
 

Renergen Ltd 
Government Investor Highlights Virginia’s Value 
 
Share Code: REN – Market Cap: R5.1bn – PE: -114x – DY: 0.0% 

12m Target Price 6867cps 

Share Price 3933cps 

Implied Return 75% 

Resources | South Africa 

 
News: South African Government invests directly 

• South Africa’s Schedule 2 state-owned diversified energy 
company, Central Energy Fund (CEF), has signed a non-binding 
term sheet to invest R1bn into Renergen’s wholly-owned 
subsidiary that houses the Virginia Gas Project, Tetra4, in 
exchange for new shares equalling 10% of Tetra4 being issued. 

• The agreement leaves 141 days for the CEF to complete a due 
diligence, get necessary approvals, & sign a binding legal 
agreement with Renergen. This period can be extended & 
Renergen has the option to renegotiate the price. 

Our Thoughts: Adds momentum, derisks further & implies fair value 

• This deal adds further momentum to the direct investment into 
the Group by Ivanhoe Mines, further capitalizes Phase II and, 
more subtly, aligns this project’s success directly with domestic 
Government that somewhat politically & regulatory derisks it. 

• Management has confirmed that the CEF deal is backed by 
Ivanhoe Mines. Thus, it may add to the probability that Ivanhoe 
Mines will follow their remaining rights at Group-level. 

Valuation and Implied Return: CEF price tag implies 6946cps 

• Given the proximately to our last note, we have not updated our 
fair value for Renergen and maintain it at 5821cps (previously: 
5821cps) with a 12m TP of 6867cps (previously: 6867cps). 

• The R1bn price attached to 10% of Tetra4 implies a valuation of 
R9bn for the remaining 90% held by Renergen, or c.6946cps per 
issued REN share (=R9bn / c.129.5m issued shares). 

• While this implied valuation is only indicative (the CEF likely has 
different criteria for making/valuing investments than stock 
market minorities, the investment further derisks the project, & 
shareholding in a subsidiary does not take into account other 
Group assets nor HoldCo costs), it certainly highlights how 
undervalued Renergen’s shares potentially are. 

 

Renergen’s Share Price 

 
Sources: Profile Media, Blue Gem Research 

 

Renergen’s Forecast Production Profile 

 
Source: Blue Gem Research 

 

Renergen’s Forecast Capex Profile 

 
 Source: Blue Gem Research 

 

Production: FY 21A H1:22A FY 22E FY 23E FY 24E FY 25E FY 26E 

LNG - Phase One (Giga Joules) - - 152,083 760,417 894,250 876,365 858,838 

LNG - Phase Two (GJ) - - - - 4,380,000 8,760,000 13,140,000 

Helium - Phase One (thousand cubic feet) - - 9,718 23,324 22,857 22,400 21,952 

Helium - Phase Two (mcf) - - - - 134,068 268,136 402,204 

Gas Reserves:        

Natural Gas - 1P (billion cubic feet) 215.1 215.1 215.0 214.2 211.3 202.5 189.6 

Helium - 1P (bcf) 7.2 7.2 7.2 7.1 7.0 6.7 6.3 

Financials (R'000's):        

Revenue 1,925 1,249 90,745 369,474 2,001,366 3,573,904 5,146,611 

Net Profit -42,620 -25,167 -27,260 110,275 744,995 1,167,356 1,880,503 

HEPS (cps) -36.3cps -21.0cps -22.5cps 72.2cps 343.3cps 432.8cps 697.2cps 

Price Earnings (x) -109.6x -94.5x -177.1x 55.1x 11.6x 9.2x 5.7x 

Return on Assets (%) -5% -3% -1% 2% 12% 18% 22% 

Sources: Renergen, Profile Media, BLM, MHA, various company reports & Blue Gem Research workings & assumptions 

twitter.com/BlueGemResearch 
 

facebook.com/BlueGemResearch 
 
www.BlueGemResearch.co.za – Confused by this report? View our methodology and 
FAQ. Please refer to disclaimer at the end of this document and on website 
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Summary & Forecast: FY 21A H1:22A FY 22E FY 23E FY 24E FY 25E FY 26E 

Production:        

