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Shumba Abridged Audited Results for the year ended 30 June 2016
Chairman’s Report
Dear Shareholders and Investors, herewith I take pleasure on behalf of your Board of Directors in presenting for your 
consideration the audited results of Shumba Energy Ltd formerly Shumba Coal Limited (“Shumba” or the “Company”) and its 
subsidiaries, collectively referred to as the “Group”, for the 12 months operating period ended 30 June 2016, along with 
commentary on the operating environment and related outlook.

The past business year was again challenging, but a year in which we have begun to see a number of new and significant 
macro trends already penetrating our local and general operating environment in the SADC region.  Firstly, as was predicted by 
the ‘experts’ within the preceding period, the mining & natural resources investment market turned quite strongly positive with 
precious metals (gold & silver) and related base metals stocks rising fast on the back of significant new capital inflows and 
massively increased exploration and development activity, which has underwritten this further.   

The junior mining market where Shumba generally resides has rebounded between 100% to 300% on individual stocks with 
biggest gains being in focussed gold and pure silver plays.  But because most stocks were down up to 97% from their historical 
highs reached in 2010, there is still a long way to go for them to reach such highs again and the market remains on average 
60% down.  In short we are probably at the close of the first inning only, based on historic bull market trends and there is more 
expected to come. 

So why is this happening?  And what does it mean potentially for the bulk commodities like thermal coal and the energy fuels 
markets where Shumba’s assets and activities are really focussed.  

The ‘experts’ conversation has now changed in the last year from talking of failing confidence in the US Dollar and other major 
currencies, to talking of the totally failed confidence and imminent collapse of the FIAT currency system and its replacement by 
some other more secure exchange unit.   The current global central banking experiment, flirting with negative interest rates, is 
something totally new and there is no history or precedent to refer to.  This underscores the uncertainty as no one can predict 
what will be the outcome, but the ‘experts’ of the last 5 or 6 decades are saying this is a strategy doomed to bring disaster as 
it flies in the face of all economic theory and convention.   And as societal and political structures continue to breakdown 
worldwide, survival instincts are heightening.  This inspires self-organizing communities and a decreasing confidence in central 
banking and other key financial and currency based infrastructures.  

Precious metals as a medium of exchange has thousands of years of tried-and-true history, so people run to these safe havens.   
But this in itself has become problematic as there is not enough physical gold & silver out there, silver in particular is facing a 
huge deficit, and this is fuelling the demand for other forms of safety, in physical commodities.  Thus Shumba will benefit more 
as we move in to 2017 and beyond.  Investment in ‘stuff’ that is physical and tradeable is the trend, this includes infrastructure 
and energy commodities, like thermal coal and/or the company stocks that hold such assets in strategically important areas.  
This therefore continues to offer our investors strong fundamentals to the Shumba business and in progress project 
developments.

Your Board, while vigilant in its monitoring of the macro events has remained very closely connected with all aspects of the 
management and remain as focussed as ever to executing our clearly defined investment plans at local level in Botswana.  The 
first class delivery by management in advancement of the company’s projects has continued, along with strategic discussions 
ongoing for the potential acquisition and/or merger of new value adding assets. Deployment of the Company’s available funds 
remains cautious and well researched and all possible alternatives are investigated to ensure value is generated.  It is my belief 
that investor confidence in Shumba remains strong and this is clearly exhibited most by the tightly held nature of our stock, 
limited trading and immediate take-up of any availability or offer of Shumba shares.  Shumba has been listed of late on the 
watch lists of a number of leading analysts and resource investor newsletters and blogs.

Some key environmental features of our operating year are as follows:
• A continuing volatile and sentiment driven investment environment compounded by central banks monetary system 
experimentation and misguidance.
• Junior mining company valuations having turned positive, in particular in the infrastructure commodities, energy fuels and 
precious metals.
• Operating cost stabilisation through productivity initiatives and capital investment in replacement is also a continuing trend 
and mantra of management teams across the board.
• Mergers and acquisitions in the Junior and Mid-Cap sector continues with high frequency.  This has manifested it in a 
significant number of approaches to Shumba to acquire others assets in Botswana.  
• Shumba is continually reviewing such opportunities on their specific merits.
• Exploration programs and project developments are being restarted, in particular in the base & precious metals 
commodities, but also in energy fuels (Uranium & Coal) or related energy storage metals & mineral salts.
• Major current thermal coal exporters have completed the closure of ageing operations and are selling off others with high 
cash costs which bodes well for Shumba in short to medium term.
• Analysts continue to indicate ever stronger the attractiveness of emerging energy markets like Africa and in particular SADC 
region where Shumba is in prime position to contribute to the large deficit of over 30Gw of Electrical power from Coal Fired 
generating capacity.
• The power deficits embedded in the Southern African Development Community (SADC) region continues to play to Shumba’s 
growing strength in its asset base as it has gained pole position for our projects advance to a cross border energy supplier. 

