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Recommendation Speculative Buy   

Risk Rating Very High  

Current Share Price $0.13 

12 Month High/Low $0.06/$0.15 

Cash (31 December 2012) A$4.7m* 

Market capitalisation $135m 

Market turnover - average 1.4m shares/day 
* In the March Qtr TOE drew down $8m of a $12m convertible debt facility. 
Following the approval of Wiluna the remaining $4m is available.  

 

Summary 

TOE is a uranium focused developer and explorer, with a 
strong management team and well positioned to become 
Australia’s next uranium producer, with a portfolio of 
exploration projects.   

Wiluna  – Both Federal and State Government approval has 
been awarded for the Wiluna Project. The next steps for TOE 
involve completing the engineering studies that will feed into 
the Definitive Feasibility Study (DFS) and to secure funding.  

At this stage the capital costs are estimated at $269M and 
cash costs at US$37/lb. Mine life from the calcrete hosted 
resource is 14 years, with production at 1.8Mlb U3O8 pa.  

A final investment decision is expected late in 2013, with 
production in 2015/16. 

Theseus  is an exciting new exploration prospect that has the 
potential to be a major project, more drilling is both required 
and warranted.  

Catalysts  

Decision to Mine – likely to be made late in CY13 

Project Financing –Financing is likely to be arranged in 
conjunction with an off-take agreement in late CY13.  

Risks:  Continued negative sentiment towards the uranium 
sector and a static spot price increase the challenge for TOE 
to raise the funds required for both Wiluna and Theseus.  

Investment Summary:  TOE has a $12m Convertible Debt 
Facility that is sufficient to complete the DFS and final 
engineering studies on Wiluna. Securing project finance will 
be TOE’s next hurdle, with success a positive catalyst.  

We see that a Wiluna sourced off-take contract being from a 
stable country will enable TOE  to attract the majority of 
required project funding. Raising the equity component of the 
funding is likely to be conducted in late 2013 to early 2014, a 
period when we expect uranium prices to improve.  

An investment into TOE at this stage would be seen as 
speculative, although we would expect the stock price to 
appreciate as the development of Wiluna gathers momentum 
and the uranium price improves.  

 

 

Board  

Dr Erica Smyth (Chairman)Dr Erica Smyth (Chairman)Dr Erica Smyth (Chairman)Dr Erica Smyth (Chairman) 30+ years in minerals and 

petroleum industries 

Vanessa GuthrieVanessa GuthrieVanessa GuthrieVanessa Guthrie (MD)(MD)(MD)(MD) Extensive executive & management 

experience in Western Australia resources sector. 

Peter Lester (NonPeter Lester (NonPeter Lester (NonPeter Lester (Non----Exec) Exec) Exec) Exec) Held a number of senior operating, 

development and corporate roles with Newcrest, North, CRA 

and MIM 

Greg Hall (Greg Hall (Greg Hall (Greg Hall (NonNonNonNon----ExecExecExecExec) ) ) ) 30+ years resource sector experience, 

including 21 years uranium (Ranger, Jabiluka & Olympic Dam) 

and uranium marketing (ERA North America) 

Andrew Coles (NonAndrew Coles (NonAndrew Coles (NonAndrew Coles (Non----Exec) Exec) Exec) Exec) Currently CFO of OZL, previously 

Treasury roles at Esso, Exon Mobile and Zinifex 

Major Holders 

OZ Minerals (OZL) 410.26m 39.37% 

TOE Share Price Graph 
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Key Points 

• TOE’s Wiluna project is the most advanced WA uranium 
project and likely to be the first in production. The recent 
Federal Government Approval is the culmination of a 3 
year process.  

• In addition to Wiluna, TOE has made a promising 
greenfield discovery at Theseus, with high grades of up to 
1% U3O8 reported from broad spaced exploration drilling. 
An maiden inferred resource of 6.3Mt @ 493ppm for 
6.9Mlb U3O8 has been defined.   

• A strong management team has the depth of experience 
and skills necessary to advance both flagship projects. 
Ongoing support from major shareholder OZ Minerals is 
also positive. 

Toro Energy Limited (TOE) 
Wiluna – Australia’s Next Uranium Mine 

 

3 April 2013  

Andrew Shearer 
ashearer@phillipcapital.com.au 

+61 3 8633 9862 
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Development Asset – Wiluna (WA) 100% 

 Wiluna is one of the most advanced uranium projects in Western Australia. With construction 
potentially commencing in 2014 it is likely to be the first uranium mine in WA. 

