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Independent Investment Research 

WHO IS IIR? 

Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned research for 
Brokers, Family Offices and Fund Managers. IIR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising activity and therefore it does 
not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the Aegis Equities 
business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that covers listed and unlisted 
managed investments, listed companies, structured products, and IPOs.
IIR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and appraisal of research 
analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by, any sales 
personnel nor do they have dealings with Sales personnel

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity, experience, individual 
reputation, and evaluations by investor clients. 

INDEPENDENCE – ACTIVITIES OF ANALYSTS

IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches. Pitch materials 
by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed as representing 
the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings of securities or any other investment banking 
transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or telephone in order to help ensure that they 
have access to the same information as their investor clients. 

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended conferences may 
include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and expected market 
reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES

IIR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and personnel from other 
business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research and from offering 
or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These restrictions do not preclude the 
acceptance of reasonable hospitality in accordance with the Firm’s general policies on entertainment, gifts and corporate hospitality. 

DISCLAIMER

This publication has been prepared by Independent Investment Research Holdings Pty Limited trading as Independent Investment Research (“IIR”) (ACN 155 226 074), an Australian Financial Services Licensee 
(AFSL no. 420170). IIR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its preparation. Each company specified in the Report (the “Participants”) 
has provided IIR with information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources that IIR believes are reliable, no 
responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event that updated or additional information is issued by the “Participants”, subsequent to this 
publication, IIR is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as at the date of 
publication and may change without notice. IIR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss or damage relating 
to this document to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. Any opinion 
contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a recipient intends to use it. 
In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should obtain individual financial 
advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial situation or particular 
needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other country. This document does not 
constitute an offer of services in jurisdictions where IIR or its affiliates do not have the necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate may, from time to 
time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the Participant, their directors and associates 
declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication. 

IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection 
with making any statements and/or recommendation (if any), contained in this Report. IIR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the 
securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in this publication; may affect transactions 
which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships in the companies mentioned in this publication; and/or may perform paid services 
for the companies that are the subject of such statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information contained in this 
publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.

THIS IS A COMMISSIONED RESEARCH REPORT.

The research process includes the following protocols to ensure independence is maintained at all times:

1) The research process has complete editorial independence from the company and this included in the contract with the company;

2) Our analyst has independence from the firm’s management, as in, management/ sales team cannot influence the research in any way;

3) Our research does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold” on any stocks.  This is left to the Adviser who knows their client and the individual portfolio of the client.

4) Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense.  Our firm has a conservative bias on assumptions provided by management as 
compared to Broking firms.

5)  All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6) All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Investment Profile

Share price ($) as at 9 April 2016 0.055

Valuation ($) 0.13

Issued capital:

Ordinary shares (M) 2,005.2

Options (M) 180.4

Fully Diluted (M) 2,185.6

Market capitalisation ($M) 120.2

52-week low/high ($) 0.049/0.081

Board and Management

Directors

Tim Netscher (Non-Executive Chairman)

Dr. Vanessa Guthrie (Managing Director)

Richard Patricio (Non-Executive Director)

Richard Homsany (Non-Executive Director)

Michel Marier (Non-Executive Director)

Todd Alder (CFO & Company Secretary)

Management

Andrew Worland (General Manager - Project 
Finance & Strategy)

Greg Shirtliff (Geology Manager)

Richard Yeeles (Approvals and Community 
Director - Wiluna)

Major  Shareholders %

OZ Minerals Limited 21.1

Mega Uranium Ltd 20.7

The Sentient Group 18.2

Share Price Performance

Toro Energy Limited (TOE)
Update – April 2016

MILESTONES CONTINUE AS WE WAIT FOR URANIUM PRICE TO 
IMPROVE

 � Extension of Environmental Approval at Wiluna Underway: The company submitted 
the Environmental Scoping Documents (ESD’s) for review by the EPA for the Millipede 
and Lake Maitland deposits. The Public Environmental Review (PER) was released in 
November 2015 and concluded in February 2016. The EPA will prepare a final report 
and recommendation to the Environment Minister once the PER is completed and final 
submission from TOE is received. The approval process is expected to be completed in 
the 2H’CY2016.   

