ESG issues that were of great
importance to the Group’s sustainable development.

Sustainable Development Goals (SDGs)

In order to keep align with the sustainability development
trend of global initiatives, the Group has actively responded
to the call of United Nations and engaged its stakeholders
in the analysis about their concerned United Nation
Sustainable Development Goals. According to the survey
results, the Group regarded Goal 3 and Goal 7 as the key
concerns in the progress of the Group’s future sustainability
development, and as the cornerstone of the realisation of
the Group’s corporate vision.

o Goal 3: Good health and well-being — “Ensure healthy
lives and promote well-being for all at all ages.”

o Goal 7: Affordable and clean energy — “Ensure
universal access to affordable, reliable and modern
energy.”

Stakeholders’ Feedback

As the Group strives for excellence, the Group welcomes
its stakeholders’ feedback and advice on the improvement
of its corporate ESG approach and performance, especially
the ESG issues identified as the most important ones in
the materiality assessment of the Group. Readers are also
welcomed to share their views on the ESG matters with the
Group at contact@sino-oilgas.hk.
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VL.

ENVIRONMENTAL SUSTAINABILITY

During the first year of the 14th Five-Year Plan, the Chinese
government attaches greater importance on establishing a
green and low-carbon society and promoting energy reform
in both supply and consumption. In order to seek long-term
sustainability of the environment and community in which
it operates, the Group strives to minimise its potential
environmental impact via emission control and resource
management during its daily operations. The Group strictly
complied with relevant environmental laws and regulations in
the People’s Republic of China (“PRC”) in FY2021, including
but not limited to:

o Environmental Protection Law of the People’s Republic
of China;

° Environmental Impact Assessment Law of the People’s
Republic of China;

o Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution;

o Law of the People’s Republic of China on Prevention
and Control of Water Pollution;

o Law of the People’s Republic of China on the Prevention
and Control of Environmental Pollution by Solid Wastes;

o Law of the People’s Republic of China on the
Prevention and Control of Pollution from Environmental
Noise;

o Energy Conservation Law of the People's Republic of
China;

o Mineral Resources Law of the People’s Republic of
China; and

° Shanxi Province Coalbed Methane Exploration and
Exploitation Management Measures.
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This section primarily discloses the Group’s policies,
practices and quantitative data on emissions, use of
resources, the environment and natural resources, as well
as climate change in FY2021.

Emissions

In FY2021, the Group was not aware of any violation of
laws and regulations in relation to air and GHG emissions,
discharges into water and land, generation of hazardous
and non-hazardous waste, and noise that have a significant
impact on the Group. Given the business nature, the
Group’s air emissions mainly came from the fuel combustion
for machinery operations and transportation. In FY2021,
the air emissions of sulphur oxides (“SO,”), nitrogen oxides
(“NO,”) and particulate matter (*PM”) amounted to 147 kg,
7,126 kg and 871 kg respectively. In response to the
national facilitation on the construction of “Peak the Carbon
Dioxide Emissions” (#xiZl%) and “Carbon Neutrality” (%
fF0), the Group has devoted itself into diminishing its
carbon footprint throughout its operation. In FY2021,
the GHG emissions from the Group were primarily due
to the combustion of fossil fuels for transportation and
the purchase and consumption of electricity. Specifically,
the Group’s total GHG emissions were 15,613 tonnes
CO,e, with an intensity of 0.07 tonnes CO,e/m? floor area.
During the year under review, the Group’s non-hazardous
solid wastes amounted to approximately 343,683 tonnes,
including 0.1 tonnes of waste barrel, which were mainly
from the Raw Coal Washing plant. In FY2021, the Group
generated 6 tonnes of waste lubricating oil (HWO08). The
Group’s total emissions in FY2021 were summarised in
Table 1 in the Appendix.
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Air and GHG Emissions

Climate change is widely recognised to be caused by
anthropogenic GHG emissions, mainly from transportation,
industry, and agriculture. Given the business nature, the
Group is deeply aware of its air and GHG emissions and
has targeted at slashing its air and carbon emissions.
The Group has been strictly monitoring and improving its
energy efficiency and resource consumption in its business
operations during FY2021.

During the year under review, the Group’s air emissions
mainly came from daily operation of the Raw Coal Washing
plant and the consumption of fossil fuels for the onsite
facilities in CBM Project including the use of light trucks
and various machineries. The Group’s SO,, NO,, and PM
emissions in FY2021 decreased by 35 kg, 1,364 kg and
209 kg respectively as compared with those in FY2020
as a result of reducing the consumption of diesel for
transportation.

In FY2021, the air emissions in Raw Coal Washing business
were monitored strictly by the environmental monitoring
institution, while in the CBM business segment, regular
maintenance of the equipment was conducted to ensure the
minimal air emissions. In terms of the Group’s CBM Project,
air emissions generated from its operations normally include
industrial exhaust gas from boiler chimneys and unorganised
gas at industrial boundary. To control the emission of air
pollutants, the Group has replaced coal-fired boilers with
gas-fired ones since 2020 according to the instructions of
the local government, leading to a significant reduction in
NO, emission. Meanwhile, the Group followed its monitoring
plan during the year under review, entrusting a qualified
third-party organisation to carry out monitoring work
during operations. In terms of the control of unorganised
gas at industrial boundary, air pollutants emitted mainly
consisted of the CBM vented in the well site and station
under emergency, which are burned in compliance with the
requirements of the environmental assessments.
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GHG Emssions of the Group in FY2021 and FY2020
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In FY2021, the Scope 1 and Scope 2 emissions were
969 and 14,644 tonnes CO,e respectively. The Scope
1 emission remained at a similar level as compared with
that in FY2020, while the Scope 2 emission increased
moderately by 18% as compared to the previous year
which was attributable to the increase in the production and
sales volume of CBM in FY2021 to approximately 128.06
million m® (FY2020: 101.75 million m® and 127.03 million
m? (FY2020: 96.37 million m?®) respectively, resulting in a
modest increase in electricity consumption for CBM Project
in FY2021. The Group deeply understands that its air and
GHG emissions are inherently linked to its consumption
practices of fossil fuels and energies. Therefore, the
Group has established its internal policies in relation to
energy efficiency, which will be further described in the
next subsection under “Electricity” and “Other Energy
Resources”.
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Wastewater

The wastewater discharged by the Group was mainly
the industrial sewage from exploration, utilisation and
production process and other commercial wastewater
during operations. In order to practise the concept
of “Circular Economy” (fEIR#& %), the Group fully
implemented water management plans as part of its internal
environmental system. All industrial wastewater must be
processed scientifically and meet the standard of “Integrated
Wastewater Discharge Standard (GB 8978-1996)” ((57/K4:4&
PEMUZ2E) and requirements of environmental assessments
before being discharged. The Group has built professional
teams that manage and monitor the execution of water
management plans, track the performance of water
efficiency as well as the conformance with relevant laws and
regulations.

In FY2021, the Group generated a total of 77,850 m?®
of wastewater with an intensity of 0.4 m3%m? floor area,
where the amount of wastewater increased slightly by
6% as compared to that in FY2020. Since the amount of
wastewater highly depends on the amount of water that has
been used, the Group has adopted specific measures and
aims to proactively explore effective ways to save water,
which are further described in the next subsection headed
“Water and Other Resources”, to improve its water
efficiency.

