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Doc Holiday: Hey guys, it's Doc from DLC, it's the 5th of July. I've been fortunate enough to catch up with the Chief of 
Staff at Tlou Energy who has today released a incredibly bullish RNS regarding its application for a power 
development license. Do you want to give us a bit of picture or colour to your picture please? 

Colm Cloonan: Hey guys, how are you doing? Yes, we put out announcing this morning in relation to a 50 megawatt 
project. I think maybe it might be worthwhile if I ran through the company just in five minutes then talk, just to get 
people familiar with who we are and what we do.  

We're a coalbed methane exploration company based in Africa, in Botswana in particular. We're listed on ASX and 
AIM and the ticker is TLOU which is our name. About 206 million shares on issue, and Market Cap as of the end June 
was about 8 million. Share price has gone up today, so that's increasing. 

We're looking at delivering a gas to power project in Botswana using Coal Bed Methane (CBM). Botswana as a region 
has a huge market with a chronic energy shortage, both in Botswana and in the whole region particularly in South 
Africa which has a deficiency of over 5000 megawatts worth of power. We're looking at using our gas to replace 
expensive diesel, and imported power in the region. We've about 8300 kilometers of a licensed area, that's all 
prospecting licenses, and today we received a confirmation from the Botswana government that we have approval 
to develop a 50 megawatt CBM powered project in the region.  

Doc Holiday: For those listeners that don't quite understand how the gas business can be converted into energy. Do 
you want just to give us an explanation on how that happens? 

Colm Cloonan: Ye, so Coal Bed Methane CBM, some people refer to it as Coal Seam Gas. CBM is unconventional gas, 
what we do is we drill into a coal seam and that, in our particular case, is about 400 to 600 meters deep. We drill a 
vertical well into the coal, and in any coal seam there will be the coal in the actual rock itself - formed to the rock 
(stuck to rock effectively) is gas and the water. What you do is you drill into the coal, you depressurize the coal, and 
by pumping the water off it, the water starts coming first, and after you pump all the water from the system (not all 
the water but significant amounts of water from the system), gas will start to flow.  

I always describe it like a mortgage, when you start paying off your mortgage, at the start you've got a lot more 
interest payments than principal payment. It's exactly the same in this. 

At the start you start taking the water away, and there's a lot more water at the start, the water starts to diminish, 
and the gas flow start to increase. You pump the gas and the water to surface, they're separated and, depending on 
the quality of the water, it can be used for agricultural purposes. You could put in the rest of most for planting, and 
use it for consumption. You can re-inject it into the ground. The gas is taken, and then that's used for power 
generation, can be used for compressed natural gas, and LNG, that are piped directly to a power station. 

Doc Holiday: Is it the pressure of the gas that's actually driving a turbine of sorts which is creating the electricity? 
How does it work? Is that right or wrong? 

Colm Cloonan: Yes, what you do is you - let's say you pull it to a large power station like the Orapa  power station, 
(which I can talk about later) you feed the gas into a power station which heats water, creates steam, turns the 
turbine, and the turbine generates electricity. So that's your power source, to turn the turbine to make the 
electricity. 
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Doc Holiday: Looking at some of the mapping of the area that you're operating in. This 50 megawatt size, authority 
that you've been given now, that's a lot bigger than what you guys are anticipating but within the surrounding area, 
is this quite a big plan in comparison to other things that are going on in the area? 

Colm Cloonan: Well in the area, the main power stations are the Morupule power station, which is a 600 megawatts 
coal fire power station, that's located about 120-130 kms to the east of our plant, and about 150K north, there’s the 
Orapa power station. The Orapa power station is a 90 megawatt, diesel fired plant. Now Orapa provides power to 
the Orapa diamond mine, which is the largest diamond mine in the world by area, and Morupule the power station, 
600 megawatts, that is supposed to be the answer to all the prayers in Botswana for power generation.  