LNG - Phase One (Giga Joules) - - 152,083 760,417 894,250 876,365 858,838 

LNG - Phase Two (GJ) - - - - 4,380,000 8,760,000 13,140,000 

Helium - Phase One (thousand cubic feet) - - 9,718 23,324 22,857 22,400 21,952 

Helium - Phase Two (mcf) - - - - 134,068 268,136 402,204 

Gas Reserves: FY 21A H1:22A FY 22E FY 23E FY 24E FY 25E FY 26E 

Natural Gas - 1P (billion cubic feet) 215.1 215.1 215.0 214.2 211.3 202.5 189.6 

Natural Gas - 2P (bcf) 407.0 407.0 406.9 406.1 403.2 394.4 381.5 

Natural Gas - 3P (bcf) 600.1 600.1 600.0 599.2 596.4 587.5 574.6 

Helium - 1P (bcf) 7.2 7.2 7.2 7.1 7.0 6.7 6.3 

Helium - 2P (bcf) 13.6 13.6 13.6 13.5 13.4 13.1 12.7 

Helium - 3P (bcf) 20.0 20.0 20.0 20.0 19.8 19.5 19.1 

Financials (R'000's):  FY 21A   H1:22A   FY 22E   FY 23E   FY 24E   FY 25E   FY 26E  

Revenue 1,925 1,249 90,745 369,474 2,001,366 3,573,904 5,146,611 

Gross Profit -917 -357 84,687 323,145 1,819,312 3,138,002 4,511,681 

Operating Profit -46,773 -25,411 10,449 259,673 1,715,446 2,983,071 4,356,033 

Net Profit -42,620 -25,167 -27,260 110,275 744,995 1,167,356 1,880,503 

Issued Shares (000's) 117,427 123,140 123,140 164,322 269,736 269,736 269,736 

Weighted Shares (000's) 117,427 119,570 121,355 152,634 217,029 269,736 269,736 

EPS (cps) -36.3cps -21.0cps -22.5cps 72.2cps 343.3cps 432.8cps 697.2cps 

HEPS (cps) -36.3cps -21.0cps -22.5cps 72.2cps 343.3cps 432.8cps 697.2cps 

Price Earnings (x) -109.6x -94.5x -177.1x 55.1x 11.6x 9.2x 5.7x 

Total Assets 780,271 859,810 697,730 5,900,552 10,264,367 11,446,909 13,349,472 

Property, Plant & Equipment 475,558 575,591 862,063 6,833,066 10,519,521 12,670,416 12,289,743 

Intangible Assets 112,155 135,821 122,875 128,235 455,195 674,955 744,635 

Equity 206,408 289,302 179,148 1,764,184 2,509,179 3,676,535 5,557,037 

Return on Equity (%) -21% -9% -15% 6% 30% 32% 34% 

Total Liabilities 573,954 570,508 516,195 4,131,592 7,750,412 7,765,598 7,787,659 

Total Debt 534,293 503,585 503,585 4,117,544 7,731,504 7,731,504 7,731,504 

Return on Assets (%) -5% -3% -1% 2% 12% 18% 22% 

Return on Capital (%) -6% -3% -1% 2% 11% 14% 19% 

Production & Revenue Profile:               

        

 
 
 

       

  
  

    

        

        

        

        

        

        

        

        

                

Sources: Renergen, Profile Media, Bloomberg, BLM, MHA, various company reports & Blue Gem Research workings & assumptions  
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Virginia Gas Production Profile - Phase One & Two
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Virginia Capex Profile - Wells, Pipeline & Plant Capex

Phase One Phase Two Annual Capex (Rm)

Assuming Ivanhoe Mines follows its 25% option at the current share price (less 10% discount) in 120 days’ time. Also, 
assuming that they then follow their rights to increase their shareholding up to 55% (capped at $250m) mid-FY 24E. 
We have not yet taken into account the 10% dilution at Tetra4-level as CEF term sheet is currently non-binding. 
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Disclaimer 

Confused by this report? View our methodology, FAQ and this disclaimer. 

*Market prices in this report predominantly set to Intra-day & Closing Prices noted on 25 March 2022. 

Potentially a Commissioned Report 

With reference to the disclosure contained within the ‘Disclosures*’ section below, it is possible that Blue Gem Research (Pty) Ltd has agreed with Renergen 
Linited (here after referred to as ‘the Company’) for the inclusion of the Company in its coverage universe for a certain time period. Part of this agreement 
includes payment to Blue Gem Research (Pty) Ltd by the Company and, as such, Blue Gem Research (Pty) Ltd, any employees, contractors and/or analysts who 
worked on this report cannot be considered independent in any way. Thus, this is a commissioned report and cannot be considered financial advice, investment 
advice or any such similar material. 

In the event that this is not a ‘Commissioned Report’, then all the usual disclaimers concerning independent research are applicable per industry norms. 

Ownership of the Report 

This report is the property of Blue Gem Research (Pty) Ltd but may be freely distributed so long as in the act of such a distribution no additions to, deletions 
from and modifications to this report are made. Furthermore, no party without the express permission of Blue Gem Research (Pty) Ltd may sell this report or 
make any direct form of compensation from the re-distribution thereof. 

