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Renergen Limited  
Transformational Strategic Partnership  

Ivanhoe Mines and Renergen form Strategic Partnership 
Renergen has announced a strategic investment into the company by Ivanhoe 
Mines Limited, which is a Southern Africa focused, Canadian-listed mining 
company with >US$10bn market capitalisation. Ivanhoe has purchased a 
4.35% stake in Renergen for US$13.3mm at A3.24/sh and will nominate a 
member of the Renergen board. The strategic agreement envisages Ivanhoe 
increasing its stake in Renergen to 25% subject to due diligence over the next 
four months at a price based on 90% of the 30-day VWAP, reducing the 
dilution impact on existing shareholders if the share price rises from the 
current level. There is a further agreement that Ivanhoe is entitled to increase 
its holding to up 55% to provide development equity funding of up to 
US$250mm for the project again at 90% of the 30-day VWAP. Ivanhoe shall be 
entitled to nominate one board member. As part of the strategic cooperation 
between the parties, it has been agreed , that Ivanhoe will have the option to 
settle the Second Subscription by issuing INV Shares, which further enhances 
the co-operation between the parties.  

Validates project; removes funding uncertainty and allows increased growth 
We see this as a significant announcement for several reasons. Firstly, it 
provides clear external validation of Renergen's assets and strategy. Secondly it 
provides Renergen with a significant amount of the required equity funding for 
the Phase 2 project, providing an anchor buyer for the further equity required 
and gives confidence to the potential debt providers. The stronger 
capitalisation and backing of a multi-billion dollar company gives Renergen the 
opportunity to consider a larger project to monetise more of its substantial 
reserves and resources, which increases our valuation on the longer-term 
resource. We see the potential for Renergen to double the output of helium that 
is currently planned for phase 2 of ~350mmcf/y of helium, which would take it 
to >10% global market share and be one of the leading global helium players. 

Positive helium and LNG market fundamentals  
Given the current market dynamics there is upside to both our helium and 
LNG price estimates. We see the helium market as undersupplied in 2022 
following the shut-in of production from the US helium storage facility and the 
absence of expected growth from Russia. The US BLM strategic storage (5-10% 
of global supply) has been out of action since early January with no restart 
expected in the near-term. The Russian supply growth that was expected in 
2022 had already been delayed by fires at the Amur plant and the current 
geopolitical issues mean that expected 2bcf/y of new supply (>30% of the 
current market) over the coming years is likely to be pushed out. Spot pricing 
has already risen to multiple times our current helium price assumption of 
US$250/mcf and the supply demand dynamics mean that Renergen is well 
positioned to achieve higher prices. Furthermore, higher oil prices mean that 
Renergen will be able to achieve higher prices for its LNG and also, we expect 
significantly more demand to switch from LPG/diesel to Renergen’s LNG if oil 
prices remain elevated. 

Catalysts: start-up of Phase 1 and financing and FID of Phase 2  
The main catalysts are commencement of Phase 1 production validating that 
the technology works, derisking Phase 2 on which we are expecting further 
funding announcements around debt, as well as uptake on the helium “tokens” 
issued to raise up to US$25mm. We subsequently expect FID on Phase 2 later 
this year with the potential to upsize the project. Well results will continue to 
be important in terms of flow rates and helium content. 

Valuation: increasing risked NAV on higher chance of commercialisation 
We have increased our risked NAV by 6% as the lower risking we are using 
more than offsets the dilution from the new equity. Our new risked NAV is 
A$5.1/sh or R56/sh, which implies >50% upside from the current share price. 
Taking just the 2P value (excluding contingent resources and exploration 
upside) gives a risked value of A$4.5/sh or R49/sh, still implying 35% upside. 
On a fully unrisked basis we see ~250% upside to the current share price.