 TOE Main Project Localities 

In addition to Wiluna 
and Theseus TOE has 
exploration projects in 
the uranium rich regions 
of Northern Territory 
and Namibia.  

 

 Source: Company Report 

 The current JORC Resource is 54Mlbs at 441ppm U3O8, the mineralisation is calcrete hosted.  

Successful trial mining 
shows that  feedstock 
can be upgraded 

Trial mining of the ore body was successfully completed in 2011, with the use of in pit continuous 
miners and GPS/gamma loggers to selectively mine higher grade material, producing a 720ppm 
ROM product.  

 The pits are generally <10m deep, with in pit storage of tailings and progressive rehabilitation 
following extraction of the ore. 

 A 15t sample taken during the trial mining was used to run a processing trial, through a fully 
integrated pilot plant. The results showed that an 85% recovery rate is possible using conventional 
alkaline tank leaching methods.     

 A PFS was completed in 2009 and then revised in November 2012, the key changes were a scaling 
back in the plant size and increases in the head grade.  

Capex and Opex 
estimates 

The 1.3mtpa capacity processing plant is estimated to cost A$269m, C1 cash costs are estimated at 
US$37/lb. Final cost estimates will be provided as part of the current DFS, with the results expected 
in 3QCY12.  

 Production is estimated at 1.8Mlb U3O8 pa over a minimum 14 year mine life, with extensions up to 
20 years possible.  

Project Timeline Construction is scheduled to commence in 2014 with first production in 2015/2016. Now that Federal 
and State Government approvals have been awarded the biggest risk to the project will be project 
financing  

 The remaining State and Federal approvals are expected to be granted during 3QCY12. The 
approval process has taken 2.5 years to date. 

Funding Mix The proposed funding mix will be approximately $200m from equity (TOE 65% $130m, JV Partner 
35% $70m) and $100m of debt funding. TOE has been in discussion with several corporate 
customers on JV arrangements.  



PhillipCapital | Equity Research Toro Energy Limited (TOE) 

 

Page 2 

 

 Proposed Funding Split For Wiluna 

TOE has been working 
on JV Funding for 
sometime 

 

 Source: Company Presentation 

 At the current uranium prices the operational margin is likely to limited, making the raising of funds in 
the current equity markets an issue. The more positive longer term view on uranium pricing used by 
utilities will make it easier to seek funds as part of an offtake agreement.  

Catalysts Wiluna Next stages:  

• DFS results  July/August 2013 

• Project financing  Late 2013 to early 2014 

• Signing off take agreements  in conjunction with project financing 

Exploration Asset – Theseus (WA) 100% 

 Theseus is a greenfields discovery of potential In Situ Recovery (ISR) grade uranium mineralisation 
made in 2009, with signification exploration potential remaining. The mineralisation is potentially 
amenable to In Situ Recovery (ISR) mining. 

 The mineralisation is contained within Tertiary sediments of the Ngalia Basin? and is within a 
sequence of oxidised and reduced clays and sands.  

High grade results  TOE recently announced some high grade drilling results, with a standout 0.82m @ 1.14% 
(11,400ppm) U3O8 from 124m. The drilling remains broad spaced exploration style with a large 
sections of the prospect untested.  Mineralisation remains open in a number of directions. 

 An exploration target of 22-44Mlbs grading 400-500ppm U3O8 has been reported by TOE. This is 
based on the drilling to date and is conceptual in nature. An ISR mining method is probable.  

 Based on disequilibrium studies (using 47 closed canister samples) a positive disequilibrium factor of 
35% was calculated. This has the potential to increase the grade of the gamma logged holes. For 
higher grade samples, those greater than 300ppmm the disequilibrium factor is 54%.  

Initial recoveries look 
promising 

Initial Bottle Roll extraction results were positive with recoveries of >95% within 4 hours. 

 At this early stage two styles of mineralisation models are proposed; 

• Palaeovalley confined  style, drawing similarities with the 4 Mile East deposit at Beverley 
(South Australia). The resource at 4Mile East is 29Mlb U3O8. The area identified at Theseus 
with that fits this model is in the Southern Zone, drilling in this area remains at 100x600m 
spacing. 

