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KIBO ENERGY (KIBO.L) – Well Positioned in Power
KIBO Energy PLC (Kibo), the international energy development
company with three Power Plant projects progressing
simultaneously in Africa, is now very well-positioned in its
markets. Most of the ‘heavy lifting’ in terms of permit
applications and negotiations with key partners has been done,
and with the urgent need for greater electricity supply across
the whole African continent, Kibo is strategically very wellpositioned. We value Kibo using DCF methodology, and find
value of 30p per share, but given there are still many
uncertainties, we discount this by 50% to give us our near-term
target price of 15p. We thus initiate coverage of KIBO Energy
with a BUY recommendation.
•

•

•

•

Africa’s Power Deficit, The Key Driver. Some 60% of people across the
African continent either have no reliable electricity source or have no access
to electricity at all. This situation is bad enough, but forecasts for Africa’s
population growth over the coming ten years are in the mid to high double
digits according to the United Nations, so electricity supply is a key focus
for national governments.
Kibo’s ‘Heavy Lifting’ Mostly Done Now. Kibo’s management team have
been hard at work over these past few years, negotiating with key partners
around the world in both industry and government to facilitate the
development of its three main African power projects. Much of the hard
work is now done, which we think the stock market has underestimated.
Uncertainties Do Exist, But Think of The Big Picture. Unquestionably
there are uncertainties associated with organising, developing, funding and
building power plants in Africa. The key factor however is that electricity
supply is low, but demand is high and rising, with African national
governments acknowledging this fact. In our view, it’s only a matter of time
before some key break-throughs are made.
Valuation. Using DCF methodology, with cautious long-term assumptions
we find value of at least 30p per share for Kibo, but discount this by 50%
given the uncertainty factors. This highlights just how undervalued Kibo
shares are currently, thus we initiate research coverage with a Buy
recommendation and near-term target price of 15p, but longer-term, see
no reason why the stock cannot reflect its true value of at least 30p per
share.

Summary Financials
£m
Revenues

Dec-17 Dec-18 Dec-19
Actual Estimate Estimate
-

-

3.4

Operating Loss

(4.5)

(3.5)

(0.6)

Net Income

(4.5)

(3.5)

(0.6)

Operating Cash Flow

(3.7)

(3.4)

(0.6)

Net Cash Flow

0.4

1.7

(0.6)

Net Debt (Cash)

0.4

(1.3)

(0.6)

16.9

28.3

27.7

Net Assets

Source: First equity, Kibo Energy Estimates
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Executive Summary
Kibo Energy PLC (Kibo) is simultaneously developing three coal-fired power plant projects in the African
states of Tanzania, Mozambique and in Botswana. Ironically, the African continent is rich in natural
resources but is energy poor, which means that over one-half of the continent’s 1.2bn population does
not have access to a reliable electricity source, or indeed, any electricity at all. Other sources of power
such as wood, kerosene and candles are used especially in rural areas. With this backdrop and in
conjunction with the respective country governments and private mining and power supply companies,
Kibo is working towards significantly increasing power generation capability in its focus countries. With
greater power resources these countries will experience three fundamental socio-economic
improvements; in the areas of Health, Education and in Agriculture, thus country governments stand
firmly behind new power generation projects as much as possible.
Key Opportunities and Challenges
Key opportunities for Kibo come from its existing coal resources which will be used to fire the power
stations in Tanzania and in Botswana, with an external coal supply agreement to be utilised in
Mozambique. Kibo already has agreements in place with high quality, well-known industrial names such
as General Electric (GE) and SEPCO III for the supply and construction of power plant equipment and
power plants, so most of the required technical know-how, resources and land sites are in place.
Relationships with the respective country governments and energy departments, such as TANESCO in
Tanzania are well established, with the tendering processes now firmly in motion. For example, TANSCO
stated in its 7 November 2018 announcement;
‘TANESCO intends to procure power generation from a set of Integrated Gasification Combined Cycle
(IGCU) or superior technology coal-based power projects with total capacity of 600 MW between years
2018 and 2020.