In fact, Morupule, when it was built (it was built relatively cheap at that time and I think they got what they paid for 
and it's not working very well) had a capacity to reach about 600MW, well it’s never reached anything close to that, 
it's currently producing probably in the region of about 200MW, and if that was up and running, they'd be a long 
way, a lot closer to getting much of their power needs in Botswana, but the reality of that is, it's highly unlikely to 
ever get anywhere close to its 600MW.  

So our 50MW project is smaller than those ones, due to the current demand for power in the area, and it's still a 
significant development for Botswana The tender process, to get the actual, the 50 megawatts project all came 
about rather than your standard tendering project that goes out in Botswana where you apply, and they say OK 
guys, everyone submit their 'Expressions of Interest’ to do a project this was actually for emergency power, which 
meant that it got fack tracked to the government. 

So we applied first, and we said to them, "Look, we will actually start off with the 10 megawatts plant." We sent in 
our application, it went to government cabinet, and the cabinet approved this, and in interest of transparency, that 
then have to go to, what's called the Public Procurement and Asset Disposal Board in Botswana, who now has-- they 
have just approved our 50 megawatts plant, but we initially applied for 10, and they said we'll actually give you 50. 
So that's the approval we got today, that mean we can now go back to the ministry, the ministry will then send us 
the official letter saying-- we got written confirmation from the Public Procurement and Asset Board, it now goes 
back to the ministry, and then we go back and we discuss the processing in detail. 

And that's our 50 megawatts project, further on from that then, once that's developed, we would look at supplying 
gas to the Orapa power station 90 megawatts, and 150Ks north of our field, and that would potentially be to supply 
the Orapa power station-- the Orapa diamond mine first, and with the possibility of actually expanding that plant 
and providing power into the grid. Further on from that then, we would look at developing their 300 megawatts and 
Greenfield power plant in Botswana. So there's huge options there because of the agreements in place between the 
number of the Southern African countries, and for our power generation, that once we meet the capacity to provide 
power in Botswana, the ability is there to send the power into neighboring country, like South Africa, which is at the 
moment the greatest demand. 

Doc Holiday: Okay, so what you've got-- you got a situation where it's cleaner, more efficient, and there's a massive 
sort of demand issue for this kind of power generation that you've got. There's a number of options, both working 
within--    

Colm Cloonan: You touched on cleaner there, that's a key one, because there's very much a tendency to tell us, 
"Stay away from coal fired plant generation".  

Coal fired or based on-- power like that is vital in any system, now they do have coal fired generation in Morupule, 
and Orapa 90 megawatts is actually running on diesel. The plant was originally built to run on diesel and gas, and 
dual fired one, probably because they didn't have gas at the time, and there was talks by different engineers about 
10 years ago that we would have gas, and no one has come to the table, said, "Here it is". So they started running 
the plant on diesel, and diesel is ridiculously expensive.  

Have had figures, and it is very, very difficult to get the actual figures from the power stations particularly because 
they’re government owned, but they’re spending like over US$220 million on diesel every year for that plant and 
power station alone. That gives you a sort of the size of an idea of potential revenue that there is available for a 
plant like that. Coming back to the clean power - coal plant power, coal is considered to be a dirty fuel; the World 
Bank for instance is not funding any more coal project. The government wants to be seen to be reducing their 
carbon as well they’re very pro clean gas fuel.  

As well as if we go for the likes of Orapa we’ll actually be replacing diesel which again is another dirty fuel. From that 
point of view the gas is king over there. The government is very supportive are today’s announcement suggests as 



well. We have GG who his name is Gaabake Gaabake, he’s our local Botswana resident director. GG was a former 
permanent secretary with the Ministry of Mining And Energy in Botswana. He is a key liaison with the government, 
but we do have a very supportive government behind us, and that’s vital in an industry like ours particularly in the 
region where we are working as well. 
 
Doc Holiday: Yes, so you’ve got clean efficient energy there is a huge demand, the director and team which have 
obviously got a strong and meaningful relationships with the Ministry, the Cabinet and various other individuals. This 
is obviously much bigger than the original application that you made. What would it mean in, I know you’ve talked 
about the amount of diesel cost that the government allegedly spending in order to run the power plants that 
they’re working on – these inefficient coal plants? 
 
