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International Standard Resources 91HK NOTE

Stepping into Coal Bed Methane Business

® Stepping into Coal Bed Methane (CBM) Business. International

Standard Resources (ISR) is principallv engaged in 1) exploration and
exploitation of coal bed methane gas., 2) sales of electronic
components, and 3) treasurv which includes securities trading and
monev lending. While the sales of electronic components segment
contributed the most revenue in 1H14, it is believed that the companv
is shifting their focus purely on the coal bed methane gas business in
the future. Coal bed methane is simply methane (CH,;) found in coal
seams, which can be used as a clean burning fuel.

® Production Sharing Contract Settled. Can-Elite Energy, a wholly

subsidiary of ISR, entered into an exclusive production sharing contract
that valid until April 2038 with China United Coal Bed Methane
(CUCBM) in a Contract Area in Anhui Province. The Contract Area
includes two production districts namely Lu Ling and Su Nan with an
area of 211.041km’ and 356.802km’, respectively. Can-Elite Energy
has a controlling stake of 70% of the production sharing contract and
is fully in-charge of the project’s capital investment and technology &
engineering deployment. The NDRC approved reserve report indicated
that Lu Ling district has a proven CBM reserves of 3.16b m® with 1.49b
m?® are classified as commercially recoverable. Using a current CBM
wholesale price of RMB3.3/m? as reference, the potential revenue
derivable from production in Lu Ling is expected to be RMB5.0b over
the production phase.

Putting the final piece of puzzle together. ISR is on track to setup a
small scale CBM test-well group before Jun 2015 in Lu Ling district. The
goal is to reach a preliminary production level of 10,000m?®/day. In
addition, the company is actively seeking to secure long-term gas
supply and sales agreements with regional prospective buyers.

Huge potential and await operating figures to trigger revaluation.
The Chinese government issued a policy guideline in Sept 2013
encouraging investment in CBM exploration and development and
more pipeline infrastructure through financial incentives and tax
breaks to producers and reform of local price controls. We believe
technical challenges remain to be the biggest barrier, yet current
policies welcome foreign investors with technical expertise to exploit
them. We believe the market will trigger a revaluation of ISR once the
CBM can become commercialized.

Financial Data

Financial Data Unit FY2010 FY2011 FY2012 FY2013
Turnover HKS (mn) 46 36 38 98

Growth y-o-y (%) 0% -22% 5% 160%
Net Profit HKS (mn) 10 (393) (202) (353)

Growth y-o-y (%) n.m. n.m. n.m. n.m.
Gross Margin (%) 16.5 36.0 22.9 9.5
Net Margin (%) 22.6 n.m. n.m. n.m.
NAV per share (HKS) 0.99 0.59 0.53 0.41
Enterprise Value (HKS) 1,360 1,161 1,153 1,085

Source: Bloomberg, CIS(HK)
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Disclaimer

The information, tools and material presented herein are provided for informational purposes only and are not to be used or considered as an offer or a
solicitation to sell or an offer or solicitation to buy or subscribe for securities, investment products or other financial instruments, nor to constitute any advice or
recommendation with respect to such securities, investment products or other financial instruments.  This research report is prepared for general circulation. It
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. You
should independently evaluate particular investments and you should consult an independent financial adviser before making any investments or entering into any
transaction in relation to any securities mentioned in this report.

The information, tools and material presented herein are not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
China Investment Securities International Brokerage Limited and China Investment Securities International Futures Limited (Collectively “ China Investment
Securities (HK)) to any registration or licensing requirement within such jurisdiction.

Information and opinions presented in this report have been obtained or derived from sources believed by China Investment Securities (HK) to be reliable, but
China Investment Securities (HK) makes no representation as to their accuracy or completeness and China Investment Securities (HK) accepts no liability for loss
arising from the use of the material presented in this report where permitted by law and/or regulation. ~ This report is not to be relied upon in substitution for the
exercise of independent judgment. China Investment Securities (HK) may have issued other reports that are inconsistent with, and reach different conclusions
from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared
them.

The research analyst(s) primarily responsible for the preparation of this report confirms that (a) all of the views expressed in this report accurately reflects his or
her personal views about any and all of the subject securities or issuers; and (b) that no part of his or her compensation was, is or will be, directly or indirectly,
related to the specific recommendations or views he or she expressed in this report.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made
regarding future performance.

China Investment Securities (HK), its directors and employees may have investments in securities or derivatives of any companies mentioned in this report, and
may make investment decisions that are inconsistent with the views expressed in this report.

General Disclosure

China Investment Securities (HK) and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the
extent permitted by law, from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform
services for or solicit business from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options
thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. China
Investment Securities (HK) may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are
based, before the material is published. One or more directors, officers and/or employees of China Investment Securities (HK) may be a director of the issuers of
the securities mentioned in this report.

This research report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs
of any specific person who may receive this report.

The information contained herein is believed to be reliable, its completeness and accuracy is however not guaranteed. Opinions expressed in this report are
subject to change without notice, and no part of this publication is to be construed as an offer, or solicitation of an offer to buy or sell any securities or financial
instruments whether referred therein or otherwise. We do not accept any liability whatsoever whether direct or indirect that may arise from the use of
information contained in this report.

Regulatory Disclosures as required by the Hong Kong Securities and Futures Commission

Policies of China Investment Securities (HK):

. Research analysts who publish investment research are not directly supervised by, and do not report directly to, investment banking or sales and trading
personnel.

. Research analysts’ compensation or remuneration should not be linked to any specific investment banking function or to recommendations in research.

. Research analysts or their associates are prohibited from dealing in the securities or any derivatives of any companies the research analysts
review/analyse/cover.

. Research analysts or their associates are prohibited from holding any directorship or other position in any company the research analysts
review/analyse/cover.

China Investment Securities (HK) is not a market maker in the securities of the subject companies mentioned in this report.

China Investment Securities (HK) does not have any investment banking relationship with the companies mentioned in this report within the last 12 months.

China Investment Securities (HK) and the research analysts who publish investment research do not have any interests relationship with the companies mentioned

above.

China Investment Securities International Brokerage Limited
63/F, Bank of China Tower, 1 Garden Road, Central, Hong Kong

Tel: (852) 3983 0888 (Office) (852) 3983 0808 (Customer Service)

Fax: (852) 3983 0899 (Office) (852) 3983 0855 (Customer Service)
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