  NAV summary (p/sh) 

Asset Unrisked Risked 

Core NAV 42 36 

Development 17 5 

Exploration 114 1 

Total NAV 173 42 

  Source: H&P estimates 
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NAV summary (AUD $/sh) 

Asset Unrisked Risked 

Core NAV 0.7 0.6 

Development 7.8 3.9 

Exploration 2.9 0.6 

Total 

 

 

 NAV 

11.4 5.1 

  Source: H&P estimates 
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Investment Case 
Company overview – Renergen is a South Africa domiciled and listed company 

with an additional listing in Australia. Its main asset is the Virginia Gas Project, 

which has >400bcf (~70mmboe) of 2P natural gas reserves and 14bcf of 2P 

helium reserves (equal to >2 years of entire global helium demand). The founders 

(CEO and COO) own ~15% of the company. It is the only onshore natural gas 

producer in South Africa: an energy-scarce area, with high customer density and 

limited competition. Renergen has a first mover advantage in bringing helium to 

market in Southern Africa. Its assets have some of the highest helium 

concentrations seen globally due to the unique geology of being situated in an 

asteroid crater. The Company has shown itself to be an innovator in the industry, 

launching a helium “token” which should provide the only helium pricing 

assessment in the market and direct commodity exposure, as well as developing a 

proprietary algorithm to pinpoint where to drill for gas based on various 

biological markers. It has also responded to the COVID crisis by developing a 

mechanism that allows the safe transportation of vaccines for approximately a 

month at extremely low temperatures and without power.  

Investment case highlights – Whilst there has been a plethora of new helium 

focused companies coming to market, Renergen is one of the only independent 

listed companies globally that has proven helium reserves. It has two revenue 

streams; helium and natural gas, which are both standalone profitable given low-

cost development and production plus strong pricing. Renergen has strong ESG 

credentials as its natural gas sales reduce South African carbon emissions by 

substituting coal usage (potential to reduce 2.3mm tonnes per annum of CO2). It 

plans to produce 44mmcf/d of raw gas, which would generate >US$350mm at 

our base case price forecasts. Fiscal terms are attractive in South Africa with low 

tax and royalties meaning strong free cashflow once the project is on stream. It 

has long-term helium sales agreements with attractive, locked-in pricing, 

emphasising why helium is a high multiple business. It has strong corporate 

relationships with the likes of Linde, TOTAL, Messer, IDC, iSi Automotive and 

Consol. It has a management team that has shown its ability to spot unique 

market opportunities and managed the company through the Covid challenges.   

Risked NAV build up for Renergen (AUD/sh) 
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Source: H&P estimates 

Strong ESG credentials – Environmental, social and corporate governance 

(‘ESG’) is an increasingly important issue for investors. Renergen is focused on 

pioneering a cleaner energy source in an energy starved South Africa, thus both 

reducing the carbon footprint whilst reducing energy poverty. Renergen intends 

to produce 40mmcf/d of natural gas, which would be able to power a 280MW 

CCGT gas power plant and by substituting coal production from Eskom, would 

reduce CO2 emissions by 2.3 million tonnes. South Africa's economy is one of the 

most carbon-intensive in the world, with a fleet of 15 coal-fired power plants 

providing more than three-quarters of the nation's electricity.  The helium that 

will be produced is an inert gas so there are no associated emissions from the use 

of it but it is a vital gas for many industries such as within healthcare.   

South African gas market – South Africa is in the midst of an energy crisis 

with a significant fuel deficit and a reliance on coal. There is >200mmcf/d gas 

shortfall in Johannesburg with a further 60mmcfe/d of LPG demand and 

potential for LNG for trucking. Therefore, there are ample opportunities for 

Renergen to tap with its initial Phase 2 production plans of ~40mmcf/d of natural 

gas with confidence that it could further grow the business in the longer-term. In 

South Africa, LNG is more cost competitive and a cleaner source of fuel than 

diesel without the need for any legislative involvement or changes. An LNG heavy 

vehicle (such as a bus or truck) gets around 25% more out of a tank of LNG than 

diesel, and the carbon emissions are around 30% less. Renergen developed a zero-

emission solution for the cold chain logistics industry deploying LNG. 

Management: innovative and ambitious – Renergen has an innovative 

management team with ‘inside ownership’ of ~15% that has shown its ability to 

spot unique market opportunities. It has been a first mover in various areas 

ranging from the first SPAC in South Africa, the first onshore gas producer to 

supply CNG in country and the only company to be involved in a token 

securitising helium production. Rather than waiting for the demand to emerge, 

Renergen has looked to create its own markets showing a clear focus on 

commerciality. Senior management remuneration is highly incentivised by 

sharply growing the share price (Renergen’s Share Appreciation Rights Plan). 