• Broader rollfront  style, similar to the Kazakhstan model has been postulated in the 
northwest of the project, with at least two rollfronts modelled. These have ‘strike lengths’ of 
500m and 1000m. Additional drilling is required to locate the high nose of the roll fronts.  

 A program of cored drilling was recently completed and analysis is underway to obtain lithological, 
density, grade and porosity information.  
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Maiden Resource A maiden inferred resource of 6.9Mlbs at 493ppm U3O8 was released in December 2012, with an 
exploration target estimated at 28-40Mlbs (@ 450-520ppm).  

  

Theseus Cross Section – highlighting 2km width  Theseus Plan View – highlighting multiple mineralis ed zones 

 

 

Source: Company Report  Source: Company Report 

  

Convertible Funding Agreement 

1st drawdown of $8m 
completed, conditions 
for remainder satisfied 

In November 2012 TOE secured  a A$12m convertible debt facility with Macquarie Bank. The Facility 
is a secured loan with a term of 3 years from the initial drawdown, $8m was drawn down in April 
2013. Draw down of the remaining $4m is conditional on final regulatory approval for Wiluna being 
awarded. The interest rate is based on Australian Bank bill rate plus a fixed margin. As part of the 
funding agreement TOE will issue Macquarie with options exercisable at a 20% premium to TOE’s 
price at the time of issue and if exercise will raise funds equivalent to $12m   
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PhillipCapital       

Jonathan Bu ckley +61 3 9618 8244 Group Chief Execut ive Officer     

      

Research      

Andrew Shearer +61 3 8633 9862 Resources  Analyst  Lawrence Grech +61 2 9233 9635 Senior Resources Analyst 

Cameron Bell +61 3 9618 8283 Equities Analyst Paul Jensz +61 3 8633 9864 Agribusines & Science  

Conor O’Prey  +61 2 9233 9638 Senior Equities Analys t Pieter Bruinstroop  +61 3 9618 8275 Resources Analyst   

Ken Wagner +61 2 9233 9612 Equities Analyst    

      

Corporate Finance & ECM      

James Green +61 2 9233 9613 Head of C orporate Finan ce    

Craig Stranger +61 3 8633 9832 Head of Equi ty Cap it al  Markets    

Brooke Picken +61 3 8633 9831 Associate Paul Levitt +61 2 9233 9626 Associate 

Malcolm McC omas +61 2 9233 9659 Senior Advisor Sackville Kempton +61 3 9618 8258 Head of  Corporate Services 

Marcus R itchie +61 2 9233 9647 Director Sean Kennedy +61 3 8633 9836 Associate Director 

Michael Beer +61 3 9618 8222 Corporate Finance Yehuda Gottlieb +61 3 8633 9838 Associate 

Nicholas Wirubov +61 3 9618 8251 Corporate Finance    

      

Institutional Sales       

Tony Smith  +61 3 8633 9900 Head of Securities    

Craig Stephens +61 3 8633 9881 Head of Execution Matthew W hite +61 3 8633 9882 Ins titutional Sales Trading 

James W ilson +61 2 9233 9607 Inst itutional Research Sales William Cleland +61 3 9618 8223 Ins titutional Research Sales 

James Pearson +61 8 9324 5155 Inst itutional Research Sales Stuart  Low +61 3 8633 9880 Ins titutional Research Sales 

Mark Pashley  +61 2 9233 9641 Senior Sales T rader Tony James +61 2 9233 9639 Ins titutional Research Sales 

      
Capital Management      

Ben Hughes +61 8 9324 5122 Deputy Head of Secur itie s    

Luke Pavone +61 3 8633 9920 Associate Director      

Patrick Verhoeven +61 3 8633 9927 Associate Director     

      
Global Markets      

Nicholas Pereza-Mathews +61 3 8633 9921 Head of Glo bal  Markets    

Mark O'Brien +61 3 8633 9919 Senior Private W ealth    

Huw Dav ies +61 3 8633 9923 Senior Private W ealth    

      

Private Wealth      

Patrick Trindade  +61 3 8633 9926  Head of Private W ealth    

Allan Moffatt +61 8 7202 1112 Private Wealth Kate Hanrahan +61 3 8633 9909 Private Wealth 

Amanda Fanning +61 3 9618 8247 Private Wealth Laurie Elliss  +61 2 9233 9654 Private Wealth 