What value would a 50 megawatt plant return to you on a year by year basis, taking out CapEx cost and stuff like 
that?  
 
What sort of value does this attribute to your company now, obviously against a 10 megawatt plant that you’d 
looked at developing initially? 
 
Colm Cloonan: It’s always a very difficult one to answer, our share price as it is, in my opinion, highly undervalued. If 
you look at some of the broker research out there Brandon Hill did one or the other price on some of them 24p, 25p 
something in that nature. Then there was also another one that was done in Australia through another broker. Now 
the figures they are in Australian Cents which -- and I think they had a target price of about 46 cents, which would be 
in and around 24p or 25p which is similar to what Brandon Hill have.  
 
Now that is a region that we think we should be getting close to and on the back of these 50 megawatts I’d be 
thinking our current share price is still ridiculously low. It’s going in the right direction at the moment, a project like 
50 megawatts it’s all dependant on a number of factors. It’s like with coals and gases it’s not just a stuff that begins 
to drill the holes in the ground and let the gas flow, there are a lot more technical details that going to it. 
 
To try and put a price on this right now with just the current data that we have, before we’d start negotiations on 
the offtake agreement pricing and terms and so on would be difficult. A 50 megawatt project for instance and just 
the real top of the hedge figures and from revenue terms could generate US$40, $50, $60m a year relatively quickly 
once it’s up and running. So you’re talking about a project that could pay itself back in three, four years from a 
revenue point of view, and that’s just a 50 megawatts alone. Once you start getting there, project like that running 
and you’ve got cash coming in, it’s a much easier prospect to try and expand the project and start feeding into the 
likes of Orapa for the additional 90MW. 
 
Doc Holiday: The thing is that you need to have a continuous and consistent supply of gas, if you got enough gas to 
feed all of that demand? 
 
Colm Cloonan: STM, if you look at this we have a contingent resource statement out there and it’s here that we have 
3.3Tcf (trillion cubic feet) of gas. People just read these things and they’re not really sure what that means or its just 
sounds like a lot of gas, and in very broad terms 3.3Tcf of gas would fuel the Orapa power station for roughly 400 
years if you get all the gas out of the ground. Now, no one’s ever going to get all the gas out of the ground. As you 
can imagine, you can only get a fraction of that gas out of the ground to have an awful amount of gas. So around 
3.3Tcf at 15 megawatts project over 20 years probably used in the region of 80Tcf of gas. 
 
So the huge potential there, having the actual amount of gas isn’t a massive issue. The work involved is in the initial 
project up and running. With coal seam gas, you start producing your gas and you have to build it up to certain level 
so if you want to fill a pipeline, you might need to drill -- it could be 10, it could be 20 wells. Once you’re 10 feet 
done, you get it onto your pipeline in an order to keep supply, you’ll drill at some wells start to tell if you want to 
meet the demand. 

A key advantage I think with our project in comparison to a lot of the oil and gas projects is the scalability. We got a 
project -- we’ve been approved for 15 megawatts. What we can do first off is we don’t have to go on just 50 
megawatts immedaitely. We’ll just do 10. Do the first 10, fill enough wells to get the 10 megawatts running and put 
in transmission lines or a pipeline, likely to be transmission lines in this case. 



Transmission lines would be sufficient to cover a power generation like maybe 50 to 200 megawatts, close it 50MW. 
And you drill up the first 10, you put in a power station on the other engine of transmission lines at the grid and you 
generate 10 megawatts worth of power. Now you start to generate cash. That cash is speaking back to the business 
and it’s starting to move towards paying your next 10 megawatts. You get your second 10 megawatts up and running 
and do that five times, you get your 50 megawatts plant. You’ve done those incrementally.  