Helium market investment dynamics vs oil & gas– Exploration 

opportunities provide investors with uncorrelated returns to the market and 

investing in helium brings further diversification to a portfolio as it is 

uncorrelated to oil and gas. Listed helium companies have soared in value over 

the last couple of years in stark contrast to oil and gas companies. Helium is an 

extremely highly priced commodity with a price that is around 50x that of natural 

gas, meaning that even small amounts or low concentrations can be highly 

economic. Given the smaller footprint of a helium development, a standalone 

helium production facility can be developed quicker than a conventional 

greenfield oil and gas discovery that would normally take five or more years. A 

concentrated market also confers a competitive advantage to the current 

participants. 
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Renergen’s competitive advantages – We believe that Renergen stands out 

against the peer group given that it has been involved in helium and natural gas 

exploration for many years longer than most, it is the only company we believe 

that has actual proven and certified helium reserves and we expect it to be the 

first company to achieve commercial helium production. Renergen will produce 

higher purity liquid helium, whereas much of the peer group will be selling crude 

helium, for which pricing is lower. Furthermore, Renergen is not reliant on 

helium for its project’s commerciality as its liquefied natural gas (‘LNG’) sales 

would be commercial even without the helium. We believe that Renergen is also 

the only company to have announced a contract to sell a substantial amount of 

liquefied helium direct to an end-user. 

Estimated supply demand balance for helium (mmcf/y) 

Source: Akap Energy estimates 

Helium fundamentals – We believe helium extraction is an exciting growth 

industry, with a growing set of new exploration and production companies 

focused on this increasingly valuable commodity. Helium has several unique 

properties that make it an essential element for many industries, without a 

substitute, which cannot be synthesised or manufactured. It has been an essential 

part of growing technology-focused businesses (e.g. semiconductors, university 

labs, fibre optics and space travel) and there are many more potential growth 

areas. It does not suffer from environmental criticism, pipeline constraints, 

regulatory burdens and excess taxes. It is a scarce commodity but when it is found 

it is relatively quick and easy to produce meaning generally stronger returns than 

from oil and gas projects. We see the helium market as undersupplied in 2022 

and potentially 2023 following recent fires at the key supply growth project in 

Russia. Given the current geopolitical issues there is clear risk to the Russian 

supply in 2023-2025 as shown in the chart above, which means the market may 

remain significantly undersupplied for the next few years. 
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Disclaimer 
This Document has been prepared by H&P Advisory Limited (“H&P”). It is protected by international intellectual property laws and is for the recipient’s 
use in connection with considering a potential business relationship with H&P only. This Document and any related materials are confidential and may 
not be distributed or reproduced (in whole or in part) in any form without H&P’s prior written permission. 

By accepting or accessing this Document or any related materials you agree to be bound by the limitations and conditions set out herein and, in 
particular, will be taken to have represented, warranted and undertaken that you have read and agree to comply with the contents of this disclaimer 
including, without limitation, the obligation to keep information contained in this Document and any related materials confidential. 

This Document does not represent investment research for the purposes of the rules of the Financial Conduct Authority (“FCA Rules”).  To the extent it 
constitutes a research recommendation, it takes the form of NON-INDEPENDENT research for the purposes of the FCA Rules.  As such it constitutes a 
MARKETING COMMUNICATION, 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 dissemination of investment research. 

The information contained herein does not constitute an offer or solicitation to sell or acquire any security or fund the acquisition of any security by 
anyone in any jurisdiction, nor should it be regarded as a contractual document.  Under no circumstances should the information provided in this 
Document or any other written or oral information made available in connection with it be considered as investment advice, or as a sufficient basis on 
which to make investment decisions. This Document is being provided to you for information purposes only. 

The distribution of this Document or any information contained in it and any related materials may be restricted by law in certain jurisdictions, and any 
person into whose possession this Document or any part of it comes should inform themselves about, and observe, any such restrictions.  

The information in this Document does not purport to be comprehensive and has been provided by H&P (and, in certain cases, third party sources) and 
has not been independently verified. No reliance may be placed for any purposes whatsoever on the information contained in this Document or related 
materials or in the completeness of such information. 