Solid Waste

The solid waste generated in the Group’s daily operation
were mainly soil, rock, dehydrated and compressed coal
ash, waste rock, coal gangue, as well as other hazardous
and non-hazardous materials. Meanwhile, the commercial
solid waste generated by its employees which mainly
comprised of paper, glass and plastic-made products
in the office were normally well-sorted, recycled and
handled by qualified municipal departments. In FY2021,
the non-hazardous solid waste amounted to 343,683
tonnes with an intensity of 1.6 tonnes/m? floor area, which
increased by 15% as compared to that in FY2020.
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As responsible and safe waste stewardship is an important
component of its sustainable development, the Group
has set up and implemented effective internal policies in
regulating the storage, management and disposal of solid
waste in its operations. In FY2021, waste lubricating oil
(HWO08) was the only hazardous waste from the Group
and the Group has reported to the local Environmental
Protection Department (“EPD”) in accordance with the local
laws and regulations. Meanwhile, the Group entrusted to
a licensed chemical waste collectors for transferral and
disposal of the hazardous waste. To better manage the
hazardous waste, the Group has formulated its internal
hazardous waste management plan in accordance with
the requirements of local environmental agencies including
“Guidelines for the Development of Management Plans for
Hazardous Waste Producers” (fElRBEE £ EME Et
EHITE45/), to record and report its treatment and data
of hazardous waste timely. The Group advocates on the
incubation of “Circular Economy” concept in its operations,
collecting and giving compressed coal powder cakes to
nearby villagers as burning fuels for free.

Noise

In FY2021, noise emissions of the Group mainly came
from operations of machinery in CBM Project and Raw
Coal Washing plant. In strict compliance with national and
local regulations in terms of noise emissions such as the
“Emission Standards for Industrial Enterprises Noise at
Boundary” (GB12348-2008) (T %1k 3 By A IR 55 R 2 HEpUE
#E), various noise-reducing facilities and measures has been
adopted by the Group to mitigate the impact of noise on the
surroundings. Low-noise equipment with better performance
in noise control is always taken into considerations in
equipment selection during procurement.
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Energy and Resources

In FY2021, the primary resources consumed by the Group
were electricity, petrol, diesel, water and paper. Table 2 in
the Appendix illustrates the amounts of different resources
used by the Group in FY2021. Given the business nature,
the Group did not consume any packaging materials during
the year under review.

Electricity

The electricity consumed by the Group mainly came from its
operations in Raw Coal Washing plant and CBM Project. In
FY2021, the electricity consumption of the Group in FY2021
was 24,002 thousand kWh with an intensity of 0.1 thousand
kWh/m? floor area. The Group’s electricity consumption
was 18% higher than that in FY2020 due to the increase in
production and sales volume of CBM in FY2021, leading to
the surge in electricity consumed in the operation of CBM
Project.

In view of this, the Group is committed to improving
its energy efficiency in terms of electricity usage. The
Group has integrated the idea of “Saving Electricity” into
its business strategy and operations. For instance, the
Group’s CBM business segment has used LED lights for
all its projects so far, and selected inverter equipment to
lower power consumption. In addition, the Group’s offices
specifically implemented the following practices during the
year under review:

o Turned off all lights, electronic device and other
power-consuming equipment at the end of the day;

o Switched off all idle lights and air conditioners; and
° Placed “Save electricity and turn off the light when

you leave please” stickers to encourage employees to
conserve energy.
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Other Energy Resources

In FY2021, the Group consumed petrol and diesel as its
primary energy resources for transportation and industrial
operations. During the year under review, the amount of
petrol and diesel consumed by the Group were 82,466
Litres and 244,230 Litres respectively. As compared to that
of FY2020, the use of petrol rose slightly by 5%, while the
consumption of diesel declined by 19% in the reporting
year. Nevertheless, the Group has adopted effective
measures and focused on the measurement of energy
performance with efficient monitoring system and against
well-defined metrics to further manage the emissions and
operating costs associated with the use of fossil fuels.

Water and Other Resources

The Group understands that oil and gas exploitation,
processing and production may pose potential health
risks to nearby communities through the contamination of
drinking water sources, and large volumes of fresh water
used in operations may also raise water-scarcity concerns,
the Group has put forward various practical solutions to
lower its water footprint. In FY2021, the Group did not face
any problem in sourcing water fit for its purpose. During the
year under review, the Group consumed a total of 77,850
m? water in operations which increased slightly by 6% as
compared to that in FY2020. To this end, the Group has
implemented internal policies to promote smart water use.
For instance, in the Raw Coal Washing plant, the rainwater
collection system has been installed and the collected
water was reused in the washing process. In addition, the
Group has reinforced its recycling efforts throughout the
daily operation and in FY2021, nearly all wastewater was
reused internally. In order to improve the utilisation efficiency
of water resources, the Group has further adopted the
following practices in its office operations:

o Fixed dripping taps timely to avoid further leakage of
the water supply system;

° Strengthened the maintenance and repair on water
taps, water pipelines and water storage; and

° Enhanced the awareness of water conservation among
employees.
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Furthermore, the Group has long been incorporating the
concept of “Paperless Office” and “Office Automation” in its
office operations and encouraging its employees to use less
paper in the workplace:

o Promoted office automation and disseminated
messages by electronic means (i.e. emails or e-bulletin
boards) as much as possible;

° Set duplex printing as the default mode for most of the
network printers; and

o Encouraged all staff to reuse one-side printed papers
as draft paper.

Environment and Natural Resources

Given the business nature, the Group unavoidably consumes
significant amounts of natural resources, including petrol,
diesel and water, and generates various emissions to the
environment in its daily operation. Therefore, the Group has
integrated sustainability mindset into its business strategy.
The Group believes that a thorough and ongoing evaluation
of business impacts on the environment and exploitation of
natural resources is crucial and key for the Group to identify
and manage its exposure to potential environmental risks.

In FY2021, the Group’s major environmental impacts lay
on air emissions, GHG emissions, water usage and noise.
To minimise the impacts, the Group has strictly abided
by the local laws and regulations regarding protection
of environment and natural resources, and adopted
effective measures, such as organising various business
departments to carry out risk assessments on an annual
basis, implementing different management approaches in
accordance with risk categories and building professional
teams to supervise the action implementation, so as to
control the actual environmental risks that the Group may
face or impose during operation. Besides, the Group has
implemented various control measures on air and GHG
emissions, and entrusted a qualified third-party company
to carry out monitoring work during operations. Specific
measures taken by the Group to eliminate its air and GHG
emissions are highlighted as follows:
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° Encouraged the engagement of its employees in green

activities (e.g. tree planting);

o Raised the awareness of emission reduction among its

employees through education;

o Established a scientific and standardised system to

monitor and review the emission reduction progress;

o Installed exhaust filters in vehicles and machinery; and

o Maintained and repaired its facilities on a regular basis

to keep their high working efficiency.
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Air and GHG Emissions
BEREMEAERES
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Taking FY2021 as the baseline year, the Group
targets to maintain the intensity of air and GHG
emissions in FY2022 within the same scope at
the same level.
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FHASEANERERARERRERBHER
58 E R AR K

The Group will establish a scientific and
standardized system to monitor and review the
emissions.

Besides, the Group will conduct regular
maintenance on the machineries and replace
the machinery with the latest model in
accordance with national regulation.
AEERHEIEANBRBRELCNRAAE
B R BE R £ -

AN REE B EHRESET TR
BIRHAE  BREARBEINELS

oL
I 4% BR

Solid Wastes
EREREEY

Taking FY2021 as the baseline year, the Group
targets to maintain the intensity of the
non-hazardous solid waste disposed in FY2022
within the same scope at the same level.
PA2021BT F REESF - AEE B RRN20228
FHRASEANEBEZENEERE LR
[k e

The Group will continue with its commitment in
collecting, sorting and recycling the
non-hazardous solid waste throughout its
operation.

AEBEBESB N NIE -
BRPNEEEREEY -

AEMEKE S E

Electricity
EW)

Taking FY2021 as the baseline year, the Group
targets to maintain the intensity of electricity
consumption in FY2022 within the same scope
at the same level.