KIBO is very well positioned in the tendering process here, and in its other focus countries we believe.
Clearly, when these projects commence, and ultimately complete in 2-3 years’ time, many other African
country governments could seek similar power plant construction agreements.
Key challenges over the near term, these include the high number of different agreements which need
to be dealt with amongst different parties, both governmental and private. Mining licences, power
purchase agreements, environmental impact assessments, and definitive feasibility studies to name but
a few, but as we have already stated, Kibo has done most of the heavy lifting in this regard. We
summarise a number of such required agreements and the stage of progress in the Agreements Table
on the following page.
Valuation using DCF methodology.
Clearly, in developing & operating power station projects, one must look out over a 20-30-year time
horizon and forecasting the attributable cash flows over such a period is more of an art than a science.
Indeed, anyone who thinks they can accurately forecast over such a period is mistaken we believe. That
said however, one must attempt to value the cash flows of such projects and this is what we have done
using discounted cash-flow (DCF) methodology to give a net present value (NPV) for unlevered free
cash flow generated from KIBO’s combined power project portfolio. From this we calculate the value of
Kibo’s equity share, after debt, the market value of minority interests and Kibo’s share of the Developer
Premium (DP) are all considered.
Project NPV of US$1.9bn, Equates to Value per Share for KIBO Energy of 30p
We assume that a special purpose investment vehicle (SPV) is created for the projects, into and from
which the project cash flows are paid and derived, with the contributing parties negotiating head-line
share of created value proportions at the out-set. We calculate that the total development cost will be
some US$ 1.65bn, and this cost is spread out over four years. We also assume that the funding split is
50:50 debt to equity, which is a conservative assumption we believe, as similar projects have usually
been funded around 70% debt:30% equity. We then calculate the NPV of KIBO’s combined power
projects. These projects, three in Africa and one minor project in the UK, have a net present value of
US$1.9bn according to our assumptions, as detailed in the DCF model shown in the Valuation section of
this note. Post the other adjustments mentioned above, and assuming that Kibo’s share of the value
creation is around 80% (which equates to a conservative 1.5* Developer Premium), we arrive at an
equity value for Kibo of US$283m, equivalent to 30p per share. We discount this by 50% due to all the
uncertainties inherent in the projects and thus arrive a near term target price of 15p per share.
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Key Project Agreement Timelines
As we have mentioned, one of the areas of uncertainty surrounding Kibo’s project portfolio is that of
project agreement dates, timelines and ‘action’ dates. A factor which is also weighing heavily on Kibo’s
share price. We believe that Kibo’s is in reality much further progressed down this road than the stock
market gives the company credit for, and thus we see this as a useful entry point for investors.

KIBO Energy, Key Project Milestones with Indicative Timelines
Year
Country / Project

2018
Nov

2019
Dec

Q1-19

Q2-19

2020

Q3-19

Q4-19

Q1-20

Q2-20

Q3-20

Q4-20

MCIPP (Botswana)
Mining License Application

X

Definitive Feasibility Study (Power)

X

Award of EPC Contract

x

Definitive Feasibility Study (Mining)

X

Integrated Bankable Feasibility
Study (IBFS)

x

Power Purchase Agreement (PPA)

X

Financial Close (FC)

X

BPPP (Mozambique)
Technical Studies

X

ESIA

X

Definitive Feasibility & Grid
Integration Study

x

PPA (Private off taker)

X

PPA (Utility as off taker)

x

Financial Close (FC)

x

MCPP (Tanzania)
SML Award

X

Tender Qualification

X

Tender Awarded (PPA Included)
Financial Close

x
x

Source : KIBO Energy, First Equity
Estimates

Key Near Term Dates / Periods
In the near term, we have the 30 November 2018 expected decision date with regard to SEPCO III’s
equity investment in Kibo. We assume funds are received during December 2018 as highlighted in the
Actual & Possible Capital events table on page 17. Importantly, this is a First Equity assumption,
and this event may not occur within our assumed timeline. Further, this is a corporate milestone
and not a project milestone, so it is not shown in the table above.
In December 2018, we expect news on the Tanzania Special Mining Licence Award (SML) and news on
the Tender Qualification from TANESCO, as shown in the table above.
Then during Q1-19, we expect agreement on the Mozambique Power Purchase Agreement (PPA), as
shown in the table above.
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Africa, Rich in Natural Resources, but Energy Poor
According to recent industry reports, around 620 million people in Sub-Saharan Africa are without
access to reliable electricity sources, which is ironic given that Africa is a continent rich in energy
resources, but it is poor in energy supply. Around 130 million households are still dependent upon other
forms of energy such as wood, charcoal, kerosene, candles and fossil fuels. The current fuels mix is
estimated as shown below;
The African Energy Mix
•
•
•
•
•

