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TOE A$0.09 TARGET PRICE A$0.10   BUY   0.0X 

Toro Energy Limited (TOE) is a uranium exploration and production 
company. The Company was formed through the amalgamation of the 
uranium interests of Oxiana Limited and Minotaur Exploration Limited in 
South Australia. 
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Wiluna Attracts Active Cornerstone Investor 
The announcement of the Sentient Group deal will soon 
establish Toro Energy Limited (TOE) as the most 
advanced and well-funded uranium exploration and 
development company listed on the ASX.  This will 
ensure not only its survival, but also crystallise its 
substantial Wiluna Project development to coincide with 
the expected upturn in the uranium market. 

TOE has announced a cash and asset transaction worth 
around AUD39M with Sentient.  Sentient have agreed to 
fund AUD20M in TOE and the Wiluna Project, and TOE 
has agreed to acquire around AUD19M in uranium related 
assets from Sentient.  The cash funding of AUD20M from 
Sentient and estimated cash balance of AUD5M will 
enable the company to accelerate final preparations at 
the Wiluna Project for development at the ideal time. 

We upgrade our recommendation to BUY and maintain 
our 12-month target price of AUD0.10/sh.  

 TOE will purchase various uranium assets from the 
Sentient Group in exchange for 237M shares.  This will 
include a 19% shareholding, convertible notes worth 
CAD14.1M and a secured loan of CAD3M in TSX listed 
Strateco Resources Inc., the owner of the Canadian 
27Mlb Matoush Uranium Project 

 Sentient will also subscribe for a further 125M shares at 
AUD0.08 raising AUD10m.  A further AUD10M will be 
paid to TOE for a unitisation agreement subject to certain 
conditions, raising a total of AUD20M from Sentient. 

 In addition to the above funding, RealFin Capital Partners 
has invested an additional AUD1M at AUD0.08/sh and the 
company will provide existing shareholders the 
opportunity to participate through a SPP on the same 
terms.   

 The Sentient Group is an independent private equity 
investment firm based in the Cayman Islands with 
subsidiary offices and affiliates in Sydney, Montreal and 
Munich. Sentient manages over US$2.7B in the 
development of quality metal, mineral and energy assets 
through its Cayman-based, 10 year closed-end private 
equity global funds.  

 The TOE / Sentient relationship also offers the possibility 
of leveraging off the Enirgi Group’s revolutionary new 
process for the extraction of lithium from unprocessed 
brines, offering significant synergies for the Wiluna 
Project’s metallurgical process.  Enirgi is a Sentient 
investment. 

 

 

 Company Data  
Number of shares 1,568M 
Market capitalisation $136M 
Free Float (%) 42.1 
12 month high/low $0.13/$0.06 
Average monthly turnover $2M 
% S&P/ASX 200 n/a 
% All Ordinaries n/a 
DDM Ranking  n/a 
ESG Score (Ranking)    n/a 
GICS Industry Group Energy 

BBY vs Consensus 
 BBY  FY1 Consensus FY1 % Difference 

EBITDA ($m) 0.0     
NPAT ($m) 0.0     
EPS (c/sh)       

 

BBY Technical View – as at  10/11/2014 
Short Term Downtrend Resistance $0.10 
Long Term Uptrend Support $0.072 
   
 

Earnings summary  (AUD)
Year end June 2012A 2013F 2014F 2015F
DPS (¢) 0.0 0.0 0.0 0.0
Franking (%) 0.0 0.0 0.0 0.0  

 

TOE Share Price Performance  
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 Transaction Details 
 TOE has purchased various uranium interests from the Sentient Group for about AUD19M.  In 

exchange for 237M shares TOE will receive: 

• 19.8% equity interest in TSX listed Strateco Resources Inc 

• CAD14.1M secured convertible note receivable from Strateco 

• CAD3M senior secured first ranking loan receivable from Strateco 

• 25% equity interest in unlisted SeqUr Exploration Inc. 

Sentient will subscribe for a further 125M shares in two tranches at AUD0.08/sh raising AUD10M in 
cash.  Sentient will hold about 19% of TOE issued share capital on completion. 