 � Landowner Approval Progressing: The company has been progressing its talks with 
respective landowners for the Wiluna Project and believes it is close to finalising an 
agreement. Achieving landowner approval will be a significant milestone for the Wiluna 
Project.  

 � Refinancing of Macquarie Bank Debt Facility Complete: During November 2015, the 
company completed the refinancing of its Macquarie Debt Facility. The company repaid 
the outstanding $6m of the facility through a $6m interest free loan provided by The 
Sentient Group, which matures in three years (August 2018). The repayment extinguishes 
the company’s obligations to Macquarie Bank with the loan terms from the Sentient 
Group far more favourable.       

 � Well Capitalised: At 31 December 2015, the company had $13.4m cash on hand, 
leaving the company in a good position at the current time. The cash position has been 
boosted over the year with the capital injections from The Sentient Group. The company 
has sufficient cash to complete the approvals and complete a DFS, however will require 
additional capital to commence construction. The company is actively seeking strategic 
partners and is in offtake discussions to be able to commence this stage when the 
uranium price recovers. 

 � New Chairman Appointed: In October 2015, Ms. Harris retired from her position of 
Chairman and Mr. Tim Netscher was appointed Chairman. Mr. Netscher has significant 
experience in senior executive positions and on the board of resource companies.

 � Uranium Price: The uranium price has not recovered due to the continued over supply of 
uranium in the market and the longer than expected start-up of Japanese reactors. Both 
the spot price and the long-term price remain at depressed levels and have continued 
to decline over 2016. However, the long-term outlook for the uranium price remains 
positive with the price expected to appreciate as existing reactors come online and new 
nuclear reactors commence operation resulting in demand increases. Commencement 
of construction at the Wiluna Project is dependent on the price rising to a point where 
production becomes economical. The company was seeking to commence construction 
of the Wiluna Project in 2017, however due to unfavourable market conditions 
construction is likely to commence between 2018-2020. We note, production is expected 
to commence two years from the commencement of construction.   

 � Shares on Issue: The company has over 2 billion fully paid ordinary shares on issue, a 
28% increase of the shares on issue at 30 June 2014. The number of shares currently on 
issue is significant and the company will have to consolidate the shares on issue at some 
point. This is expected to happen after a significant event for the company.    

 � Valuation: We have assigned a valuation of $0.13 per share to TOE. This valuation 
includes a DCF value for the Wiluna Project and a cost value for the Thesus Project. The 
Wiluna Project is the primary focus for the company, with milestones continuing to be 
achieved. The valuation of the Wiluna Project is based on the assumptions detailed in 
the table on the following page and is sensitive to the inputs used. The uranium price is 
the major determinant as to when construction will commence at the Wiluna Project, 
with the company previously stating a long-term price of $65-$70/lb is the point at which 
production becomes attractive. As such, there is significant upside required in the long-
term price before construction will commence. 
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PROFIT & LOSS ($M)          

Y/E June 2011A 2012A 2013A 2014A 2015A

Sales Revenue 0.0 0.0 0.0 0.0 0.0

Other Revenue 2.4 0.9 0.3 0.4 0.5

Total Costs 3.5 4.8 3.3 -5.3 -20.5

EBITDA -1.1 -3.9 -2.9 -4.9 -20.0

Depreciation -0.6 -0.7 -0.5 -0.8 -0.7

EBIT -1.7 -4.6 -3.4 -5.7 -20.7

Interest 0.0 0.0 -0.6 -2.4 -2.9

Pre-Tax Profit -1.6 -4.6 -4.1 -8.1 -23.6

Tax expense 0.0 0.0 0.0 0.0 1.3

Net Profit After Tax -1.6 -4.6 -4.1 -8.1 -22.2

Abnormals -20.1 -6.1 -2.8 0.0 0.0

Reported Net Profit After Tax -21.7 -10.7 -6.9 -8.1 -22.2

BALANCE SHEET ($M)          