Oil 23% - mainly used in the transport sector
Coal 14% - mainly used in electricity sector
Gas 14% - electricity and transport
Bioenergy 48% - mainly used for cooking and includes wood and paper.
Other (Nuclear, Hydro, Renewable) 1% - electricity sector

Another key driver in the need for greater energy supply, is the fact that electricity demand is
predicted to triple by 2030 across Africa which exacerbates this already dire shortage. This
however, provides companies like Kibo with a very positive backdrop to develop power plant business
models and get power plants into operation as soon as possible. According to the African Energy
Industry Report 2018, published by ISPY Publishing in May 2018, Africa’s power sector requires
investment of US$70 billion per annum on average between now and 2030, split around two-thirds into
power generation capacity (KIBO’s focus) and one-third into transmission and distribution capability.
Strong Economic Growth Outlook
According to the African Energy Outlook 2040 study, which was developed as part of the Programme for
Infrastructure Development (PIDA), the outlook for GDP growth across Africa is some 7% annually on
average over the period 2015 – 2030, and this is despite the implications of power shortages.

KIBO’s Current Project
Countries;
Tanzania
Mozambique
Botswana
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Country Overview
Tanzania
Tanzania is Africa’s fifth most populated country with almost 60m people according to recent UN
estimates and an annual population growth rate of around 3%, as shown in the charts below. This
growth rate is likely to continue we believe, thus adding to the rising demand for electrical power in the
country.

Source: Worldometers.com

Current Power Supplies. The tables below summarise Tanzania’s current power sources, which are
split:
•
•
•

Natural Gas 45%
Hydroelectric 42%
Fossil Fuels 13%

The country currently has a capacity of 1521MW (Source: Wikipedia) but only 60% of this power is
available, most of the time, as it highly depends on the hydroelectric plants, which clearly are
dependent upon water supply and are thus affected by drought. Only 24% of urban areas and 7% of
rural areas have electrical supply, and two-thirds of Tanzania’s population live in rural areas.
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Tanzania, Current Electric Supply Sources

Source: Wikipedia
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Mozambique
Mozambique is Africa’s 13th most populous country with around 31m people, also growing at an annual
rate of around 3%.

Source: Worldometers.com

Energy Overview in Mozambique
An extract from the website export.gov dated 30 August 2018 highlights the potential for power
generation in the country, and especially notes the potential from Independent Power Projects (IPPs)
after the first IPP which came online in 2015. The IPP route is how KIBO is progressing in Mozambique
and encouragingly, this route is becoming easier with the standardisation of tendering documents and
agreements made with the country’s sole utility provider, Electricidade de Mocambique (EDM). EDM is a
vertically integrated electricity utility that is also responsible for transmission and distribution.
Encouragingly for Kibo, Electricity law in Mozambique provides that ‘the state will ensure the
participation of the private sector in the electricity sector, guaranteeing the use of energy resources
whilst protecting the interests of the state’.
What is a Watt?
As a quick reminder, a Watt (W) is one joule per
second (j/s) and is a unit of power. A joule is a unit of
energy. If you have a 1W device running for 1 hour,
then it consumes 1Watt Hour (Wh) of energy.
1 KiloWatt = 1000 Wh
1 megaWatt = 1,000,000 Wh
1 gigaWatt = 1 billion (9 zeros) Wh
1 teraWatt = 1 trillion (12 zeros) Wh
To put this in perspective, Scotland (where the Watt
was invented by Mr. Watt) has around 5m people,
and requires around 25 TWh of electrical energy
each year.

KIBO ENERGY – Broker Note

8

Identified New Power Projects
These include the Benga Power Project which is part of KIBO’s planned developments

KIBO ENERGY – Broker Note

9

Botswana
Botswana is Africa’s 42nd most populous country with just over 2m people and growing at around 1.8%
per annum. Botswana is a very stable country, both economically and politically, and bordering with
South Africa, has the potential to export electricity if and when surpluses arise.