The information set out herein and in any related materials reflects prevailing conditions and our views as at this date and is subject to updating, 
completion, revision, verification and amendment, and such information may change materially. H&P is under no obligation to provide the recipient with 
access to any additional information or to update this Document or any related materials or to correct any inaccuracies in it which may become apparent. 

Whilst this Document has been prepared in good faith, neither H&P nor any of its group undertakings, nor any of its or their respective directors, 
members, advisers, representatives, officers, agents, consultants or employees makes, or is authorised to make any representation, warranty or 
undertaking, express or implied, with respect to the information or opinions contained in it and no responsibility or liability is accepted by any of them as 
to the accuracy, completeness or reasonableness of such information or opinions or any other written or oral information made available to any party or 
its advisers. Without prejudice to the foregoing, neither H&P nor any of its group undertakings, nor any of its or their respective directors, members, 
advisers, representatives, officers, agents, consultants or employees accepts any liability whatsoever for any loss howsoever arising, directly or indirectly, 
from use of this Document and/or related materials or their contents or otherwise arising in connection therewith. This Document shall not exclude any 
liability for, or remedy in respect of, fraudulent misrepresentation. 

 All statements of opinion and/or belief contained in this Document and all views expressed and all projections, forecasts or statements regarding future 
events or possible future performance represent H&P’s own assessment and interpretation of information available to it as at the date of this Document. 
This Document and any related materials may include certain forward-looking statements, beliefs or opinions. By their nature, forward-looking 
statements involve risk and uncertainty because they relate to events and depend on circumstances that will occur in the future. There can be no 
assurance that any of the results and events contemplated by the forward-looking statements contained in the information can be achieved or will, in fact, 
occur. No representation is made or any assurance, undertaking or indemnity given to you that such forward looking statements are correct or that they 
can be achieved. Past performance cannot be relied on as a guide to future performance. 

This Document is directed at persons having professional experience in matters relating to investments to whom Article 19 of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 ("FPO") applies, or high net worth organisations to whom Article 49 of the FPO applies.  The 
investment or investment activity to which this communication relates is available only to such persons and other persons to whom this communication 
may lawfully be made (“relevant persons”) and will be engaged in only with such persons. This Document must not be acted upon or relied upon by 
persons who are not relevant persons. 

This Document is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation.  In particular, the information contained in this Document is not for publication, release or distribution, and may not 
be taken or transmitted into: (i) the United States or its territories or possessions, or distributed, directly or indirectly, in the United States, its territories 
or possessions or to any U.S. person as such term is defined in Regulation S of the Securities Act; or (ii) Australia, Canada, Japan, New Zealand or the 
Republic of South Africa. Any failure to comply with this restriction may constitute a violation of United States, Canadian, Japanese, New Zealand or 
South African securities law. Further, the distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession 
this Document comes are required to inform themselves about, and observe, any such restrictions. 

H&P may from time to time have a broking, corporate finance advisory or other relationship with a company which is the subject of or referred to in the 
Document. 

This Document may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.  
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the related third party.  Third 
party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not 
responsible for any errors or omission (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content.  Third 
party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular 
purpose or use.  Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or 
consequential damages, costs, expenses, legal fees or losses (including lost income or profits and opportunity costs or losses caused by negligence) in 
connection with any use of their content including ratings.  Credit ratings are statements of opinions and are not statements of fact or recommendations 
to purchase, hold or sell securities.  They do not address the suitability of securities or the suitability of securities for investment purposes, and should not 
be relied on as investment advice. 

In H&P’s view this material is considered as “acceptable minor non-monetary benefit” under MiFID II as it is either: (i) “non-substantive short-term 
market commentary”; and/or (ii) making a brief reference to existing H&P research and, as such, is in-and-of-itself non-substantive; and/or (iii) paid for 
by a corporate issuer or potential corporate issuer as part of a contractual engagement with H&P.  

H&P Advisory Ltd is registered in England No.11120795. Registered Office: 3rd Floor, 7-10 Chandos Street, London, W1G 9DQ. H&P Advisory Limited is 
authorised and regulated by the Financial Conduct Authority (Firm Reference Number 805667). 

All rights reserved, this Document may not be reprinted in whole or in part by any means including but not limited to electronic publishing, mechanical 
publishing, audio recording, etc. without the explicit written consent of the copyright holder 