Y/E June 2011 2012 2013 2014 2015

Cash 29.7 12.8 11.2 7.2 22.9

Trade and other Receivables 0.3 0.3 0.5 0.2 0.9

Inventories 0.0 0.0 0.0 0.0 0.0

Investments 0.0 0.0 0.0 0.0 0.0

Other 0.3 0.2 0.1 0.0 0.2

Current Assets 30.9 13.2 11.8 7.4 24.0

PPE 2.6 2.1 1.5 2.1 1.4

Investment in Joint Venture 0.0 0.0 0.0 0.0 0.0

Exploration & Evaluation 67.4 83.7 88.7 128.1 133.3

Other 0.0 0.0 0.0 0.0 0.0

Non-current Assets 70.0 85.8 90.2 130.2 134.8

Total Assets 100.3 99.0 102.0 137.5 158.8

Trade and other Payables 1.2 3.2 1.4 0.7 1.1

Short-term Debt 0.0 0.0 0.0 0.0 11.0

Long-term Debt 0.0 0.0 7.8 9.4 7.4

Provisions 0.3 0.4 0.2 0.1 0.2

Other 0.0 0.0 0.0 0.0 0.0

Total Liabilities 1.5 3.6 9.4 10.2 19.6

Net Assets 98.8 95.4 92.6 127.3 139.2

Share Capital 211.6 217.6 217.6 260.0 293.8

Reserves 2.3 3.3 6.8 6.5 6.3

Retained Earnings -115.1 -125.5 -131.8 -139.2 -161.0

Shareholders’ Equity 98.8 95.4 92.6 127.3 139.2

Minorities 0.0 0.0 0.0 0.0 0.0

Other 0.0 0.0 0.0 0.0 0.0

Total Equity 98.8 95.4 92.6 127.3 139.2

Shares on Issue  (M)  964.9 1,041.9  1,041.9  1,903.8  1,994.1 

Options Outstanding (M)  32.8  37.0  135.0  133.9  129.8 

Fully Diluted (M)  997.7 1,079.0  1,177.0  2,037.7  2,124.0 

CASHFLOW ($M)          