Source: Worldometers.com

Energy in Botswana
Botswana is notable due to its significant coal reserves estimated at around 200 billion tons (Source:
National Energy Policy for Botswana). It has no identified petroleum reserves but has between 3-10
tons per hectare of woody biomass. Most energy is generated by burning thermal coal by installations
run by the Botswana Power Corporation.
Installed Generation Capacity is 730 MW, all from Thermal Coal. The current electricity access rate is
around 60% with targeted access rate of 100% by 2030 (Source: usaid.gov). Comparing KIBO’s three
focus countries, we summarise the key differences in the table below.
Importantly, the increase in power generation capacity as a result of KIBO’s intended power plant
installations is very significant in each country which, in our opinion, makes it more likely that
respective country governments would wish to see these projects complete as soon as possible.
Kibo’s Focus Countries
Country
Project (%)
Tanzania
MCPP
97.5%

Coal
Population
Resource Mt (millions)
120 Mt
60

Current Generation
Capacity MW)
1264 MW

KIBO Energy
Capacity Plan
300 MW

Country
Increase
24%

Source
Hydro
Thermal
Renewables

Source
(%)
45%
54%
1%

Popn. Access
Rate
Overall 33%
Rural 17%
Urban 65%

Households
Without Power
37 million

Mozambique
BENGA
65%

Vale
Supply
contract

31

2687 MW

150 MW

6%

Hydro
Thermal

19%
81%

Overall 29%
Rural 15%
Urban 57%

4m

Botswana
MABESEKWA
85%

303Mt

2

730MW

300MW

41%

Coal

100%

Overall 60%
Rural 54%
Urban 65%

0.8m

Solar Potential
3200 sunshine hours
per year

Key
Isues
Lack of cost-effective
Tarriffs
Lack of creditworthy
off-taker
Public finances
Macro Issues
Lack of cost-reflective
tariff
Lack of integrated
resource plan
Limited powers of
Botswana Energy
Regulatory Authority
(BERA)

Source : usaid.gov, First Equity Estimates, KIBO Energy estimates

Note: Kibo has the option to increase its equity stake in Benga from 65% currently (shown) up to 85%, which we assume will occur.
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Overview of Kibo’s Coal Resources and Power Plant Landscape
The photos and diagrams below exemplify coal resources similar to Kibo’s coal assets in Botswana. The
flat, granite bedrock landscape upon which the power station will be built is also shown. An area which
First Equity visited in early November 2018.
Great Beer too!

Mabesekwa coal project Botswana
On 3 April 2018, Kibo Energy (formerly Kibo Mining) acquired an 85% interest in the Mabesekwa Coal
Independent Power Project from Sechaba Natural Resources Limited, a subsidiary of Shumba Energy
Limited. The acquisition gives Kibo access to a 300Mt subset of the reported 761Mt mineable in-situ
coal resource previously reported for the total project area. Kibo’s 85% owned subset has a SAMREC
compliant mineable resource of 302.9Mt of coal and was independently verified by GEMECS as at 11
June 2018. The table below lists the qualities of coal Seams A and B only as these are the most
economically viable seams throughout the Mabesekwa coal project.
Resource
Category

Tonnage (Mt)

Relative
Density
(g/cm3)

Ash content
(%)

Inherent
Moisture (%)

Volatile
Matter (%)

Calorific
Total Sulphur
Value (MJ/kg)
(%)

Measured

42.8

1.82

42.2

4.86

18.74

13.94

1.86

Inferred

123.7

1..82

42.69

5.09

18.28

13.76

1.59

Indicated

24.9

1.82

43.43

4.72

18.05

13.77

1.53

Total

191.4

1.82

42.66

4.98

18.37

13.84

1.64

Source: compiled from the GEMECS’ CPR for Seams A and B only.

KIBO ENERGY – Broker Note

11

The Mabesekwa coal project is located in the Central District of Botswana approximately 52km SW of
Francistown and has been independently verified by Gemecs. Bulk sample test work has confirmed
washability results indicating that favourable coal quality can be achieved providing a suitable product
to various coal and energy projects.

Source: Mabesekwa CPR

The occurrence of coal at Mabesekwa is located in a thick interbedded coal package up to 20m thick.
This package contains alternating layers of dull coal, mudstone, carbonaceous mudstone, siltstone and
shale and where partings are prominently developed sandstone layers can be present, as detailed in the
chart below.

Overall, this is of a suitable coal quality to feed power generation plants.
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Tanzania, MCPP: Mbeya coal project
The Mbeya coal project is located in south-western Tanzania, approximately 70km north-west of the
regional capital of Mbeya. The Mbeya coal deposit secures a captive supply for the proposed power
plant and is a hedge against the recovery in thermal coal prices, although we do not expect this in the
medium term.

Based on a 90-drill programme comprising some 13,389m, Kibo has a compliant resource estimate of
120.8Mt (Measured category: 20.9Mt, Indicated category: 88.6Mt, Inferred category: 11.3Mt) over a
7.5km strike length. The majority of coal seams have raw calorific value in excess of 15MJ/kg with
certain seams averaging between 18-21KJ/kg. The ash content bears an inverse correlation to the
calorific value. Raw volatile contents of 20-26% are representative of bituminous coals.

