The Petroleum Corporation of
Jamaica (PCJ) is seeking to raise
$5.5Bn by offering up to
11,000,000,000 ordinary shares in
the capital of Wigton Windfarm
(WWEF) Limited on the Jamaica Stock
Exchange Main Market. The offer
represents 100% of WWF’s post-IPO
share capital. That is all the shares in
the company.

Of the 11,000,000,000 shares on
offer, 2,200,000,000 is reserved for
public sector employees and
8,800,000,000 will be available for
sale to the general public. Notably,
none of the proceeds from the IPO
will enter the capital structure of
Wigton.

WWEF, the largest renewable energy provider in the
English Speaking Caribbean and a wholly owned
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The company was incorporated in April 2000 and is focused on
diversifying, developing, facilitating, and promoting the use of alternative
renewable energy solutions in Jamaica. As a clean energy facility, it
contributes positively to the environment. The clean energy generated by
WWL is estimated to reduce Jamaica’s oil consumption by approximately
100,000 barrels annually .

The company’s policy is to pay out 25% of
its annual profits as dividends.

With three plants and a total generation capacity of 62.7MW, the
Company produces 6% of the total energy consumed locally. All of the
energy it produces is sold to JPS under three Power Purchase
Agreements (PPAs). WWF’s multi-decade strategy for capacity expansion
is expected to play an integral role in the achievement of the
government’s plans to diversify the country’s energy mix.

* The equity is attractively priced at J$0.50 per share

* The renewables energy sector has potential for growth based on the
government's plan to diversify the country's energy mix to allow for the
sector to contribute up to 56% of the country’s total power output by 2037.

* The company currently enjoys a strong market presence as its current
market share stands at 41.4% of the renewable energy consumed locally

* Current long term contracts extend up until 2036 and there is certainty of
revenues under the PPA contracts with JPS

The company relies heavily on debt to finance the expansion and
production efforts. Wigton is currently highly leveraged and this may limit
is ability to secure new funding for expansion.

Wigton must enter a competitive bid to sell new generation capacity to JPS.
To win bids it must produce energy at lower cost than competitors. Its last
bid for expansion was rejected.

Locally, a large majority shareholder is a key influencer in businesses. The
lack of a large majority shareholder could impede strategic decision
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* The current 10% shareholding cap placed on any single investor for five
years, will ensure that the stock is widely held and support good liquidity.

* There are plans to expand into other forms of renewable energy through
the construction of solar energy plants and the acquisition of new wind
turbines.
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* The need to reinvest in the business to support expansion plans may
limit the company’s ability to make dividend payments.

* None of the funds from the IPO will be reinvested into Wigton.

Based on Wigton’s financial performance, the outlook for the renewable
energy locally, the entity’s structure and business strategy, we concluded that
the Wigton has growth potential. In valuing the company, we balanced the
downside of the company not winning any further capacity bids and assumed
that it adds no additional generation capacity over the long term but is able to
continue to produce and sell its current capacity. We are projecting full FY
2019 and 2020 Income for March 2019 and 2020 of approximately $2,401Mn
and $2,473M, respectively.

In choosing our Valuation methods, we considered the company’s non-cyclical
business model, high and stable EBITDA margin, and the nature of the
transaction being executed. Using the Discounted Cash Flow (DCF) model, we
obtained a fair value of $0.60 per share.

This price implies a P/E of 8.95x the Company’s normalized March 31, 2018
earnings and a P/B of 2.65x the Company’s December 30, 2018 equity book
value, which are both below the main market P/E and P/B averages of 17.22x
and 6.07x, respectively. Wigton’s offer price of $0.50 per share represents a
discount on our fair value estimate, hence we recommend that investors
PARTICPATE in the Wigton IPO as it is a good diversification play and is
suitable for investors with a long-term investment horizon.
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