Doc Holiday: So yes, basically, you’ve got a field development program on the gas side and you’ve got a power 
development program on the power side and then what you look into is feed of -- you’ve got one to 10 megawatts 
set aside up and running you then going to use the revenue redistribute it back down the chain and use to- 

Colm Cloonan: From the shareholder’s point of view, you don’t want to – you don’t want someone coming out and 
say, “Yeah, we got a 50 megawatts project.” The first thing people say is’ “Oh, yeah this is going to make us a lot of 
money we’re going to get diluted to the hilt here. That’s not the way it is going to work. If you’ve got a smaller 
project and the project is starting to fund itself, you don’t have to keep coming back to shareholders. There isn’t new 
stock coming into markers on placement every now and again and you go, “I just get in here, I get in, and I’ll get in 
then.” They won’t be coming into the markers, people would be holding the- then the stock will be going off, the 
only way you’re going to get in the markers is going to drive the share price up.  

So, the key thing now would be now is to do our gas load, we want to do two things in the last number of months 
that the two key items, we wanted we’re getting our economic gas flows and getting our off-take agreements in 
place. Now, effectively as of today, that off-take agreement is on its way so that box is ticked. And the gas flows are 
going really well. We’re very, very happy with how things are flowing. The last announcement we had last week, or 
the previous week we detailed how we are flowing gas from the vertical section of the wells and not so much from 
the lateral section. 

If you want me to go into a little bit more of the technicalities, the wells that we built, I earlier said that you drill a 
vertical well into the coal and you extract the gas from there. We’ve done actually another method and you still do 
the vertical well into the coal but you also do, you move about a kilometer away and you start drilling another well 
and you drill it down 300-400 meters, you start to turn it, and it goes into the coal, it goes all the way along the coal 
thing to intersect with the vertical well that you’ve drilled there. So it becomes one big - we call them a pod. It 
becomes a pod, whereby you’re actually flowing gas from like about 700 meters worth of coal in the lateral section. 
You pump it through the lateral section of the vertical well and that’s where you collect your gas. 

We’re working on that at the moment and the gas flow that we had- we've got very encouraging results to date. But 
the data suggests that the flows are coming particularly from the vertical section of the well rather than the lateral 
section. Purely because the lateral wells needed to be dewatered a little bit further. As you can imagine, it's quite a 
significant distance, 700 to 800 meters of coal, if the permeability is quite good in other words if the soakage from 
the coal, then you probably have to take water out of the large area. Let's say if you construct 50 meters either side 
of that well that's been drilled in the lateral.  

So, it could be a large area. It'll probably work- just to explain where the gas actually comes from and the coal itself, 
the actual rock. If you would pick up a little bit of coal and you look at it, you'll actually see that it has lapses, holes 
that are cleaved in fractured. Depending on how opened all those holes are, sometimes I’ll describe it as an area 
chopped with all the bubbles if they were all cracked all the way through.  

If you can imagine, they were all particularly porous and that the water will flow from a long distance all the way into 
those holes to where you’ve drilled your well when you pump it out. Then, the more further the particles over there 
and the more space there is, the more gas you'll get from each well that you've drilled. The more gas you'll get from 
that well, the less wells you’ve got to drill, the less Capex when starting your project.  

Doc Holiday: So, it's similar to an old fashioned sponge? And depending on its formation, it would, in fact, depend on 
how quick and easy your job becomes. Is that fair analogy? 

Colm Cloonan: Yes. But, it's not going to make it really any easier with what goes into it. It means that you have to 
drill less wells. It's still the same. You have the work to do, but you can imagine if it's so extremely tight and you drill 
it down -- When you take a simple vertical by senses, you drilled one vertical well and you were able to get the gas 
from the coal that stretch from a five-meter radius around this, then you got to go 10 meters away to drill the next 
one. Because, that will get the gas from the next 10-meter radius -- next five-meter radius or 10-meter diameter and 
so on. But, if your coal has great permeability and let’s say it stretches like 100 meters, then you don't have to drill 
the next one until 200 meters away and you can see how it'll really be based on your Capex. 