PA202181 F R EEF - A K E B 122202281
FHRRABEANNPEREERFERRKF

Besides electricity saving measures, the Group
will raise the awareness of energy conservation
among its employees

RTHEFEBIN AEBEREERSETN

A

S A
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Actions

18

Other Energy Resources Taking FY2021 as the baseline year, the Group
HigeRER targets to maintain the intensity of petrol and
diesel consumption in FY2022 within the same
scope at the same level.

PA20218 £ R EEF - A& E B 2R MN202281
FHRASEANTVREERE RERBERE
HFRFEMERIKF o

The Group will control the consumption of
fossil fuels via giving priority to energy efficient
machinery during procurement selection.
RESCARE O ER  AEBBERESRW
HELZEEE SR EANER -

Water
X targets to maintain the intensity of water

Taking FY2021 as the baseline year, the Group

consumption in FY2022 within the same scope
at the same level.

PA02181 F R EEF - N& B B 1T R 1N202281
FHRREEANAKEEEFERRKTE -

In order to achieve the target, the Group will
continue utilising rainwater collection system
and reusing the wastewater collected as
common ways in its business operations for
water conservation.

RERAR FEEREERFELED  #E
ERAMKKE RS WHEREARENEK
PABRAIRIK o

Climate Change

Climate Change has been a mutual challenge for all industry,
leading to increasingly frequent and devastating extreme
weather, harsher operating risks and subsequently higher
operating cost. While the natural disasters such as flood
in China in the previous years have sparked the Group’s
concern, the Chinese government’s ambition in peaking
the carbon dioxide emissions by 2030 and attaining carbon
neutrality by 2060 also raise the Group’s attention to take
proactive action in coping with its climate-related risks.

The Group understands that gas and oil exploitation
industries are especially vulnerable to extreme weather
events, as such, the Group has performed an analysis
of its exposure to potential climate-related risks, and are
formulating mitigation and adaptation plans for resilience
building. With reference to the guidance of the Task Force
on Climate-Related Financial Disclosures (TCFD) framework,
the Group has assessed and identified the impact of climate
change on itself and summarised its climate-related risks
and opportunities as follows:
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Transition Risks

5 B b

Policy and Legal Risk Under the implementation of the “dual carbon goals” and the introduction of

DR AA 2 B B carbon pricing, the Group’s business which primarily associated with coal may be
constrained which hinders the Group’s business development.
EIEREZRINBETMS AREENARET  AEEEXREBNEIERKA
BEXBIRE  EMEMAEENEHERZME -

Market Risk With the increasing trend and preference of clean energy, it is assumed that

™5 & b in the long run, the market demand on the coal may decline, which will in turn
negatively impact the Group’s business.
BEMHGRBMERBRERNBE  RREXRF  KROTSFRAIEE TEF -
THAEENREREBGELBETE -

Physical Risk

HiRE

Acute Risk Increasingly frequent extreme weather events caused by climate change, such

BB & B as typhoons, rainstorms, floods and heatwaves, are expected to be threatening

the Group’s operations in various ways regarding the health and safety of staff
and the maintenance of facilities etc. These urges the Group to reinforce the
protection of employees’ health and safety, and may induce higher operating cost
due to the potential postponement caused by the extreme weather events, and
extra expenditure for the employees such as insurance.

HARRIESZCEHRE ZFF  HKNMBRERHmAREHAREE sl
AEENESE BINRRNLZE RiEESZHEHENEE - GEREREE
MABETRRENLZE2HRE -ARBINEENER KRB EHAEERNIER
JEERT BRAME AR B A EEA - AR B THRIRX W -

Opportunity

#ia
Product and Service In respond to the “dual carbon goal”, clean energy will gradually become the
E i £ AR 7S mainstream of the future energy structure. The CBM Project of the Group
primarily focuses on the coalbed methane, which is a cleaner fuel, will become a
competitive segment that benefits the Group business development.
REGEHRER]  BRERBBEHFRRARAREREEN TR - ~AEEHKE
REBXZEFINHEER MERBESRAME -EEREEKKA—EA
BMENHNRBRRE  WANRAEBEBER -
At present, the Group is still in its preliminary stage B Al ANEBE R E FE S m (=48
in formulating specific mitigation plans coping with R AZSEMASZTNTEEE - A
climate-related risks. Yet, the Group endeavours to M NEBRKERETEZEETER
formulate and disclose relevant climate-risks management TCFDIEZER$ES| - MO HIEMPBEE
plans with reference to the industrial best practices and the ZHRIERGEBEIESTE -

guidance of the TCFD framework in the future.
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VII. SOCIAL SUSTAINABILITY

EMPLOYMENT AND LABOUR PRACTICES
Employment

As part of its corporate sustainability strategy, the Group
commits to creating an inclusive corporate culture with
mutual respect and care for its employees. The Group
values its employees’ talent and endeavours to providing its
employees with a suitable platform and working environment
for their professional development. As of 31 December
2021, the total number of employees of the Group was 279
(including only the operations within the reporting scope).
In particular, the Raw Coal Washing business segment
and CBM business segment had 111 and 168 full time
employees respectively in mainland China. The breakdown
of the Group’s workforce in terms of age, gender and
position levels is detailed in Table 3 in the Appendix.

Number of Employees by Ape and Gender of the Group in FY 2021
RN N T R R
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Law compliance

The Group’s human capital management policies are
regularly reviewed and updated by the Human Resources
Department in strict compliance with the local laws and
regulations. In FY2021, the Group’s employment policies
and practices abided by the relevant laws and regulations,
including the following:

o Labour Law of the People's Republic of China;

o Law of the People's Republic of China on Promotion
of Employment;

o Insurance Law of the People's Republic of China;

o Labour Contract Law of the People's Republic of
China;

o Minimum Wage Regulations; and
o Regulations on the Supervision of Labour Security.

Recruitment and promotion

The Group’s employment practice is in strict compliance
with its “Staff Handbook” (8 ZF1ft) and associated internal
policies, which serve as the foundation for maintaining a
respectful, inclusive and safe working environment within
the Group. Besides, the Group has formulated and strictly
followed its internal policies in the recruitment process
and the employee management, including “Recruitment
Management Measures” (FBEEZEE L) and “Annual
Recruitment Plan” (£/Z #8E2 51 Zl), that cover the procedures
from demand verification to on-board process. The Group
offers fair and competitive remuneration and benefits in
accordance with the applicants’ educational backgrounds,
personal attributes, job experiences and career aspirations
to attract candidates. The Group refers to market
benchmarks in relation to staff promotion and provides equal
opportunities of promotion and development for eligible
employees who have shown outstanding performance and
potential in their positions.
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Compensation and dismissal

The Group regularly reviews its compensation packages
and performs appraisals of its employees to ensure that
all employees can be recognised and compensated by the
Group appropriately with respect to their capability, efforts
and contributions. In order to attract, retain and incentivize
the employees of the Group, competitive salary packages
and benefit policy have been formulated and implemented.
For instance, the Group offered stock option plan to its
key management personnel under which all outstanding
options were unexercised and lapsed upon expiration of the
exercise period on 5 December 2021. The Group strictly
prohibits any kind of unfair or illegitimate dismissal, thereby
implementing stringent policies regulating the procedures
of dismissal, including verbal warning, warning in writing
and termination of employment contracts if necessary.
In FY2021, the employee turnover rate of the Group was
10.4%. The breakdown of the Group’s employee turnover in
terms of age, gender and geographical locations is detailed
in Table 4 in the Appendix.