Y/E June 2011 2012 2013 2014 2015

Receipts from customers 0.0 0.0 0.0 0.0 0.0

Payments to suppliers -2.8 -3.4 -3.1 -2.0 -1.9

Net interest 3.3 1.1 0.4 -0.6 -0.8

Tax Paid 0.0 0.0 0.0 0.0 0.6

Other 0.0 0.0 0.0 0.0 0.0

Operating Activities 0.5 -2.2 -2.7 -2.6 -2.1

Capital Expenditure -2.1 -0.1 -0.1 -3.2 0.0

Exploration, Development, Evaluation -15.5 -17.8 -10.4 -6.6 -6.0

Asset Sales/Acquisitions -7.3 -1.9 0.0 0.1 0.0

Other 0.0 0.0 0.0 -0.1 -0.5

Investment Activities -25.3 -19.8 -10.4 -9.8 -6.6

Share Issues /(Buybacks) 0.0 5.3 0.0 8.3 14.6

Debt Drawdown/ (Repaid) 0.0 0.0 12.0 0.0 9.9

Dividends Paid 0.0 0.0 0.0 0.0 0.0

Other 0.0 -0.1 -0.5 0.0 0.0

Financing Activities 0.0 5.2 11.5 8.3 24.4

Net Cash Increase/(Decrease) -24.8 -16.9 -1.6 -4.1 15.7

Cash at beginning 54.5 29.7 12.8 11.2 7.2

Cash at end 29.7 12.8 11.2 7.2 22.9

Key Model Assumptions

Wiluna Uranium Project

Resource U3O8 80.5mlbs

Recovery 86%

Cash Cost US$31/lb

Annual Production 2Mlbs

Capital Cost A$315.6m

WA Royalty 5%

The Sentient Group Royalty 2.5%

Tax Rate 30%

Uranium Price US$70/lb

Depreciation method Straight line

First production year 2020

Mine Life 20 years

A$/US$ rate 0.75

Discount rate 15%

Equity interest 65%
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CORPORATE ACTIVITY
 � In November 2014, the company announced The Sentient Group were to become a 

major shareholder in the company, subscribing to 125m fully paid ordinary shares in TOE 
at 8 cents per share for $10m. This was combined with a $10m injection of project level 
funding for the Wiluna Project in exchange for a 2.5% royalty on all product produced. 
Under the agreement TOE acquired The Sentient Group’s interests in Strateco Resources 
Inc, payment of which was made to The Sentient Group via 236.5m fully paid ordinary 
shares in TOE. 

 � In addition to the capital raised from The Sentient Group, the company completed a 
Share Purchase Plan in December 2014 which raised a further $3.9m and a placement to 
RealFin Capital Partners for $1m.      

 � In June 2015, the company announced an agreement with The Sentient Group which 
allowed the company to repay the debt facility provided by Macquarie Bank. Under 
the agreement the debt was reduced from $12m to $6m and under better terms. 
The agreement included: (i) $6m secured interest free loan from The Sentient Group, 
maturing in 3 years. In connection with the loan The Sentient Group was issued 75m 
options, exercisable at 8 cents at the maturity of the loan; and (b) the reallocation of 
funds from capital raising agreements made with The Sentient Group in November 2014.  

 � In October 2015, Ms. Harris retired from her position of Chairman. Mr. Tim Netscher 
was appointed as Chairman in Ms. Harris’ place. Mr. Netscher has previously held 
the positions of Managing Director of Gindalbie Metals Ltd, Senior Vice President of 
Newmont Asia Pacific, Managing Director of Vale Australia, Senior Vice President and 
Chief Operating Officer of PT Inco and Executive Director of Impala Platinum Limited. 
Mr. Netscher is currently Chairman of St. Barbara Limited (ASX: SBM) and a Director 
of Western Areas Limited (ASX: WSA), Gold Road Resources (ASX: GOR) and Aquila 
Resources.

 � In December 2015, the company entered into a Heads of Agreement with OzMinerals 
Ltd to explore two nickel tenements located near the Lake Maitland deposit. Under 
the agreement, OzMinerals can spend up to A$5m to earn up to 70% interest in the 
non-uranium rights of the tenements. OzMinerals will spend an initial A$500,000 on 
exploration within 12-months of the satisfaction of the conditions precedent under the 
agreement.

 � The company released its 1H’16 results in March. As expected, the company generated 
a loss for the 1H’16, with a loss of $4.8m for the period. This is a significant improvement  
on the $18.6m loss in the pcp. The company had no impairment of loans and receivables 
in this period, however the company did incur a $2.8m impairment on its mining 
assets. The company continues to have a good capital position with $13.5m in cash at 
December-end 2015.               

STRATECO RESOURCES INC.
 � As part of the funding agreement from The Sentient Group, the company acquired  The 

Sentient Group’s interests in Strateco Resources Inc (Strateco). The interests acquired 
included:

 - 19.8% equity interest in Strateco;

 - C$14.1m of secured Convertible Notes in Strateco, which mature on 27 February  
   2016;

 - C$3m senior secured first ranking loan to Strateco, which matured on 24           
   December 2015;

 - 5m shares in Strateco’s private subsidiary, SeqUE Exploration Ltd; and

 - 2m shares in TSX-listed European Uranium Ltd.

 � The interests were acquired for 236.5m fully paid ordinary shares in TOE.