Doc Holiday: All right. Okay, so the biggest concern I can claim from the market currently is people have got a big 
hang-up. They want the commerciality. Is it commercial? Are these wells commercial? We know that you're talking 
about 3.3 Tcf here. We know that you're talking about feeding this really big-- potentially, big development projects. 
It seems a bit of a given that this field is going to be commercial. It's just the case of how and when the 
announcement is made. That seems to be the hang-up in the market. What assurances can you give to investors? 

Colm Cloonan: Yes, everyone says to me, "Okay, how much gas have we got? Have much gas have we got? How 
much gas?". 

And you can come up to say, “Look, we’ve got X thousand cubic feet per day. We've got Y. We've got whatever. With 
different gas basins around the world. They all react differently. The Queensland basins for instance, and 
Queensland is one of the homes of coal and gas, really. The Queensland basins are very similar. Some of them are 
very similar to the basins that we are working in. Now, it's not just the case of what your gas flow is. Also, the key 
one will be the price.  

Now, if you go to somewhere like – somewhere like the states or even Queensland where the gas prices are much 
lower than potential prices that we are going to get in Botswana. Then somebody will say to you, "Well, that’s not 
really a commercial flow." And if he says, "Yes. But, what if we get gas prices that could be three, four, five times as 
much and suddenly you do have a commercial flow?"  

Look, we've got a lot of models that we work off. And so we do have a range of pricing that we're looking at and we 
do have a range of gas flows that will make these models economic. And the real key item will be what our reserve 
certifiers say to the company so the company could come out and say, “Yes, we have X thousand cubic feet per day. 
We have one person will say that sounds fantastic; another person will say that sounds terrible purely because of 
their experience dealing with different basins around the world.  

The key one though is that you can get the gas out of  the ground and that you can sell it commercially and that you 
do have a partner that is going to buy it and the price they are going to buy it for so there is a few items that go in 
there. We currently have what’s called contingent resources, that is 3.3tcf of gas that I mentioned. That effectively 
says there is gas in the ground. We want to convert that to that contingent resource to reserve. Our reserve says you 
have gas in the ground, you can get us out, you got to fight for us and these people are going to spare us the rest and 
you’ve signed the agreement and you can dupe.  

 
So that’s what they reserve and it’s done by an independent body. The current body which uses the group used to 
called SRK. SRK are bold renowned and reserve certifiers. Now, they collect our data. We have to get our data and 
actually as it comes in, minute by minute in there in Botswana. They get our data, they’ll assess it all, they’ll look 
over that, look over for a period of time, they put all that in to their modeling system and so there is a hysterical 
model for numerous fields around the world. Then put it they’ll be able to say, “Look here, you’ve flown this amount 
for so long.” Then back and I need a month worth of data. They’ll say, it’s done on the other data like that content 
and permeability and so on.  
 
Then they’ll say yes, likelihood is those wells will flow for, they could give you a figure of sort of 10 years and this will 
be the decline curve of they’ve reached the peak say after a year and then might tend to decline or tail off over the 
next 10, could be 15 years, could be more. And they’ll log all that in to their system, they’ll come back and say yes 
and we got the gas data, we got the details and the relationship, and your off take agreement. We confirm you got 
reserves in these areas and that this effect will be the bankable reserve that you now have. And until the reserve 
certifiers come out and say that - they are the key people that have to come and set because they are independent. 
The company can come out and give a flow rate - and there will be too much sort of uncertainty with that, that I 
don’t think market would say well is that good or is that bad, Initially some people will say that’s great and some 
other people may just say the complete opposite. 
 
Doc Holiday: That’s okay. The company seems to be well on the way. The reserves are going to be announced in to 
the market as reports have been carried down. You’ve got a clean and concise way of operating and certainly it looks 
likeyou got a plan in place so I wish you all the very best of luck and I appreciate you coming on and chatting on the 
DLC today. Thanks a lot Colm. 
 
Colm Cloonan: No problem, thank you. 

 