Working hours and rest periods

The Group has formulated and stringently implemented
its internal policies, such as “Staff Handbook” (& L F1ff),
“Staff Attendance Management Measures” (2 L% £)& 1% i
%) and “Staff Leaves Management Regulation” (& TK{&
EIEFRTE), in accordance to the local employment laws and
regulations, including Labour Law of the People’s Republic
of China (FZFEARKEFMBELB)X), Legal Protection of the
Rights and Benefits of the Peasant Workers (45 Bh{R[E 2552
&) and Provisions of the State Council on Employees’
Working Hours (Bi75 Pt B850 B T TYERF ERY#R E). In addition,
the Group has established a clock-in system to monitor
the working hours and rest periods for its employees and
provided extra pay or additional day off for the employees
who have worked overtime. The Group respects the rights
of employees for rest and in addition to basic annual leave
and statutory holidays, the employees of the Group are
also entitled to extra leave benefits, such as marriage leave,
maternity leave, paternity leave, compassionate leave as
well as study and examination leave.
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Equal opportunity, diversity and anti-discrimination

As an equal opportunity employer, the Group has been
committed to creating a fair, respectful and diverse working
environment in all its human resources and employment
decisions and prohibits any kinds of discrimination. The
Group strictly complies with applicable anti-discrimination
laws and regulations, including the Anti-Employment
Discrimination Law of the People’s Republic of China (4
#ARIAME G EERE). The Group makes decisions
in hiring, training, promotion opportunities, dismissal and
retirement policies based on factors irrespective of its
employees’ age, sex, marital status, pregnancy, family
status, disability, race, colour, descent, national or ethnic
origins, nationality, religion or any other non-job-related
factors. The Group has zero tolerance in relation to any
workplace discrimination, harassment, or vilification
in accordance with local ordinances and regulations.
Employees are encouraged to report any incidents involving
discrimination to the Human Resources Department of the
Group, which takes the responsibility for assessing, dealing
with, recording and taking any necessary disciplinary actions
in relation to the substantiated cases.

Other benefits and welfare

The Group’s employees are entitled to benefits including life
insurance, medical insurance with hospitalisation coverage,
communal and personal accident insurance, maternity
insurance, unemployment insurance, compensation, mobile
phone fee allowance, gifts during festivals, marriage qift,
maternity gift, well-equipped staff dormitories, special
holiday, housing allowance and annual body check-up in
specific aspects of respirable particles, noise exposure and
chemical exposure. In FY2021, due to the social distancing
rules of epidemic prevention and control work, the Group
did not arrange activities for its employees.

In FY2021, the Group was not in violation with the relevant
laws and regulations in relation to compensation and
dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination,
welfare and other benefits that have a significant impact on
the Group.
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Health and Safety
In FY2021, the Group complied with the relevant laws
and regulations in relation to health and safety protection,
including the following:

° Production Safety Law of the People's Republic of
China;

o Law of the People's Republic of China on Prevention
and Control of Occupational Diseases;

° Fire Control Law of the People's Republic of China;

o Special Equipment Safety Law of the People's
Republic of China;

o Regulation on Work-Related Injury Insurance; and

° Regulations on the Reporting, Investigation and
Disposition of Work Safety Accidents.

The Group values the physical and mental health of its
employees and thus it has implemented the occupational
health system, in which the Group provides regular physical
examinations for the employees and buys commercial
insurance and employee’s safety insurance. In addition, the
Group has established and implemented strict internal safety
and health policies, including “Health, Safety Environment
(HSE) Management Systems” (i@FEZ2REEIEHE),
“Occupational Hazard Prevention System” (B:Z1e =& I
), “Health, Safety Environment (HSE) Management Reward
and Punishment System” ([ZfR%ZZIR%E (HSE) EEEEE
X, “Hazardous Sources Management Measures” (fEf&
JREHEHEE), “Personal Protective Equipment Management
Measures” (EAPZERREENE) and “Measures for the
Safety Management of Hot Work” (E)A{EEZ 2 E IR
). Meanwhile, the Group has summarised all the relevant
policies and procedures that guide the Group’s employees
to minimise their exposure to underlying occupational
risk in “Compilation of Health, Safety Environment (HSE)
Management Systems” (EELZ 2 RIREEHEZMR).
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The Group has been dedicated to strengthening the
management on health and safety risk, the Group’s Safety
Environment Department (ZZ2R{R%f) is responsible for
formulating and implementing the management system,
monitoring and providing guidance on workplace safety.
Besides, the Group has set up an HSE Management
Committee and professional teams that are responsible for
regularly reviewing and overseeing the Group’s HSE policies,
procedures, measures, documentation and effectiveness of
implementation. Meanwhile, the Group updates its health
and safety related policies and process that are aligned
with its business objectives and targets, as well as in
compliance with relevant laws and regulations. Adhering
to the principle of “Safety Management Is Prerequisite
of Work Management” (B T{ENBE L), the Group
requires all business managers to supervise and monitor the
implementation of the Group’s safety policies.

The Group considers noise as the major occupational
risk posed on its employees. To this end, the Group’s
employees are provided with suitable personal protective
equipment including masks, earplugs, protective
clothing, etc. The Group is also well-equipped with other
occupational disease protection facilities such as the
equipment for effective noise reduction and emergency
rescue.

In FY2021, the Group launched “Occupational Hazard
Training Programme” covering the topics including the
interpretation of “Production Safety Law” and relevant laws,
the Group’s occupational health and safety management
system and operating procedures, internal emergency
response plans for occupational hazard accidents, the
concept and prevention principles of occupational diseases,
the major hazards and preventive measures of occupational
disease factors (dust, noise, etc.) during operations and
case studies. To further improve the emergency response
capability of employees and evaluate the practicability and
reliability of emergency response plans for fire accidents,
the Group conducted fire drills and organized training in
relation to fire safety policy, aiming at enhancing its workers’
knowledge and awareness of safety protection.
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Benefiting from the Group’s unremitting endeavours, there
were zero work-related fatalities recorded in the past three
years (including the reporting year). During the year under
review, the Group recorded zero work-related injuries and
thus the related working days lost during the year under
review was zero.

Response to the COVID-19 Pandemic

In 2021, with the alleviation of the Pandemic, the economic
and the livelihood began to recover. Nevertheless, the
Group continued to take actions to protect the health and
safety of its people by formulating the Epidemic Prevention
and Control Leadership Team and strictly implementing its
internal guidelines and policies, including the “Epidemic
Emergency Plan” FTETEAKR S MK EBETER). In response
to the call of national and local governments, the Group
imposed rigorous requirements as follows:

° General Management Department is responsible for
monitoring the body temperature of the staff on duty
every morning and evening, keeping records and
checking the body temperature of outside personnel;

° Production Departments (Ground Engineering
Department, Production Operation Department) should
reduce the number of people going out. If they need
to go out for work, the personnel or inspectors must
wear masks after the approval by the leader and avoid
going to crowded places;

o All departments shall efficiently manage the issuance
of masks and other personal protective equipment for
employees, strengthen temperature monitoring and
establish a ledger to keep records; and

° The Group has appointed Emergency Leadership
Team and emergency office to execute the instructions
from the local government and the Group.

During the year under review, the Group was not in violation
of material relevant laws and regulations in relation to
providing a safe working environment and protecting its
employees from occupational hazards that may have a
significant impact on the Group.
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Development and Training

The Group upholds the belief of “Training Is the Greatest
Wealth that an Enterprise Gives to Its Employees, While
the Greatest Value-added Space for an Enterprise Is the
Development of Its Human Capital”. As such, the Group
encourages and supports its employees with corporate
management training to further improve and develop their
job-related skills and knowledge for career development. In
particular, the Human Resources Department is responsible
for establishing and managing the Group’s training policies
and plans, including investigating and analysing on the
needs of employees, formulating annual and monthly training
proposal, implementing the training and examinations for
employees, and reviewing the training performance for
improving the quality of training in the future.