Mbeya Resource
Resource
Category

Tonnage (Mt)

Relative
Density
(g/cm3)

Ash content
(%)

Inherent
Moisture (%)

Volatile
Matter (%)

Measured

20.9

1.60

36.9

6.02

23.92

16.68

1.26

Inferred

88.6

1.65

40.79

5.31

23.01

15.52

1.15

Indicated

11.3

1.69

40.99

5.58

22.51

15.17

1.29

23.11

15.68

1.18

Total
120.8
1.65
40.17
5.45
Source: Independent Technical Report for the Mbeya Coal Project 31 March 2016.

Calorific
Total Sulphur
Value (MJ/kg)
(%)

The raw and washability data indicate that the product would require washing in order to de-stone and
remove contaminants to meet power generating requirements. Petrographic analysis on several
samples have classified the coal as medium rank bituminous D coal. The samples were shown to contain
low levels of vitrintite and liptinite as well as low reactive maceral composition. Final coal attributes are
within specification for the proposed power plant design. The analysis concludes that the Mbeya
coal product is suitable for power generation.
The coal project was independently verified by Gemecs. The standalone project will be able to support a
power plant. As stated in the Definitive Feasibility, Stage 2 (DFS) summary reported (8 July 2016), a
modified Terrace Mining with mechanised continuous miners has been proposed as the most accurate
and cost effective. The DFS estimates a total capital outlay of US$17m and a payback period of 2.4
years assuming an all-in cost margin of 39% assuming production of 1.5Mt per annum.
We believe Kibo could commence mining in 2020, a year ahead of the power plant, with the initial
(300MW) stage requiring around US$17m in capex.
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Domestic coal parameters
Life of mine

27 years

Construction period

Blocks mined
RoM coal
Strip ratio
Initial capex

NA

MCPP
39.9Mtpa
7.22 t:t
US$17m

Source: Kibo Energy

CLEAN COAL TECHNOLOGIES - FUTURE OF POWER INDUSTRY IN AFRICA?
First Equity notes that Renewable Technologies have seen much growth over the past few decades and
much has been written on this subject. Unquestionably, major strides have been made in developing
ways to capture energy in a “clean” way especially from solar, wind and hydro sources. These
advancements have changed the way society views the concept of energy production and its associated
environmental impacts.
The reality however is that renewable energy is unlikely to provide any sort of solution to developing
African countries’ energy needs and requirements, with industries and economies still heavily dependent
upon much cheaper fossil fuel energy options.
This does not discredit the future potential of renewable energy, but coal-based energy currently
remains the only realistic option to provide base load electricity at affordable cost to developing
economies. The coal industry is faced with a serious challenge; to provide environmentally sustainable
and affordable energy via coal fired power stations. To achieve this the coal energy industry is currently
investing in innovative clean coal technologies (CCT) to provide answers to these challenges.
Greater detail on this topic will be published in a follow-up research document during 2019.
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Kibo Energy: SWOT Analysis
Strengths
1 Kibo Energy PLC (Kibo) has a strong, highly experienced management team who have already completed much of the heavy

2

lifting required to get the company's three proposed Coal-fired Power Projects to the all important 'Bankable Project' stage.
The projects are located in Tanzania, Botswana and in Mozambique, all relatively stable African countries from a political and
economic perspective.
Most of Sub-Saharan Africa suffers severe power shortages, a fact which is acknowledged by the respective country
governments. When completed, Kibo's power projects will make VAST improvements in key areas such as Education,
Health and in Agriculture, so there is no question that the governments are solidly behind these projects.

3 On First Equity Limited's (FE's) current financial projections, and assuming the coal mine lifespans are well over 25 years,

each 300 MW power station should generate revenues of around US$ 280million per annum, with the 150MW station
delivering revenues of around US$130m per annum. These numbers are factored into our forecasts and deliver a combined
project Internal Rates of Return (IRR) of 21%, which is a rate high enough to compensate for the risks involved for the
project funding organisations, we believe.

4 Examples of key milestones reached so far include; (a) completion of Pre-Feasibility Studies (PFS) for both Coal Mining

Operations and Power Plant operations in Tanzania and Botswana (b) completion of Definitive Feasibility Studies (DFS) in
Tanzania and Botswana and (c) Mining Licenses applied for in Tanzania and Botswana. The Project Milestone table shows
future expected announcement / delivery periods.