Andrew Sekely +61 2 9994 5507 Private Wealth Mark  Schwarz  +61 2 9233 9642 Private Wealth 

Charlie H eerey +61 3 9618 8240 Private Wealth Mark  Wiseman +61 3 9618 8228 Private Wealth 

Chris W alker +61 3 8633 9928 Private Wealth Matthew Carey +61 2 9233 9602 Private Wealth 

Craig Baillie +61 3 9618 8279 Private Wealth Michael Jeffery +61 2 9233 9619 Private Wealth 

Daniel McFarlane +61 3 8633 9917 Private Wealth Nathanial Dous t +61 2 9233 9646 Private Wealth 

Daniel Rees +61 3 8633 9922 Private Wealth Nick  Madden +61 2 9994 5502 Private Wealth 

David Dw yer +61 2 9233 9643 Private Wealth Oksana W ainwright +61 2 9994 5501 Private Wealth 

David Harper +61 7 3338 3835 Private Wealth Patric ia Harrison +61 2 9994 5505 Private Wealth 

David Mason +61 2 9233 9621 Private Wealth Paul Lambrecht +61 8 9324 5144 Private Wealth 

Enzo Salvatore +61 3 8633 9924 Private Wealth Peter Addison +61 3 9618 8226 Private Wealth 

Howard Elton +61 3 9618 8233 Private Wealth Philip Rhead +61 2 9994 5509 Private Wealth 

Jason D’Ortenz io +61 3 8633 9905 Private Wealth Prasanna W ickramatunge +61 3 9618 8270 Private Wealth 

James Georges +61 3 8633 9863 Private Wealth Ryan Hoffm an +61 2 9233 9672 Private Wealth 

James Mazey  +61 7 3338 3834  Private Wealth Sam uel James +61 2 9233 9657 Private Wealth 

James Pearson +61 8 9324 5155 Private Wealth Simon W inter +61 8 9324 5133 Private Wealth 

Jason Norval +61 2 9233 9625 Private Wealth Steven Soars  +61 7 3338 3833 Private Wealth 

Joe D urak +61 2 9994 5513 Private Wealth Stuart  McClure +61 7 3149 8630 Private Wealth 

John Aldersley +61 2 9233 9617 Private Wealth Sue McDonald +61 3 9618 8211 Private Wealth 

John Miles +61 7 3149 8629 Private Wealth Tim Moffatt +61 8 7202 1110 Private Wealth 

John Rawicki +61 2 9233 9636 Private Wealth Tom Fairchild +61 3 9618 8255 Private Wealth 

John Axsentieff +61 3 8633 9902 Private Wealth Warren Atkinson +61 8 7202 112 Private Wealth 

Jonathan Di  Maggio +61 3 8633 9904 Private Wealth Xiaoming Huang +61 3 8633 9912 Private Wealth 

Josh Graham +61 2 9233 9645 Private Wealth    
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OFFICE LOCATIONS AND DISCLOSURE 

Melbourne Sydney Perth  Gold Coast  Adelaide  

Level 12, 15 William St 
Melbourne VIC 3000 
 

Level 9, 56 Pitt Street 
Sydney NSW 2000 

 

21/140 St Georges Tce 
Perth WA 6000      

Level 9 Neicon Tower 
17 Victoria Avenue 
Broadbeach QLD 4218 

Level 1, 16 Vardon Ave 
Adelaide SA 5000  

 

Phone: 613 9629 8288 
Fax: 613 9600 1138 

Phone: 612 9233 9600 
Fax: 612 9251 9368 

Phone: 618 9324 5111 
Fax: 618 6316 4425 

Phone: 1300 331 098. Phone: 1300 658 906 

 

CONTACT INFORMATION (Regional Member Companies) 

SINGAPORE 

Phillip Securities Pte Ltd 

Raffles City Tower 
250, North Bridge Road #06-00 
Singapore 179101 

Tel +65 6533 6001 

Fax +65 6535 6631 

www.poems.com.sg 

HONG KONG 

Phillip Securities (HK) Ltd 

11/F United Centre 95 Queensway 
Hong Kong 

Tel +852 2277 6600 

Fax +852 2868 5307 

www.phillip.com.hk 

INDONESIA 

PT Phillip Securities Indonesia 

ANZ Tower Level 23B, 
Jl Jend Sudirman Kav 33A 
Jakarta 10220 – Indonesia 

Tel +62-21 5790 0800 

Fax +62-21 5790 0809 

www.phillip.co.id 

   
THAILAND 

Phillip Securities (Thailand) Public Co. Ltd 

15th Floor, Vorawat Building, 
849 Silom Road, Silom, Bangrak, 
Bangkok 10500 Thailand 