Some of the company key results and features reported are:
• The Group raised USD1,536 million from issue of shares, a 74% reduction compared to 2015.
• Total expenditures on projects and asset development increased year on year by 93% reflecting the accelerated 
development of our projects during the year and were USD1,936,809.
• The Group’s net assets at the end of the year were USD11,653,472 a reduction year on year of 13% reflecting the higher 
development expenditures. 
• Cash and cash equivalents of the Group as at the reporting date were USD3,018,829 a reduction year on year of 12%.
• Management’s ongoing commitment and competence in the disciplined maintenance of a low cost structure within the 
Group shown clearly in the Company’s continued advancement and maintenance of a strong cash position relative to its peers.
• The Group remains adequately funded to meet its planned expenditure requirements in the coming financial year.

Junior Mining Environment
In the 2016 financial year as I stated earlier, the junior mining & exploration company environment has turned positive for the 
better but retains some volatility.  Resource and energy sector junior companies remain largely dependent on market 
sentiment, commodity price outlook, and central banks experimental actions and statements for misguidance of the markets.

Last year I indicated that your Board had completed an in depth analysis of the environment and we were fairly certain that 
conditions were set to improve, with Company valuations set to turn positive, a continued focus on cost reduction, a reversal of 
the contraction and investment returning to the sector on the back of disinvestment and investment suspension having been 
overdone.   The rebound in the market has shown we were right to a degree and in particular for those companies like Shumba 
that continue to advance this bodes well for our further development to full energy producer.  

However, what we and most others never saw was the central banks going rogue as they have done in creating a whole new 
asset class of negative yielding securities.   So the current reviewed analysis by your Board leads us to believe that based on 
macro trends in currency adjustments/devaluations, the desire by central banks to bring interest rates to negative levels will 
result in only one of two potential scenarios.  Either total crash of the monetary (paper FIAT currency) system as we know it, or 
hyperinflation.  Either way, holding ‘stuff’ in the form of physical commodities, resource assets of size, and the related resource 
& energy company stocks like your company Shumba will ensure your survival.

Shumba’s business remains a long term business and continues to be run with focus and prudent expense management for 
project value creation.  Hence Shumba continues to provide protection of our shareholder’s investment and create the 
opportunity for growth and superior return on investment.  We have, as you can see in the results and achievements in the 2016 
financial year continued to make all efforts to ensure that Shumba remains on pole position for success.

Established Thermal Coal Markets
While an updated analysis of established coal markets has shown an initial further decline at the beginning of the year with 
prices going under USD55 per tonne briefly, markets like South East Asia and China which are supplied mainly by Australia, 
have bounced back with the benchmark Australian export price coming within touching distance of USD70 per tonne and they 
are now making reduced losses around +USD 15 to USD20 per tonne after further cost reductions, cancelling expansion plans 
and capital projects. Heavy rainfalls have hit Indonesian supplies also and with the Chinese Government shutting down mines 
at home on safety and environmental concerns these are all boosters for the price with some analysts predicting prices back 
at levels of USD90 per tonne by 2018.  

But we continue to share the sentiment of the major analysts and still believe the markets are correcting and market analysis 
places South East Asia for significant growth with strong correction by end of 2017 and into 2018 based on the known energy 
demand which on latest 2016 estimates require an additional 40Mt to 45Mt of coal supply per annum. The market is still 
heading for a significant deficit within 3 to 5 years which will force prices upward to potentially unseen levels and highs.

For Shumba though at this stage what is happening closer to home in Africa in more important as it is unlikely we will entire 
the sea-borne Coal market for some years yet.  

As I highlighted last year the Southern African power pool continues to hold a major net deficit of over 30GWe that is still 
growing as older power plants are closed down and/or need replacement.  This urgency to cover this deficit and make industry 
in the SADC region competitive and sustainable has been highlighted in the reporting period with much inter-governmental 
activity on cross border power supply arrangements and agreements which, are all in Shumba’s favour.   Some 3750Mw has 
been approved and called for by the South African government under these arrangements and recent parliamentary 
presentations by the Minister of Energy again highlighted the urgency for these quotas to be filled by independent power 
producers.