For the newly hired staff, the Group designs and provides
sound induction training programmes, introducing the
Group’s business segment, employee’s code of conduct
and relevant knowledge, in accordance with the “New Staff
Management Regulation” (#T8 L& #F). The Human
Resources Department strictly complies with the Group’s
internal policies, including “Training File Management
Measures” (IF3I1EZEE Ei1)%), to establish training files
for the new employees. In the meantime, employees are
required to fill in an attendance sheet for record keeping.
Aiming to eliminate potential risks that may cause accidents
and strengthen the emergency response capabilities of all
employees, the Group has also formulated safety training
focusing the equipment operation and pandemic control
training. In FY2021, the training courses held by the Group
for its employees included “Hazardous Factor Identification
and Risks Assessment” (f&5 H &= ¥ # AR FLE), “Training
and Implementation of New Production Safety Law of
the People’s Republic of China” (MZ24£EXEZIIEE),
“Occupational Health and Safety Training” (B3R 2 25
#ll) and “Winter Ten Prevention Safety Training” (%2 [+
b7 1 =21E0).
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Meanwhile, the Group encourages employees to take
external training and professional examinations to improve
their competitiveness and capabilities, through providing
subsidies for the employees who are enrolled in the external
training.

In FY2021, the Group provided a total of 11,715 hour of
training for 214 employees including general staff, senior
employees, management and directors. The breakdown
of the Group’s training information in terms of gender,
employee category and training hours is detailed in Table 6
and 7 in the Appendix.

Labour Standards

Being a socially responsible enterprise, the Group has
been committed to respecting and protecting labour rights.
In FY2021, the Group abided by the relevant laws and
regulations including the Provisions on the Prohibition of
Using Child Labour (ZEIEFAZETRE), the Labour Law
of the People’s Republic of China (1% A R 1B 4 &)%)
and other relevant labour laws and regulations to prohibit
any child and forced labour employment. To combat illegal
employment on child labour, underage workers and forced
labour, job applicants are required to provide valid identity
documents and material such as academic transcript,
qualification/professional certificate and photos, photocopy
of identity card in recruitment process. The Human
Resources Department of the Group is responsible for
checking the alignment of the appearance of job applicants
with their ID card and double-confirming the age of the
applicants, so as to ensure that they are lawfully employable
prior to the confirmation of the employment. All applicants
are required to fill in the “Job Registration Form” issued
by the Group. The Human Resources Department of the
Group strictly controls the recruitment in accordance with
the Business Social Compliance Initiative standards, and
monitors and keeps the compliance of corporate policies
and practices under relevant laws that prohibit child labour
and forced labour. Once the Group finds any cases against
labour standards, the Group will immediately terminate
the relevant employment and a report will be made to the
police.
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In FY2021, the Group was not in violation of any relevant
laws and regulations, in relation to the prevention of child
and forced labour that have a significant impact on the
Group.

OPERATING PRACTICES

Supply Chain Management

In order to effectively identify and address potential environmental
and social risks in the Group’s supply chain, the Group has
established a series of standard procedures for supply chain
management and implemented its internal policies in controlling
and monitoring the quality of incoming goods and supplier
management.

Supplier Engagement

In the selection of the suppliers, the Group’s Procurement
Department performs due diligence of candidates via on-site visits
and collects samples for tests. Once the suppliers are selected,
the Procurement Department is responsible for monitoring the
quality of incoming goods. Meanwhile, the Financial Department is
responsible for archiving such information as coal supply record,
onsite weighting record and coal quality sampling record. To
strive for open and fair procurement, for general procurement of
any single procurement item that costs of USD100,000 or above,
a tender process is launched for the evaluation and selection
of suitable suppliers, whilst for products below USD100,000 in
value, at least 3 different suppliers are selected for comparison in
terms of product quality and cost.
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During the operational phase, the Group makes use of calls, video
conferences, on-site technical exchange to create an ongoing
communication within its supply chain. Besides, the Group
verifies its suppliers’ business legality on a regular basis, where
the suppliers are required to provide company policies, proof of
responsible operations and to demonstrate their commitment
and actions in protecting their employees’ health and safety
in the workplace. For the suppliers who are found to perform
any illegal practice, the Business Department of the Group is
responsible for taking corrective actions in accordance with the
Group’s internal policies, including “Contractor Management
Measures” (B EE Ei#E%), evaluating the consequences that
may occur, summarising the experience learned from incidents
and reinforcing the management of corresponding contractors in
the future. In particular, the CBM business segment of the Group
has set up and implemented “Business Department Management
Measures” (BT EBE B ##%) that defines the duties of each party
in the project and systemises the procedures of projects from
project approval, implementation, to order management and
documentation.

Supply Chain Risk Management

In order to identify and avoid the potential environmental
and social risk in the supply chain, the Group attaches great
importance on its suppliers’ reputation, industry qualifications and
certificates, as well as their compliance to laws and regulations.
To effectively control the underlying environmental and social risk
in the supply chain, the Group has implemented the following
practices:

Environmental, Social and Governance Report 2021 36
Sino Oil and Gas Holdings Limited

REEBEER AEEAEBTE REGE -
BepmXnErh A EHERPRETHE
BRI AEETHBERHEERETH
EBEEE BREERBEHIAREK &
BEENEEFR WERKHEBRRTIEEL
eSS PR E B TREME 277 H Ay & M7
PHoMERAHERFEEZERTR K&
EREGAEERIABEERMEINR TR
HREENIEM AT A BENER  BES
RS WEARKRMEHEEABHNERE -
HREmMs AEERBREBRATNELE
T EEHERE]l ERBTHEESS
WEBE KEBREERM B FTEE
BRXHEHERERSI -

S i R

A e B AN AR B R R B R IR IBE R g R
S AEEREEREEINES TXE
G BEUMEHEZREZRNETBERL A
BTG HEETFBERE N 2R R
AEBERET A TERE :



. Perform interviews with suppliers, through which the
Group assesses its suppliers’ environmental performance
and compliance, especially focusing on their significant
environmental hazards in operations;

. Evaluate the candidate suppliers’ legality, technical level,
production capacity, quality assurance and industry
certificates regularly;

. Pay attention to the suppliers’ progress in improving the
performance of abiding by labour standards, human rights,
code of conduct, anti-corruption policies, and health and
safety-related standards;

. Strengthen internal collaboration and participation in supplier
selection and management;

. Implement differentiated management strategies for
suppliers;

. Provide regular quality management training and
management suggestions for the suppliers;

. Require its supplier to provide internationally recognised
certification such as environmental management system as
well as occupational health and safety management system;
and

. Set out the requirements for environmental protection in the
commercial agreement.

To safeguard the quality of the Group’s supply chain, the Group
conducts supplier evaluation every year regarding the suppliers’
compliances with the Group’s standards, while the Quality
Management Department performs random inspections on the
incoming materials. For those who fail in compliance with the
Group’s practices and the local laws and regulations will be
blacklisted. Only the suppliers being reviewed and approved by
the Procurement Department will be listed on the “List of Qualified
Suppliers” (&8 #75 &%).
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Green Procurement

Following the principle of green procurement, the
environmental-protection concept is incorporated into the Group’s
decision-making process during the selection of suppliers. The
Group gives priority to the local suppliers during the procurement
and requires its suppliers to submit environmental-related
certificates, qualifications, and test reports for their goods. During
the year under review, the Group’s green supplier policy covered
100% of its key suppliers.

In FY2021, the Group was in stable cooperation with 73 suppliers
all located in China, which provide the Group with supplies on
raw coal, hardware and electrical machinery. 58% of the Group’s
key suppliers are covered under the aforementioned supplier
engagement and management policies, with the implementation
of all measures being monitored by the corresponding Business
Department.