Tel +66-2 6351700 / 22680999 

Fax +66-2 22680921 

www.phillip.co.th 

UNITED KINGDOM 

King & Shaxson Capital Limited 

6th Floor, Candlewick House, 
120 Cannon Street, 
London, EC4N 6AS 

Tel +44-20 7426 5950 

Fax +44-20 7626 1757 

www.kingandshaxson.com 

MALAYSIA 

Phillip Capital Management Sdn Bhd 

B-3-6 Block B Level 3 Megan Avenue II, 
No. 12, Jalan Yap Kwan Seng, 50450 
Kuala Lumpur 

Tel +603 2162 8841 

Fax +603 2166 5099 

www.poems.com.my 

   
JAPAN 

Phillip Securities Japan, Ltd. 

4-2 Nihonbashi Kabuto-cho Chuo-ku, 
Tokyo 103-0026 

Tel +81-3 3666 2101 

Fax +81-3 3666 6090 

www.phillip.co.jp 

CHINA 

Phillip Financial Advisory (Shanghai) Co. 
Ltd 

No 550 Yan An East Road, 
Ocean Tower Unit 2318, 
Postal code 200001 

Tel +86-21 5169 9200 

Fax +86-21 6351 2940 

www.phillip.com.cn 

FRANCE 

King & Shaxson Capital Limited 

3rd Floor, 35 Rue de la Bienfaisance 75008 
Paris France 

Tel +33-1 45633100 

Fax +33-1 45636017 

 

   
UNITED STATES 

Phillip Futures Inc 

141 W Jackson Blvd Ste 3050 
The Chicago Board of Trade Building 
Chicago, IL 60604 USA 

Tel +1-312 356 9000 

Fax +1-312 356 9005 

INDIA 

PhillipCapital (India) Private Limited 

No. 1, C�Block, 2nd Floor, Modern Center, 
Jacob Circle, K. K. Marg, Mahalaxmi  
Mumbai 400011 

Tel: (9122) 2300 2999 

Fax: (9122) 6667 9955  

www.phillipcapital.in 

TURKEY 

PhillipCapital Menkul Degerler 

Dr. Cemil Bengü Cad. Hak Is Merkezi  
No. 2 Kat. 6A Caglayan  
34403 Istanbul, Turkey 

Tel: 0212 296 84 84  

Fax: 0212 233 69 29 

www.phillipcapital.com.tr 
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Recommendation Criteria 

Investment View 

PhillipCapital Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield. 
 

Buy Hold Sell 

>20% 20% – 5% <5% 

 

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view. 

Risk Rating 

PhillipCapital has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a 
subjective rating based on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow 
analysis. 

 

Disclosure of Economic Interests 

The views expressed in this research report accurately reflect the personal views of   about the subject issuer and its securities. 
No part of the analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in 
this report.  

The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the 
subject issuer which may influence this report: 

• the author of this report  

• a member of the immediate family of the author of this report  

 

Disclaimer/Disclosure 

This publication has been prepared solely for the information of the particular person to whom it was supplied by Phillip Capital 
Limited (“PhillipCapital”) AFSL 246827.  This publication contains general securities advice.  In preparing the advice, 
PhillipCapital has not taken into account the investment objectives, financial situation and particular needs of any particular 
person.  Before making an investment decision on the basis of this advice, you need to consider, with or without the assistance 
of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, 
objectives and financial situation.  PhillipCapital and its associates within the meaning of the Corporations Act may hold 
securities in the companies referred to in this publication.  PhillipCapital believes that the advice and information herein is 
accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any 
statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by PhillipCapital or any 
of its directors, employees or agents.  This publication must not be distributed to retail investors outside of Australia. 

Disclosure of Corporate Involvement 

PhillipCapital has not in the previous 12 months been involved in a publicly-announced transaction involving the payment of a 
fee to PhillipCapital by the corporate issuer described in this report.  PhillipCapital does and seeks to do business with 
companies covered in its research. 
PhillipCapital reports are available on Bloomberg, Reuters, FactSet and www.phillipcapital.com.au 

 

 