We continue at Shumba to drive and sustain our strategy and all indicators continue to strongly underscore it.   Shumba is 
continuing to focus on tactical execution for early cashflow.  In line with this, low cost coal production for local supply to the 
spot market and established energy producers directly through offtake agreements, like Botswana Power Company at 
Morupule, is a point of focus.  And further our independent power producer (IPP) projects are also in the short term another 
priority, particularly at Mabesekwa.  Potentially in the future we may yet export onto world spot markets into the sweet spot of 
the upturn medium term, giving significantly higher than normal returns, but this depends largely on the logistical 
infrastructure establishment and transport costs.

Overview of Operations
During the second half of the period under review and in order to properly assess the value of the Shumba projects, 
management engaged KPMG with your Boards approval, in order to properly constitute in easily accessible data rooms, all 
legal and project rights of tenure, all technical work done to date, etc. for use by prospective strategic and development 
partners.  This engagement included, inter-alia, for compiling of detailed PIM’s (Project Information Memorandums) for the 
projects and a valuation of the resource assets and projects at their current stage of development.  It is expected that this work 
will be complete by the end of the first quarter of the 2017 financial year in September 2016.

Sechaba 
Management continues to focus on early project execution for the Sechaba Coal Mine, with initial open pit mining focussed on 
supply to the local spot market and the Botswana Power Corporation (BPC), with discussions at this time of reporting 
continuing positively on this.  The intent is then to follow with development of a substantial underground mine for the long term 
supply consideration for a 300MWe IPP potentially supplying NamPower Corporation in Namibia.  Ultimately a second deeper 
underground mine project is envisaged in 5 to 8 years’ time for the extraction of the TBS seam purely for export and dependant 
on the available logistical infrastructure and costs to FOB at a port on the West or East Coast of Southern Africa.

The Project Pre-Feasibility study (“PFS”) was completed in the 2015 financial year and subject to the KPMG valuation Shumba 
hopes to conclude by end of first half of 2017 financial year both an offtake agreement for local supply of Thermal Coal to BPC 
and a JDA (Joint Development Agreement) with a strategic partner for the development of the Sechaba IPP.  I can therefore 
continue to assure all of our current shareholders and future investors that although the time frames have extended due to the 
continued depressed market conditions until the recent reverse, that the Sechaba Mine & IPP Project continues with a very 
clear future which, continues to consist of the following three elements;

• Establishment of a domestic coal supply and delivery of a target 1.5 Mtpa of quality thermal coal to existing nearby power 
producers by end of 2017.
• The expansion of the Mine to produce and supply an additional 1.5 Mtpa (Total of 3 Mtpa saleable)  and construction and 
commissioning of our Sechaba Energy 300MWe IPP, utilising this expansion in production for generation and distribution to 
regional grids (NamPower targeted) by 2018/19.
• A further expansion of the mine to produce and supply an additional 2 Mtpa (for a total of 5Mtpa) of high quality thermal 
coal for export via Southern Africa by 2022/23.

Lethlakeng Prospecting Licence No. 308/2014
In the 4th quarter of 2015 financial year the Company was awarded the rights to a new prospecting licence for coal exploration 
rights in Botswana at Lethlakeng.  The new Prospecting Licence No. 308/2014 has been issued to Shumba Coal for coal 
exploration rights over an initial period of 3 years.  The estimated and budgeted expenditure to be incurred by the Company 
during this 2016 financial year period was USD330,000. However, due to our focus on the accelerated development of our 
other assets and projects this was delayed to 2017 financial year. As a reminder Lethlakeng has significant in-situ reserves of 
carbonaceous material (Estimated 500Mt) identified in the area and our initial efforts will be focussed on confirming the 
presence and structure of such resources which, indicates strong possibility for the application of UCG (Underground Coal 
Gasification) technology application at this prospect.  

Mabesekwa IPP Joint Development and Studies
In the 2016 financial year the Company continued to work actively under the JDA with Mulilo and as at 30th June 2016 can 
report the following progress with the project;

• Land Board Lease has been issued in second quarter of the year.
• Power station & Mine Environment & Social Impact Assessment (ESIA) has been approved.
• Infrastructure ESIA and Water Resource studies completed and applications submitted and licences issued
• Waste management licence application submitted and approval received.
• Initial Owners Engineer studies completed and Engineering, Procurement, and Construction (EPC) suppliers shortlisted.
• Grid connection plans agreed with Botswana utilities and the Southern African Power Pool (SAPP).
• Mine and Process Plant Bankable Feasibility Study (BFS) is underway with resource upgrade drilling and large sampling for 
burn tests in progress.