 � Strateco is a TSX-listed uranium exploration company, with a portfolio of three mining 
properties in Quebec and Saskatchewan, Canada. 
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 � The major project for Strateco at present, is the development of the Matoush Project 
in Quebec. Strateco has invested over C$125m in the Project to date. The Project is 
currently on care and maintenance as Strateco seeks to obtain a provincial certificate 
of authorisation, which is required to advance the underground exploration and 
development of the project. In December 2013, the government refused to issue the 
certificate of authorisation and the issue is now with the courts. 

 � In June 2015, Strateco filed for an extension to the court order issued by the Superior 
Court of Montreal to seek protection from insolvency proceedings. The extension was 
granted until 29 January 2016, which has enabled Strateco to secure financing to pursue 
the litigation against the Quebec Government for C$190m. 

 � We are not expecting TOE to derive any value from Strateco at this stage although the 
company advises that the loan and convertible notes are secured over their assets and 
as such may retrieve some value.

WILUNA URANIUM PROJECT (100%)
 � The Wiluna Uranium Project is located 960kms north-east of Perth, WA and includes 

six deposits as detailed in the below table. The proposed open cut mine operations at 
Centipede and Lake Way as well as the central processing facility have received state 
and government environmental approvals while the other four deposits are yet to receive 
approvals. The approval process for the Millipede and Lake Maitland deposits is well 
progressed, while the remaining deposits are yet to start the approvals process.

 � The total mineral resource estimate for all six deposits amounts to 84Mlbs U3O8 at a 
200ppm cut-off grade. 62.7Mlbs is contained within the deposits currently planned to 
be mined (Centipede/Millipede, Lake Maitland and Lake Way). Recent infill drilling of the 
deposits to be mined has confirmed over 40Mlbs of the resource is at an average grade 
of over 0.095% U3O8 at a 500ppm cut-off. This has resulted in an increase to grades as 
a result of mine optimisation studies to a point where TOE are confident they can deliver 
ore to the mill at 0.1% U3O8 for at least the first ten years of mining. The increased 
grades have also allowed for improvement in mining efficiencies, including a significant 
reduction in waste.     

Wiluna Uranium Project JORC Resource Estimate (200ppm cut-off)

Measured Indicated Inferred Total

Deposit Tonnes 
(M)

Grade 
(PPM)

U3O8 
(Mlbs)

Tonnes 
(M)

Grade 
(PPM)

U3O8 
(Mlbs)

Tonnes 
(M)

Grade 
(PPM)

U3O8 
(Mlbs)

Tonnes 
(M)

Grade 
(PPM)

U3O8 
(Mlbs)

Centipede/
Millipede 4.9 579 6.2 12.1 582 15.5 2.7 382 2.3 19.7 553 24.0

Lake Way - - - 10.3 545 12.3 - - - 10.3 545 12.3
Lake Maitland - - - 22.0 545 26.4 - - - 22.0 545 26.4
Dawson Hinkler - - - 8.4 336 6.2 5.2 282 3.2 13.6 315 9.4
Nowthanna - - - - - - 13.5 399 11.9 13.5 399 11.9
Total 4.9 579 6.2 52.7 520 60.4 21.4 368 17.4 79.0 482 84.0

ENVIRONMENTAL & LANDOWNER APPROVALS

 � The Centipede and Lake Way deposits gained government environmental approval in 
April 2013 and are the only deposits that have gained approval thus far. 

 � Environmental Scoping Documents (ESD’s) have been submitted for review by the EPA 
for the Millipede and Lake Maitland deposits with the Public Environmental Review 
(PER) released in November 2015 for comment. The approval process is expected to 
be completed in the 2H’CY2016. The company is keen to wrap up the approval process 
before the WA state election in early 2017. 