Weaknesses
1 The number of steps and authorisations required to get Kibo's projects individually and collectively to the 'Bankable Project'
stage is high, but as we mention above, the Kibo management team has already completed many of these requirements.

2 Definitive timelines for stage and project delivery are uncertain. This is mainly because of the number of authorisations and

different parties involved with the projects. FE acknowledges this, but we have endeavoured to put in indicative revenue and
capital expenditure periods to provide investors with a DCF derived value per share for KIBO Energy.

3 One weakness with Discounted Cash Flow (DCF) modelling is that of ascertaining an appropriate discount rate, and a

terminal growth rate. We will not go into the specifics of these here, but needless to say that we believe that our figures of
10% and 2.5% are conservative, given the relatively stable nature of KIBO's operating countries and the population growth
dynamics of these countries.

4 Uncertainty over Power Tariffs and the reliability of payments is also a factor which investors need to consider.

Opportunities
1 In our financial modelling of KIBO's cashflows, we have erred on the side of caution. We see however, a number of

opportunities for stronger cashflows than we currently forecast. One such opportunity is that of operating three, almost
identical Power Plants concurrently. One major cost associated with Power Plant operation is that of holding vital spare parts
for machinery. With KIBO likely to operate three similar plants, spare parts can be kept in one 'central' storage location,
thus cutting down the inventory required. Technical know-how is another key positive, which is magnified across the Power
Plant portfolio.

2 When KIBO manages to deliver these Power Plants to the three African countries and to enhance each countries Economic

and Health status, we think it likely that other African countries may follow suit, providing KIBO with a pipeline of projects
in years to come.
KIBO's proposed UK operations would offer near term cash flows, albeit on a small scale.

3
4 KIBO's coal mines in Botswana and Tanzania have enough coal to fuel the power stations and to sell to other purchasers. We
have not however factored in such secondary revenue at this stage.

Threats
1 Political instability is a threat in some African countries, but less so in KIBO's current operating countries we believe,
especially Botswana which is English speaking and has been a very stable country for many years.

2 Coal shortage in years to come could be a threat, but current resource estimates do not suggest this is likely.
3 Water shortage could be another threat, but again, with power available to pump water to where it is needed, this risk is
mitigated.

4 Agreements with key partners could change, but in our opinion KIBO has formed strong connections which are likely to
withstand minor manoeuvres by the parties.
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Valuation
We value KIBO Energy PLC using discounted Cash Flow methodology, discounting our estimate of the
unlevered free cash flow which the combined power station portfolio could generate over the coming
years. We use a seven-year discreet modelling period, with a terminal value based on Gordon’s Growth
Model, to value cashflows thereafter. Our assumptions are cautious, using a 10% discount rate, 2.5%
terminal value growth rate. The FCF sensitivity table highlights the sensitivity of the net present value
(NPV) to even small assumptions.

KIBO Energy DCF Analysis
Fiscal Year Ending ($millions)

31/12/19

Revenue

31/12/20

$1

EBIT
Less: Taxes
Debt-Free Earnings
Less: Capital Expenditures

$3

NPV Firm
IRR

SPV Equity Value
Subtract Initial Equity Funding
Value Created
Kibo's Share

31/12/23

31/12/24

31/12/25

$284

$414

$696

$710

$724
$384

$1

$133

$207

$369

$376

0

0

7

10

18

19

19

$0

$1

$127

$197

$350

$357

$365

(511)
2
23

(341)
2
28

($487)
($360)
3.00
0.75
($271)

($311)
($114)
4.00
0.68
($78)

$188

$111

(325)

(500)

5
($320)
($319)
1.00
0.91
($290)

$1,924
21%

14
($486)
($485)
2.00
0.83
($401)

(28)
4
29
$5
$355
5.00
0.62
$221

(28)
4
29
$4
$362
6.00
0.56
$204

(29)
4
29
$4
$369
7.00
0.51
$189

1

$653

NPV Debt
Market Value of MI

31/12/22

$0

Adjust: Working Capital Requirements
Add: Depreciation and Amortization
Net Investment
Unlevered Free Cash Flow (FCFF)
Discount Period (year)
Discount Factor @ 10.0%
PV of Free Cash Flows:

31/12/21

$148

$207

$106
$1,165
$825
$340
$283

Developer's
Premium (DP)

83%

NOS (m)
Value per share (US$)