Product Responsibility

In FY2021, the Group abided by the applicable national laws
and regulations that have a significant impact on the Group with
regard to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods
of redress, including but not limited to the following:

o Product Quality Law of the People’s Republic of China;

° Production Safety Law of the People's Republic of China;

o Intellectual Property Law of the People's Republic of China;

° Law of the People's Republic of China on the Protection of
Consumer Rights and Interests;

° Regulations on the Prevention and Control of Environmental
Pollution by Tailings;

° Rules for the Implementation of the Mineral Resources Law
of the People's Republic of China;

° Standardisation Law of the People’s Republic of China; and

° Coal Industry Law of the People’s Republic of China.
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Given the Group’s business nature and the principle of
Materiality, the recall procedures and labelling-related issues are
not significant to the Group, thereby not being discussed in this
section.

Quality Control & Safety

The Group strictly adheres to the principle of “People-oriented,
Compliance and Discipline, Risk Forecast and Control,
Sustainable Development, Occupational Hazards Control and
Create a Green Environment” (JAAAZ - BIR<F4D - ERTE
e RBERERE - EHIRERSE - EELBIRE) throughout its
operation. In order to uphold and improve its product quality,
the Group has formulated and implemented its internal policies,
including standardising internal testing procedures, conducting
regular inspections on product quality, and entrusting qualified
external organisations for quality tests on the product of the
Group. Given the business nature, the Group considers recall
procedures not applicable to its business and has no recall
procedures. In FY2021, the Group did not recall products for
health and safety reasons.

Data and Customer Privacy

The Group attaches great importance on the protection of
customer privacy. In order to prevent any breaches of customers’
personal information or confidential document to external parties
without the authorisation from the Group’s senior management
and its customers, the Group has established a series of internal
instructions and procedures to safeguard the information
security and customer’ right. The Group has established access
authority and only authorized employees are allowed to access to
customers’ personal information. Besides, the relevant employees
are required by the Group to sign and execute the confidentiality
agreement for implementing confidentiality of the daily work. The
information collected by the Group from its customers would
be used only for the purpose for which it has been collected.
The above measures are implemented and monitored by the
corresponding business department.
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During the year under review, the Group abided by applicable
laws and regulations regarding customer privacy and there were
no substantiated complaints received by the Group concerning
the breaches of customer privacy and losses of customer data.

Complaints Handling

The Group strives to improving its product quality, and the Group
welcomes and values customers’ feedback. Customers can lodge
their complaints or comments regarding the product or service
of the Group via telephone hotline or fax. The Group also set
up specific department to collect customers’ feedback. Once a
complaint is received, the staff or product being complained will
be investigated according to the internal guidelines, and relevant
departments will immediately implement “Improved Control
Procedures” (GEEFIFERR). Customers will be noticed with the
progress or handling results within a certain time. In order to
prevent similar cases from happening again in the future, the
complaints and their handling results will be announced within the
Group to alert the other employees, and corrective and preventive
measures will be formulated. During the year under review the
Group did not receive any substantive complaints in relation to
the product quality of the Group.

Advertising & Marketing

To ensure the compliance of the advertising materials to the
applicable local laws and regulations, including Advertising Law
of the People’s Republic of China, the Group has established
its internal policies named “Sales and Management System”
(HEEREIEHIE) to strictly prohibit any false or exaggeration
publicity. The Legal Department of the Group is responsible for
monitoring and reviewing on the sale and marketing materials.
Immediate corrective measures will be adopted to rectify the
misrepresentation or exaggerated marketing materials, once the
advertising materials are found to be in violation with the Group’s
internal policies.
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Intellectual Property Rights

The Group is dedicated to protecting its intellectual property
right by implementing a set of internal regulations, including
applying for appropriate intellectual property rights of its new
trademarks and technological innovations, requiring employees
to keep confidential business secrets and other proprietary
intellectual property rights, and signing confidentiality agreement
with its employees and distributors on the commercial and
technical intellectual property rights. In order to further protect
its intellectual property rights, the Group hires legal advisors,
and arranges internal legal personnel for acquiring their legal
advice against theft or infringement upon the Group’s intellectual
property rights.

Technological Innovation

In order to maximise the gas production via advancement in
technology, the Group has made an investment in technological
innovation with approximately RMB1.05 million in its Sanjiao
block of CBM business. The Group designed an integrated health
index for the progressive cavity pump and invented a monitoring
system to have an efficient and real-time fault detection of the
progressive cavity pump. The advancement eliminates the risk
of production downtime due to progressive cavity pump failure,
as well as reduces the probability of missed or false alarm of
progressive cavity pump. Besides, the Group established a
differential well production system to maximise the potential
gas production of a single well. The system also help solve the
problem of quantitative optimization of wells which are newly put
into production with horizontal multi-branch in Sanjiao block.

41

BR HERELIRS

A ERE

AEERIRNBBER —ERNIERKRE
HABERE SR/EFBEEMEAM S
FEEMNAMAEE BERETIRTARUE
MEMEENBERE TRETMEHER
FERRBAENRMABEENRERE ° &
E—TREENBERE AKERBFT AR
B YZHEABERAERBERRILAR
SEAMMERNTREMEIZER -

BT RIAT

AEEBZNRBERMANF  URAREH
REKEREE At AEERETHOA
RE10658 £ = R [ 8 B B 3R 5% 75 19 Bl BT
FoAREBERFTEERHREMREZEF
BMESREERG HBRERRETSR K
B MERA - ZREAEBR T HRNEER

[EMENEMERNER  LRETERER
WERBRRBAO AN - U NREEZ
VTHAZRLHRHE FAREHMES
BERXNEBEEE ZENEAPRBAR=ZR
BBEAKFEOHREHNEERLHE -

2021 BB - HERERRS
FEARERERLQA



Environmental, Social and Governance Report

Anti-corruption

The Group has been committed to maintaining a fair, ethical
and efficient working environment by minimising its exposure to
bribery, extortion, fraud and money laundering, and any other
risks in relation to the code of business conduct. During the year
under review, the Group abided by the local laws and regulations
relating to corruption and bribery, including:

o Law of the People's Republic of China on Anti-Money
Laundering;

° Article 274 of the Criminal Law of the People's Republic of
China (on extortion and fraud);

° Article 387 of the Criminal Law of the People's Republic of
China (on illegal acceptance of other's property);

° Interim Provisions on Banning Commercial Bribery;

° Anti-Unfair Competition Law of the People's Republic of
China;

° Anti-Corruption Law of the People's Republic of China; and

° Law of the People’s Republic of China on Tenders and Bids.

Environmental, Social and Governance Report 2021 42
Sino Oil and Gas Holdings Limited

R&S

AEB-BERNRNBEBR B ME®
RUALBEREZTATNEMERRES
RIE - LAER—EQT  BEMNSUHIIE
RE - REBEFER AKEETEHEH
RIBMMABREVERER - B

(PEARAMBEREEE)

(PEARAMBEINESE — 7 £+ K

(BARBFFHR))

(PEARAMBEAZZE=A N+ LK
(BRIEEWZ AR Y))

(ARELAERBITANEITRE)

(PEARANBERAEEHF L)

(PEARAMBERBEHBOR) - AR

(PFEARAMBERRRBE) -



Aiming to provide its employees with an ethical and fair working
environment, the Group conducts regular internal monitoring on
bribery and corruption issues to prohibit all form of corruption
practices in accordance with its internal Anti-corruption Policy.
Besides, the Group has formulated and strictly implemented a
reward and punishment system, which is based on a scoring
system and managed under joint liability. The Group has strictly
implemented “Off-office Audit Management Measures” (Bf{Tz
SHEEWHE) to proceed audit on the outgoing employees and
anyone who is found to be associated with corrupt practices will
be transferred to the judicial authority for handling. Furthermore,
the Group strictly implemented its tendering process in
accordance with the Law of the People’s Republic of China on
Bid Invitation and Bidding, where anyone is found to be violating
the law and regulation will be transferred to the judicial authority
for handling. For the sake of preventing the Group’s employees
from being involved in crimes during raw coal procurement,
the payment method is clearly written in the contract with the
suppliers. To supervise and ensure its internal policies regarding
ethical business behaviours are implemented effectively across
the organisation, the Group has formulated the Inspection
Team, which is responsible for regulating and monitoring the
operation practices in relation to bribery, extortion, fraud or
money-laundering in the Group.