 � Given the approval of the Centipede and Lake Way deposits we view it as unlikely that 
the Millipede and Lake Maitland deposits will not be approved for mining. 
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 � In addition to the environmental approval, the company is seeking to reach an agreement 
with the respective traditional landowners. The company believes it is close to finalising 
an agreement.  

Wiluna Project

Deposit Status

Centipede Approved

Millipede Pending Approval

Lake Way Approved

Lake Maitland Pending Approval

Dawson Hinkler Yet to submit approvals

Nowthanna Yet to submit approvals

SCOPING STUDY

 � In January 2014, the company completed a Scoping Study and Preliminary Economic 
Assessment of the Wiluna Uranium Project for the mining of the Centipede, Lake Way, 
Millipede and Lake Maitland deposits. 

 � The key outcomes from the study included:

       1) An initial mine life of 16 years;

       2) 20.1Mt mined @ 799ppm;

       3) Average processing head grade of 883ppm over first 10 years;

       4) Mine recovery of 85.6%;

       5) Average annual production over first ten years of 2Mlb U3O8;

       6) Average cash cost of US$31.1/lb over the life of the project; and

       7) Capital cost AUD$315.6m.

 � The Centipede and Millipede deposits are expected to be the first two deposits mined 
and are expected to keep operations going for the first seven years. 

 � The capital cost and project economics are being reviewed with the company seeking to 
complete a Definitive Feasibility Study (DFS) when the uranium price begins to recover.  

MINING & PROCESSING

 � The uranium mineralisation at the deposits is shallow lying, extending up to fifteen 
metres from the surface. As such, the mine will be an open pit operation with no blasting 
and drilling required.  

 � Given the current environment, the company has appointed SRK Consulting (Australia) 
Pty Ltd to undertake revised mine optimisations. The consulting company will investigate 
alternative mining strategies and revise the existing assumptions and equipment 
selection to hopefully provide a more economical solution for the extraction and process 
of the high grade mineral. 

 � The revisions will specifically relate to the beneficiation, recovery process and tailing 
process. The studies are ongoing with more information to be released throughout the 
year.    

URANIUM MARKET
 � The Uranium market continues to be in over supply and as a result prices remain  

depressed. At 1 March 2015, the spot price of Uranium was US$28.70 per pound while 
the long-term contract price was US$43.50 per pound. Over the 12-months to 1 March 
2016, the spot price has fallen 25.2%, while the long-term price has fallen 12.1%. These 
prices are well short of the highs of US$136 per pound for the spot price and US$95 per 
pound for the long-term price in early 2007. 
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 � As a result of the over supply of uranium in the market and the depressed prices, the 
amount of uranium produced in 2014 declined 6% on the previous year, although the 
amount produced was still greater than that produced in 2011. In Australia production 
fell 21.2% in 2014. The annual production of uranium in Australia has consistently 
been on the decline since 2008, according to statistics provided by the World Nuclear 
Organisation.

 � One of the reasons for the oversupply in the market has been the slower than expected 
return to operation of Japanese reactors after the disaster in 2011, with the first two 
reactors coming back online in August and October 2015. The country has 43 operable 
reactors with 24 reactors in the process of getting restart approvals. As more reactors 
come online, this will be positive for the uranium price.  

Uranium Price (US$/lb U3O8)

       

Source: Cameco  

 � According to the World Nuclear Association, global uranium demand will rise with over 
60 reactors currently under construction across the globe. Most planned reactors are in 
the Asian region, however there are some plans for new units in Russia as well, although 
political issues may interfere with the progress in Russia.

 � The reactors currently under construction are expected to generate an additional 67,797 
Megawatts (MWe). 21 reactors are under construction in China and 6 under construction 
in India. A further 159 reactors were planned as at December 2015, 43 of which are 
planned for construction in China and 22 in India.   

 � The below chart shows the expected growth in nuclear power generation to 2030. China 
is expected to be the worlds largest generator of nuclear power by this time given the 
additional reactors expected to come online over the next 15 years. 