736
$0.38

FX Rate: GBP:USD
Value per share (GBp)

1.30
30

$113

2.0 times
DP

Total

$170

$283

Sensitivity Analysis on NPV of Firm

Discount Rate

Gordon Growth Method

1,924
9.0%
9.5%
10.0%
11.0%
12.0%

1.50%
2,091
1,843
1,627
1,271
990

Terminal FCF Growth Rate
2.00%
2.50%
3.00%
2,283
2,505
2,763
2,006
2,192
2,406
1,766
1,924
2,104
1,374
1,490
1,621
1,069
1,157
1,254

3.50%
3,069
2,657
2,312
1,769
1,363

Source: First Equity Limited & Kibo Energy Estimates

Discount Rate and Tax Rate Assumptions
Discount Rate
Effective Tax Rate

10.0%
5.0%

Gordon Growth Assumptions
Terminal Year FCF
Terminal Growth Rate

$378
2.5%

Terminal Value
Discount Period
Discount Factor @ 10.0%
PV of Terminal Value

$5,037
8.00
0.47
$2,350

Distribution of Value
Period Cash Flow (first 7 years)

-22%

Terminal Cash Flow

122%

Total

100%

Source: First Equity Estimates, Kibo Energy
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Summary Financials
The tables below show our summarised financial forecasts for Kibo for the year’s FY-18 and FY-19.
Given the continuously changing variables inherent in Kibo’s operations, we wait to publish FY-20
forecasts in a following research document.
Summary Income Statement with Assumptions
£m
12m
12m
12m
FX
Dec-17
Dec-18 Dec-19
1.30
Actual Estimate Estimate
Revenue
3.4
During 2019;
Expenses:
£0.6m, two Months MED contribution
Project Development
(1.9)
(3.1)
(4.0) £2.8m (US$ 3.7m) from SEPCO, Tanzania PPA Signing
Exploration
(1.7)
(0.4)
Capital Raise
(0.9)
Operating Loss
(4.5)
(3.5)
(0.6)
Loss for Period
Attributable to;
Owners of Parent
NCI
Total Comprehensive Loss

(4.5)

(3.5)

(0.6)

(3.7)
(0.8)
(4.5)

(3.2)
(0.3)
(3.5)

(0.6)
(0.1)
(0.6)

Summary Cash Flow
Operating Loss
Working Capital
Other Adj.
Operating Cash Flow (CFFO)

(4.5)
0.1
0.7
(3.7)

(3.5)
0.1
(3.4)

(0.6)
0.0
(0.6)

Investing Cash Flow (CFFI)
Financing Cash Flow (CFFF)
CF from Inv & Financing

0.5
3.6
4.1

5.1
5.1

0.0
0.0

Opening Net Cash (Debt)
Net cash flow
Closing Net Cash (Debt)

(0.8)
0.4
(0.4)

(0.4)
1.7
1.3

1.3
(0.6)
0.6

92%
8% Assume MIs gradually purchased

CF
Impact
£m
Stock Placings - Actual
3.2
Sepco Equity Inv @15% of Pre- money Mkt. Cap)
1.9
Estimate
5.1
During 2018;

Assume During 2019;
Tanzania PPA Signing, thus SEPCO $US 3.7m paid

2.8

KIBO Energy, Actual and Possible Capital Events during 2018
RNS Date
27-Feb
03-Apr
10-Apr
01-May
09-Jul
30-Jul
09-Oct
Dec

No.
Shares Issued Price £
17,647,060
153,710,030
28,571,428
8,370,716
21,239,375
9,523,810
5,714,286
96,000,000
340,776,705

0.0425
0.061
0.0525
0.05
0.0525
0.0525
0.0525
0.02

Value £

750,000
9,376,312
1,500,000
418,536
1,115,067
500,000
300,000
1,920,000
13,959,915
Cash & Eq. 3,168,536

Opening NOS
395,254,364
Issued
340,776,705
Expected Closing 736,031,069

Form
Cash
Mabesekwa Acq.
Cash
Sanderson Loan Repay 1
Sanderson Loan Repay-2
Cash
MED Acq.
SEPCO III 15% Investment

Note: First Equity assumes that
SEPCO III makes its equity
investment in Kibo during
December 2018.
We assume a £1.9m
investment, but this is a First
Equity assumption, and may not
indeed materialise during our
expected timescale.