Further strong progress has been made on this project in the reporting period. 

Strategic Business Development
The core strategy of the Company remains unchanged, i.e. the focus on acquisition and development of highly prospective coal 
exploration licenses in Botswana and our objective is to develop the production and sustainable supply of thermal coal from 
these for supply to both domestic spot markets for third parties and for own use in our IPP’s.  In the longer term we may also 
supply sea-borne export markets dependent on price and logistical corridors developments.

With the accelerating development of Mabesekwa for our first IPP to supply the now established cross border market to South 
Africa and with Sechaba for supply to spot markets and potentially the local utility, the strategic future of Shumba has been 
further enhanced. The potential Underground Coal Gasification (UCG) based energy future at Lethlakeng also remains to be 
developed which, with suitable experienced development partners yet to be selected should begin to gain traction in the 
upcoming 2017/18 period.  And Shumba still has intent to add to its energy supply portfolio with the development of a solar 
energy future on the land holdings and under the agreements it holds in Northern Botswana. The Request for Proposal (RFP) 
submissions Shumba made to the Botswana government for a potential 150Mw Solar PV energy field development is still 
under review.  In essence the Shumba future continues to look bright for your Company and your investment.  

On behalf of the Board and Management we offer our sincere regard for the ongoing support shown by our shareholders new 
and old alike in the challenging world and environment we find ourselves continuing in.  We look forward to another coming 
year of real value growth through the solid and continued execution within our sustained philosophy of “Saying what we will 
do and doing what we have said we will do!”

Take care.

ALAN M. CLEGG Pr.Eng Pr.CPM PMP FSAIMM MIOD
CHAIRMAN

Powering the Future



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2016
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 CONSOLIDATED  STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2016
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Auditors: Grant Thornton, Ebene Tower, 52 Cybercity, Ebene 72201, Republic of Mauritius

SHUMBA NOTES AND RESOURCES STATEMENT

By order of the Board
International Financial Services Limited
Company Secretary
28 September 2016
 
The above abridged audited financial statements are issued pursuant to DEM Rule 18 and Section 88 of the Securities Act 2005.
Copies of the full audited financial statements are available to the public, free of charge, at the Registered Office of the Company at 
IFS Court, Bank Street, TwentyEight, Cybercity, Ebene 72201, Mauritius.
 
Copies of the statement of direct and indirect interests of directors and senior officers of the Company pursuant to Rule 8(2)(m) of the 
Securities (Disclosure Obligations of Reporting Issuers) Rules 2007 are available free of charge to the public upon request to the 
Company Secretary at the Registered Office of the Company at IFS Court, Bank Street, TwentyEight, Cybercity, Ebene 72201, Mauritius.
 
The financials have been prepared in accordance with JORC Code for Public Reporting of Minerals Exploration Results, Mineral 
Resources and Ore Reserves.

• Shumba has 2 billion tonnes of thermal coal at its two main projects Sechaba and Mabesekwa.
• 919 million tonnes of resources that has been drilled to reportable measured or Indicated status.
• Shumba has also access to export quality coal in the Taukome Bright Seam (TBS) at Sechaba.
• Shareholders have continued to support  the Company by approving the issuance of management incentive warrants and 
further approving the issuing of new shares of the Company to acquire the remaining shares in Shumba Resources Ltd not 
already owned by the Company, thus making it a 100% owned subsidiary of the Company.

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2016

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2016

Directors: Alan Clegg (Chairman), Mashale Phumaphi (CEO), Thapelo Mokhathi, Kapildeo Joory, Sipho Ziga, Grant Ramnauth and Boikobo Paya www.shumbaenergy.com

Mabesekwa ResourcesSechaba Resources

Income
Expenditure
Professional fees     
Listing fees     
Licence fees     
Directors’ fees     
Audit fees     
Bank charges     
Annual fee to SEM     
Assets written off     
Operating expenses      
Depreciation     

Operating loss     
Finance costs     
Finance income     
Foreign exchange loss     
Loss before tax     
Tax expense     
Loss for the year     
Other comprehensive income, net of tax:
Items that will be reclassified subsequently to profit or loss
Items that will not be reclassified subsequently to profit or loss    
-Exchange differences on retranslation of foreign operations     
Total comprehensive loss for the year    
Loss for the year attributable to:     
Owners of the parent     
Non-controlling interest  

Total comprehensive loss attributable to: 
Owners of the parent     
Non-controlling interest  

Loss per share     
Basic loss per share     
Diluted loss per share