The Group has set up an effective Whistleblowing Policy.
Whistle-blowers can report in writing to the Audit Committee
of the Company for any suspected misconduct with full details
of the incident and supporting evidence. The Audit Committee
of the Company is responsible for reviewing and carrying out
investigations against any suspected or illegal behaviours to
protect the Group’s interests. The Whistleblowing Policy also
protects whistle-blowers from unfair dismissal or victimisation.
Subject to the severity of the reported matter, professional
companies may be engaged to undertake further investigation
and a report will be submitted promptly to relevant regulators or
law enforcement authorities when the management of the Group
considers it necessary.
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To raise the employees’ awareness on anti-corruption practices
and to promote the Group’s determination of prohibiting all forms
of bribery and corruption within the organisation, the Group
held a 2-hour training workshop in relation to anti-corruption for
its employees during the year under review. 53 staff members,
including directors and management, senior employees and
general staff participated in the training to strengthen their
In FY2021,
concluded legal cases regarding corrupt practices brought

awareness of anti-corruption. there were no
against the Group or its employees. In FY2021, the Group was
not in violation of the relevant laws and regulations in relation
to bribery, extortion, fraud, and money laundering that have a
significant impact on the Group.

Community Investment

Since its inception, the Group has been dedicated to engaging
with community groups and supporting the development of local
communities by minimising its impacts during operations on
nearby residents and leveraging its strength to cope with urgent
social challenges and livelihood issues. In particular, the Group
has attached greater importance on promoting local employment,
harnessing unconventional clean energy resources, connecting
with local citizens, assisting members in the society to fight
against the Pandemic and facilitating the education development.

Promoting local employment

In order to promote the employment of the community in which
the Group operates, the Group has actively responded to the
local government’s policy of employment, and provided different
local job opportunities such as mining and line inspection
workers.

Harnessing unconventional clean energy resources

In response to the national call of green development and
constructing “Beautiful China”, the Group has been unceasingly
intensifying the exploration and development of CBM, leveraging
all its strength and making a significant amount of investment to
tackle key technical bottlenecks in exploitation and development.
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Assisting members in the society to fight against the
Pandemic

During the Pandemic, the Group not only attached importance
on its employees’ health, but also made efforts to assist the
underprivileged and people in need to tide over such difficult
times. The Group donated masks to local frontline health workers
and daily necessities and groceries to the impoverished villages.

Facilitating the education development

The Group deeply understands the importance of education and
places attention to promote the education development, the
Group has donated RMB100,000 to the Education Promotion
Association of Linjiaping Town, Lin County to facilitate the
learning opportunities for the local community.

45

BR HERELIRS

By i B SR T

RIEHE AEETEEREIRR F5
NEPHEHENBEFTENARBHER - K
SERAEMAREHRABRBEAOZIANG
BERMRBELEAVERERMMEE -

RENE LR

FEEROAENEEY BANEDYE
HR AEECARERRTERERES
BRARBIOET  AEBHERNTS S
B -

2021 BB - HERERRS
FEARERERLQA



Environmental, Social and Governance Report

VIII.APPENDIX

Table 1 The Group’s Total Emissions by Category in
FY2021 and FY2020 7
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F— 2021701202084 SEE A EFE L HEW 9 577

Intensity’ Intensity ?
Emission Key Performance (Unit/m? Floor Area) Amount in (Unit/m? Floor Area)
Category Indicator (KPI) Unit Amount in FY2021 in FY2021 FY2020? in FY2020
20218t 2021BH 4R 20208 & 20208 2
HHER HEENEE E{i HRE (BfL/FH%) #RE (BfL/FH%)
S0, Kg
Hatn e 147 - 182 -
Air Emissions NO, Kg
BN A&y TR 7,126 - 8,490 -
PM Kg
BHiy TR 871 - 1,080 -
Scope 1 (Direct Emissions)® Tonnes of CO,¢
SE-(ERHR)° B_EliRES 969 0.004 1,003 0.005
o Scope 2
Ggi Em;sspns (Energy Indirect Emissions}* Tonnes of CO.¢
REREMHR BE = (WRmREER) H-EfHKEE 14,644 0.07 12,393 0.06
Total (Scope 1 & 2)° Tonnes of CO,¢
ey (6E-REE=) B_8liRES 15,613 0.07 13,396 0.06
Solid Wastes Tonnes
o Jezeias EEEEY 18 343,683 16 299,293 14
HIESHE Wastewater® m?
EZEED "
ke LS 77,850 0.4 73,237 03
Hazardous Waste Solid Wastes Tonnes
RERED EREEY [ 6 2.7%10% - =

Intensity for FY2021 was calculated by dividing the amount
of air, GHG and other emissions respectively by the Group’s
floor areas of operations in FY2021, which was around
220,978 m?;

The amount and intensity in FY2020 were extracted from the
data in the ESG report for FY2020;

The Group’s Scope 1 (Direct Emissions) only included the
emissions arose from the mobile consumption of petrol and
diesel;

The Group’s Scope 2 (Energy Indirect Emissions)
only included the emissions arose from the electricity
consumption;

The amount of GHG emissions in FY2020 was adjusted
according to the updated standards for consistency;
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@ The total amount of wastewater generated by the Group was
primarily based on the appropriate estimations assuming
100% of the fresh water consumed by the Group will enter
the sewage system in areas where an accurate recording of
the amount of wastewater was hard to obtain; and

te The methodology adopted for reporting on GHG
emissions set out above was based on “How to Prepare
an ESG Report? — Appendix 2: Reporting Guidance
on Environmental KPIs” issued by the Stock Exchange,
Guidelines to Account for and Report on Greenhouse
Gas Emissions and Removals for Buildings (Commercial,
Residential or Institutional Purposes) in Hong Kong and the
2006 IPCC (Intergovernmental Panel on Climate Change)
Guidelines for National Greenhouse Gas Inventories.

Table 2 Total Resource Consumption in FY2021 and
FY2020

BR HERELIRS

EEELANBEKEETIEZENEEI
ETDEBEKRKENRIETRRERE
B K 2 B E AR K RS H) & B G
iR

PR ERBEMBRERBOTEE
RHBEERXSREERMER QA HELT
MM RERE HERERRE—
fisk— : IRBRARBEBUERERIES]
[BEREY (% EXTHAHAR)
VEERBHEREBBNORENRE
¥8 511 A R [ 20065 IPCCEI 5 A %= R %
BEEEEE] -

FZ 20217120208/ EEFEREHEAE

Intensity’ Intensity?
Key Performance Amount (Unit/m? Floor Area) in Amount in (Unit/m? Floor Area) in
Use of Resources Indicator (KPI) Unit in FY2021 FY2021 FY2020? FY2020
N1 EHE 202085 0208 EHRE
BRER RERNER Eft 221HEEE (Bfi/FH%) 4§ (Bfi/F5%)
Electricity KWh' 000
£ TETRE 24,002 01 20312 01
Petrol L
b #t 82,466 0.4 78,884 04
Energy
e Diesel L
s il 244,230 11 303,089 14
TOTAL ENERGY AFTER
CONVERSION® KWh'000
BhgmEE TETRE 27,415 0.1 24,321 0.1
Water Water m?
X s R 77,8504 04 73,237 03
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Intensity for FY2021 was calculated by dividing the amounts
of resources the Group has consumed in FY2021 by the
Group’s floor areas of operations in FY2021, which was
around 220,978 m?;

The amount and intensity in FY2020 were extracted from
the data in the ESG report for FY2020 and divided by the
Group’s floor areas of operations in FY2020, which was
around 220,978 m?;

The methodology adopted for energy conversion and
calculation conversion factors set out above was based on
“How to Prepare an ESG Report? — Appendix 2: Reporting
Guidance on Environmental KPIs” issued by the Stock
Exchange; and

For Raw Coal Washing business segment, the water
consumption was 66,123 m?3, while for CBM business

segment, the water consumption was 11,727 m?®.