Source: KIBO Energy PLC, First Equity Assumptions
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Summary Balance Sheet
£m

12m
Dec-17
Actual

12m
12m
Dec-18 Dec-19
Estimate Estimate

Non Current Assets
PP&E
Intangible Assets
Sub Total

0.0
17.6
17.6

0.0
27.3
27.3

0.0
27.3
27.3

Current Assets
Trade & Other Receivables
Cash & Cash equivalents
Sub Total

0.1
0.7
0.8

0.1
1.3
1.3

0.1
0.6
0.7

Total Assets

18.4

28.6

28.0

Current Liabilities
Trade & Other Payables
Debt
Sub Total

0.3
1.2
1.5

0.3
0.3

0.3
0.3

14.0
28.5
2.4
(26.5)
(1.4)
17.0

18.5
37.8
2.4
(30.0)
(1.4)
27.3

18.5
37.8
2.4
(30.6)
(1.4)
26.6

1.4
18.4

1.4
28.7

1.4
28.0

Equity
Share Capital
Share Premium
Other
Retained Deficit
NCI
Total Equity
Attributable to;
NCI
Parent Equity Holders

Source : First Equity Estimates, Kibo Energy

Note : Rounding errors may occur
Source; First Equity Estimates, Kibo Energy
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Key African Statistics
The table below summarises some key facts about the African continent and its 58 countries which may
be interesting to investors. As can be seen, KIBO’s operating countries are Tanzania which is the fifth
most populous country with 59m people, Mozambique is 13th with 31m people, and Botswana is 42nd
with 2m people.
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Strong population Growth
As clearly shown from the table above, all of Africa’s 58 countries demonstrate population growth, with
Tanzania and Mozambique growing at around 3% per annum, and Botswana at 1.8% per annum.
According to United Nations (UN) forecasts, Africa is likely to represent around one third of the world’s
population by 2050, with some 2.4bn people inhabiting the continent.
With this population dynamic, the need for greater power supplies across the continent is clear, and this
represents a huge opportunity for companies such as KIBO Energy PLC we believe.
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Regulatory Disclaimers and Disclosures
This document is non-independent research and a marketing communication under the FCA Conduct of Business Rules. It has
not been prepared in accordance with legal requirements designed to promote the independence of investment research and
is not subject to any prohibition on dealing ahead of the dissemination of the investment research. DCS does have procedures
in place to manage any conflicts which might arise in the production of investment research, including Chinese Wall procedures.
This research note is designed for information purposes only and does not constitute a personal recommendation, offer or
invitation to buy or sell any investment referred to within it. Investors should form their own conclusions and/or seek their
own advice to determine whether any particular transaction is suitable for them in the light of their investment objectives, the
benefits and risks associated with the transaction and all other relevant circumstances.
The views expressed in this note are those of First Equity’s analyst. They are based on information believed to be reliable from
mainly primary sources but no warranty or representation, express or implied, is made about the accuracy or completeness of
this information, which may be subject to change without notice. Any opinion given reflects the analyst’s judgement as at the
date of this document’s publication. Any or all statements about the future may turn out to be incorrect.

This document is not for distribution into the United States, Canada, Australia or Japan
Neither this document nor any copy of it may be taken or transmitted into the United States of America, or distributed, directly
or indirectly, in the United States of America or to any US person as defined in Regulation S under the United States Securities
Act of 1933. Any failure to comply with this restriction may constitute a violation of United States securities laws.
Neither this document nor any copy of it may be taken or transmitted into Canada or distributed in Canada or to any individual
outside Canada who is a resident of Canada, except in compliance with applicable Canadian securities laws.
Neither this document nor any copy of it may be taken or transmitted into or distributed in Australian or to any resident thereof
except in compliance with Australian securities laws. Any failure to comply with this restriction may constitute a violation of
Australian securities laws.
Neither this document nor any copy of it may be taken or transmitted into or distributed in Japan or to any resident thereof
for the purpose of solicitation or subscription or offer for sale of any securities. Any failure to comply with this restriction may
constitute a violation of Japanese securities laws.

Important Declarations
First Equity Limited acts as Joint Broker to Kibo Energy plc.
First Equity Limited clients and contacts hold shares in Kibo Energy plc.

First Equity Limited is a member of the London Stock Exchange
Salisbury House,
London Wall,
London, EC2M 5QQ
UK
Tel:020 7374 2212

www: firstequitylimited.com

tw:FirstEquityLtd

Authorised and regulated by the Financial Conduct Authority (FCA No. 124394)
Registered in England and Wales, No: 2019652 / VAT No: 283 0100 45
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