World Reactors by 2030

Source: Bannerman Resources Limited
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PEER COMPARISON
 � There is one other company that has received government approval for uranium mining 

in WA - Cameco Corporation (a TSX listed company). Cameco are developing the 
Kintyre and Yeelirrie deposits. The Kintyre deposit has received government approval, 
while approval for the Yeelirrie deposit is currently pending. We expect TOE to receive 
extension to their approvals before Cameco and we still expect the Wiluna Project to be 
the first WA uranium mine.  

 � The Kintyre deposit has 55Mlb’s of U3O8  at an average grade of 0.58%. The proposed 
mining operation at the deposit is also an open pit mine, however the company is 
seeking to produce 6mlbs over a seven year period, compared to TOE who are seeking 
to produce 2mlbs over a 20 year period. 

 � From an ASX perspective, the company has a number of peers. In the below table, 
we have provided the uranium exploration companies with a Resource of greater than 
10mlbs. We note that the Resource Estimate provided below includes all projects.  

 � Compared to its peers, TOE has a higher than average Resource Estimate at a higher 
than average grade.    

 � TOE is the second largest company by market capitalisation at 24 March 2016, behind 
PEN.

 � From a Market Cap/EV perspective, TOE is trading above the peer group average. This 
reflects the advanced nature of the Wiluna Project compared to the projects of the other 
companies.     

Company  ASX Code Market 
Capitalisation* 

($m)

Resource 
Estimate 

U3O8 (mlbs)

Average Grade 
U3O8 ppm

Market Cap/
Resource ($/lb)

Bannerman Resources Limited BMN 19.7 119.3 194.0 0.17

Berkeley Energia Limited BKY 86.4 89.5 483.0 0.97

Deep Yellow Limited DYL 13.5 93.8 306.0 0.14

Energy Metals Limited EME 15.7 38.65 599.7 0.41

Laramide Resources Ltd LAM 0.3 51.9 870.0 0.01

Magnis Resources Limited MNS 112.2 45.7 220.7 2.46

Peninsula Energy Limited PEN 165.8 53.7 476.0 3.09

Summit Resources Limited SMM 34.9 84.3 662.4 0.41

UraniumSA Limited USA 3.2 41.0 290.0 0.08

Average - 50.19 68.6 455.8 0.9

Toro Energy Limited TOE 126.8 80.5 485.0 1.58

* As at 24 March 2016

INVESTMENT CASE 

 � TOE is well capitalised given the current requirements with $15.2m in the bank at 30 
September 2015. This will enable the company to progress the Wiluna Uranium Project 
through to a DFS. The company will have to raise additional capital in order to progress 
the mine to construction.

 � The company is well positioned for when the uranium price recovers, with the approval 
process well underway. The company is seeking to get approvals for the Miilipede and  
Lake Maitland deposits before the State elections in March 2017. We would be surprised 
if the additional approvals were not granted given approval has already been given for the 
Centipede and Lake Way deposits. The achievement of these approvals will be the next 
major milestone for the company. 

 � The company is taking steps to adjust to the current environment with the company 
engaging consultants to undertake a revision of the current mining process to find more 
innovative ways to extract and process the mineral.  

 � The company has an opportunity to take advantage of the opportunities in the nuclear 
power space that are arising in China and India. These two countries are expected to 
significantly increase their nuclear power capacity over the medium-term. The company 
will be looking to secure a strategic partnership to gain access to these markets as well 
as be a supplier to the Japanese market as reactors come back online.   
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 � A share price catalyst will be an increase in the Uranium price that will prompt the Wiluna 
Project to commence construction and subsequently production. We expect the Uranium 
price to recover, it’s just a matter of when.

 � A drawback of the company is the significant number of shares on issue and existing 
shareholders continue to get diluted as the company partners with new investors. The 
company will have to consolidate the shares at some point and is likely to happen after a 
significant event, however in the short-term we expect existing shareholders positions to 
continue to be diluted.  
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