Frequency of Next Update 

The frequency of new and/or updated report is left at the discretion of Blue Gem Research (Pty) Ltd. No guaranty or promise is made for any level of frequency 
or timeliness concerning an update or related report with regards to this report. 

Disclosures* 

A. The analyst is an officer, board member, or director of Blue Gem Research (Pty) Ltd. 
B. The Company is a client of Blue Gem Research (Pty) Ltd (i.e. this is a Commissioned Report) and Blue Gem Research (Pty) Ltd has received money in 

exchange for the production of this report. 
C. Analyst holds long or short personal positions in a class of common equity securities of this company. 
 

Renergen Limited B, C 

Financial Numbers, Forecasts, Valuations and other Assumptions 

While every effort has been made by Blue Gem Research (Pty) Ltd to ensure the accuracy and integrity of the financial numbers, ratios, forecast, valuations and 
other quantitative and qualitative data in this report, Blue Gem Research (Pty) Ltd does not warranty or guaranty its accuracy. The reader relies on this data and 
information from this report at his/her own risk. Furthermore, in the case of forecasts and valuations, Blue Gem Research (Pty) Ltd wholly and completely cannot 
be held liable for any damage or loss caused by any individual, collection of individuals or business or any other party by said party acting or not acting based 
on the forecasts and valuation(s) included in this report. By their very nature, forecasts and valuations may not be accurate and, indeed, may be wholly and 
completely wrong. 

General Opinion, Not Specific Advice 

This report is prepared on a per share basis. Blue Gem Research (Pty) Ltd is therefore giving an opinion (and not financial advice) on a per share basis, which 
may or may not be applicable to the reader (or any person, entity or related person or entity). Blue Gem Research (Pty) Ltd lacks complete knowledge of any 
reader’s (or any person, entity or related person or entity) portfolios and/or individual circumstances and, therefore, any of Blue Gem Research (Pty) Ltd’s 
opinion(s) or implied opinion(s) are general in nature and not a specific recommendation or advice, nor can they be construed to be specific in nature. Hence, 
in no way is this report financial advice. 

Legal Entities 

To South African Residents: Blue Gem Research (Pty) Ltd is not an Authorised Financial Services Provider. This report is not financial advice, investment advice 
or any such similar material. This report constitutes “marketing information”. Blue Gem Research (Pty) Ltd and/or its employees and/or officers have no 
knowledge of any reader’s or readers’ financial position(s) and, hence, this cannot in any way be construed as direct or indirect advice leading any person or 
persons to act thereon. Any decision made or not made which can in any way be linked to this report is solely the responsibil ity of the party or parties making 
such a decision. I.e. Blue Gem Research (Pty) Ltd cannot be held liable for any result based on any decision that can be directly or indirectly linked to this report. 

General 

For the purposes of this report Blue Gem Research (Pty) Ltd refers to all employees of Blue Gem Research (Pty) Ltd. This research report is based on information 
from sources that Blue Gem Research (Pty) Ltd believes to be reliable. Whilst every care has been taken in preparing this document, no research analyst or 
employee or director of Blue Gem Research (Pty) Ltd gives any representation, warranty or undertaking and accepts no responsibility or liability as to the 
accuracy or completeness of the information set out in this document (except with respect to any disclosures relative to members of Blue Gem Research (Pty) 
Ltd and the research analyst/s involvement with any issuer referred to above. All views, opinions and estimates contained in this document may be changed 
after publication at any time without notice. Past performance is not indicative of future results. The investments and strategies discussed here may not be 
suitable for all investors or any particular class of investors; if you have any doubts you should consult your investment advisor. The investments discussed may 
fluctuate in price or value. Changes in rates of exchange may have an adverse effect on the value of investments. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. Employees of Blue Gem Research (Pty) Ltd and/or their respective directors’ may own the 
investments of any of the issuers discussed herein and may sell them to or buy them from clients on a principal basis. This report is intended solely for clients 
and prospective clients of Blue Gem Research (Pty) Ltd and is not intended for, and may not be relied on by persons to whom this report may not be provided 
to by law. This report is for information purposes only. By accepting this document, you agree to be bound by the foregoing limitations and release Blue Gem 
Research (Pty) Ltd from any potential legal or otherwise liability. 
 
NOT FOR DISTRIBUTION OUTSIDE OF SOUTH AFRICA OR ANY TERRITORY WHERE THIS MATERIAL MAY BE CONSIDERED ILLEGAL. 
 

http://bluegemresearch.co.za/?page_id=9
http://bluegemresearch.co.za/?page_id=36