Table 3 Number of Employees by Age Group, Gender,
Employment Type and Geographical Locations of the

Group in FY2021'

x=
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202181 F #y 58 [§ R AN & B2021 81 B
HEMEIRE D 5K A K & E202181
FE R L BEE220,978F FKEH ¢

2020 FROE R EFMARE D A KA
202081 FFESGHR & 1 1) B LA R IR BR
VA A £= 1202087 4F #) & 48 [ 76220,978
FIORAGH

gt 2BBMAAEAEANFER
ER AR Eme (A EHRE
HERERRE W= BIRERE
BIERERIES) AR

JR B R E TSR ¥R B B 7K &2 B266,123
VUHEK BEEREBRHLNABKE

11,7273 5 % o

2021 EXKEEEERESR M

R~ B A K% 3t 32 {3 B 53 R

Unit : Number of employees Age group
Bl : BTAH ERER
Aged 30 or Aged between Aged between Aged 51 or

Gender below 31 and 40 41 and 50 above Total

i3] 30U T 31ZF 407 41 E505% 515 MU L By

Male

3 57 65 38 70 230

Female

E°§ 7 9 27 6 49

Total

B 64 74 65 76 279
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Position Level

B fiL
Director and
Gender General staff Senior employee management Total
451 —R1ES BRES ESREHEE By
Male
=2 198 21 11 230
Female
z 47 2 0 49
Total
8B 245 23 11 279
Employment type
EiRER
Full time Part time Total
28 i3 B
279 0 279
Geographical Locations
I B
Mainland China Hong Kong Total
Hh B A 3, HE B
278 1 279

The employment data in headcount was obtained from
the Group’s Human Resources Department based on the
employment contracts entered into between the Group and
its employees. The data covered employees engaged in a
direct employment relationship with the Group according to
relevant local laws and workers whose work and/or workplace
was controlled by the Group within the reporting boundary.
The methodology adopted for reporting on employment
data set out above was based on “How to Prepare an ESG
Report? — Appendix 3: Reporting Guidance on Social KPIs”
issued by the Stock Exchange.
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Table 4 Employee Turnover Rate by Age Group, R 2021 BA B SE R R E ) -~ MR F0ih I
Gender and Geographical Locations in FY2021" BN MHMETTiRRE
Unit : Number of employees Age group
Efi: BTAH FHRAER
Aged Aged
Aged 30 or between between Aged 51
Gender below 31 and 40 41 and 50 or above Total
:3:] 0BT 31E408% 41FE508%  51EEE @y
Male
B 11 10 5 2 28
Employee turnover rate
EERXX(BOL) 19.3% 15.4% 13.2% 2.9% 12.2%
Female
LS 0 1 0 0 1
Employee turnover rate
EERAE(BAL) 0% 11.1% 0% 0% 2.0%
Total
B 11 11 5 2 29

Total employee turnover rate
BEERAE(ADLL) 17.2% 14.9% 7.7% 2.6% 10.4%

Geographical locations

I E
Locations Employee turnover Employee turnover rate
b 12 EEREANE BERKE(ENL)
Mainland China
i 29 10.4%

1 The turnover data in headcount was obtained from the ! EIRKREERBEBEAEEEAES
Group’s Human Resources Department based on the ZHEFIYMERER  RASEHA
employment contracts entered into between the Group and HEREERS - KRR ZEBiB20218
its employees within the reporting boundary. Turnover rate B E N 8 T Bk B8R 202181 B F
was calculated by dividing the number of employees who EHEIAHGESRSL - LiuisgESB
left in FY2021 by the number of employees in FY2021. The T/ R 8UHR P 5K A 19 77 0% 2 B 50 FR B
methodology adopted for reporting on turnover data set out RETBEMO A EFRIRE g RE
above was based on “How to Prepare an ESG Report? — BRE ? — K 8RS (2 RAR B BUE IR
Appendix 3: Reporting Guidance on Social KPIs” issued by HEEmE) o
the Stock Exchange.
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Table 5 Number and Rate of Work-related Fatalities of

R -iEREIHESE

REFREBE=EVMBFERTEHA

the Group in Past Three Financial Years' FABYFE = A B F0%5E =&
Year FY2019 FY2020 FY2021
£ 201981 & 202084 & 202184 &£
Number of work-related fatalities
TEMEBERILT AR 0 0 0
Rate of fatalities (per hundred workers)
TR (B—EKEI) 0 0 0
Lost days due to work injuries
EIEBEEHRE 0 0 0

! The injury and fatality information was obtained from the
Group’s Human Resources Department. The methodology
adopted for reporting the number and rate of work-related
fatalities set out above was based on “How to Prepare an
ESG Report? — Appendix 3: Reporting Guidance on Socia
KPIs” issued by the Stock Exchange.
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Table 6 Number and Percentage of Employees Trained

in the Group by Gender and Position Level in FY2021!

7% 202154 5 4 5 B 45 14 HI 70 B 437 21
SHEIAHRE S

Total number of employees

BTHEE 279
Total number of employees trained
BT RINAEE 214
Total percentage of employees trained
XINEIAD 76.7%
Unit : Number of employees Position Level
Bfi:BTAH BAk i

Director and
Gender General staff Senior employees management Total
1 5 —RES aRES ESREEE ey
Male
3 161 22 6 189
Percentage of employees trained
XIEIFEHL 75.2% 10.3% 2.8% 88.3%
Female
LS 24 1 0 25
Percentage of employees trained
XIEIFHL 11.2% 0.5% 0% 11.7%
Total
B 185 23 6
Percentage of employees trained
XIEIFHL 86.4% 10.8% 2.8%

g The training information was obtained from the Group’s ! BEIRIEBERASTENANERSD
Human Resources Department. Training refers to the B -BIIREAEEE TH202181
vocational training that the Group’s employees attended BEE2NMHBES - ElFRES
in FY2021. The methodology adopted for reporting on the IEINAERNE DL BEMRAN S
number and percentage of employees trained set out above VA B B P ER B A2 T R A Y R (] 2E A IR

was based on “How to Prepare an ESG Report? — Appendix

3: Reporting Guidance on Social KPIs” issued by the Stock

Exchange.
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Table 7 Training Hours Completed in the Group by

Gender and Position Level in FY2021!

BR HERELIRS

R+t 202151 B 4F B2 A 5 B 414 Bl 70 B
i 45 51 81 53 1) © 52 A 33 3l i B0

Unit : Training Hours

Position Level

BB fir - sl B Bk i 28 5l

Senior Director and
Gender General staff employees management Total
451 —RES =ERES ESREEE B
Male
S 8,844 1,879 296 11,019
Average training hours
S IR & 44.7 89.5 26.9 47.9
Female
oy 672 24 0 696
Average training hours
SEH B IR 8 14.3 12 0 14.2
Total
48 8y 9,616 1,903 296 11,715
Average training hours
15 5 51| 5 B 38.8 82.7 26.9 42.0

The training information was obtained from the Group’s !
Human Resources Department. The methodology adopted for

reporting training hours set out above was based on “How to

Prepare an ESG Report? — Appendix 3: Reporting Guidance

on Social KPIs” issued by the Stock Exchange.
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