A further non-dilutive investment of AUD10M will be made in the Wiluna Uranium Project for an 
unitisation agreement based on 2.5% of gross project revenue.  The agreement can be terminated 
after 3 years and the unitisation fee paid out in cash or TOE shares based on fair market value at 
either TOE or Sentient election.   

The deal will be subject to the following approvals but completion is expected in December. 

• Foreign Investment Review Board approval  

Toro shareholder approval (TOE largest shareholders, Oz Minerals and Mega Uranium, have advised 
that they support the transaction and to the extent that any shareholder approvals are required that 
they intend to vote in favour of those resolutions). 

 Strategic Benefits 
 The deal stabilises TOE financial position for the medium to long term including flexibility with respect 

to the Macquarie facility.  A growth pipeline and geographical diversification is established through the 
Strateco exploration and development assets. 

TOE has Sentient support in creating a regional processing hub at Wiluna to unlock a potential 200-
300Mlb uranium province including the Yeelirrie Project.  Between Sentient and TOE management we 
believe that funding will also be deployed in the most effective manner.  

TOE proven approach to permitting and stakeholder engagement could be positive for the current 
state of the troubled relationships in Quebec and therefore represents significant upside potential for 
both the company and Strateco. 

 Table 1: Pro-forma Capital Structure And Balance Sheet 
 Capital Structure Shares (M) 

Current FPO shares on issue 1 567.8 

Placement shares to Sentient 125.0 

Placement fee to Sentient 3.7 

Consideration shares to Sentient 236.5 

RealFin placement and SPP estimate 62.5 

Total shares on issue 1 995.5 

Forecast Balance Sheet Items Amount (AUDM) 

Estimated cash on hand 5.0 

Placement proceeds 10.0 

Unitization agreement proceeds 10.0 

RealFin placement and SPP estimate 5.0 

Cash on hand 30.0 
 

 Source: TOE, BBY 
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 Use of Funds 
 We expect the use of the AUD30M to be as follows: 

• AUD10M funded for critical Wiluna Project studies over 3 years including: 
o Process flow sheet improvements such as beneficiation, reduced reagent 

consumption, water balance, tailings management 
o Resource disequilibrium and variability studies. 

• AUD25M funded for working capital over 4+ years including: 
o Securing final environmental approvals and traditional owner agreements 
o DFS completion on market recovery 
o Corporate development costs for Australian exploration and Wiluna assets 
o Activities related to project financing for Wiluna 
o Option to refinance current debt facility 

 Synergies 
 Sentient has an investment interest in the Enirgi Group Corporation.  Enirgi is a private Canadian 

company, owning 100% of ADY Resources Limited, 100% of Enirgi Metal Group, 100% of Natural 
Resources USA Corporation and circa 59% of Ivernia Inc.  Enirgi is an integrated energy storage 
company offering lithium and lead based energy solutions along with an exposure to sodium 
bicarbonate and oil shale resources. 

Enirgi recently announced the success of its revolutionary new technology extracting lithium from raw 
brine at commercial volumes.  The technology was developed and validated by Enirgi Group’s Applied 
Innovation Division, in partnership with the Australian Nuclear Science and Technology Organisation 
Minerals Division (ANSTO Minerals) at demonstration plant scale (1,500 tpa Lithium Carbonate 
Equivalent). 

Energi plans to commence construction of an initial 50ktpa LCE plant at Enirgi Group’s Salar del 
Rincon situated in Salta Province, Argentina in 2015 and to be in production in 2017.  Although not a 
requirement of the deal, the TOE / Sentient relationship brings the possibility to leverage off this 
expertise and deliver significant synergies for optimisation of metallurgical processes at Wiluna. 

  
The Assets 

 Strateco Resources Inc. 

 Strateco Resources Inc. main asset is the Matoush Project situated in the Otish Mountains, in 
northern Quebec and has already had over CAD125M spent on it. The Indicated Resource is 
estimated to be 2.1Mt @ 0.62% U3O8 for 27Mlbs.  The camp has been shut down due to the Quebec 
government’s refusal to issue the final permit needed to start the advanced exploration phase of the 
Matoush Project. The Matoush camp has been on standby for over a year, ever since a moratorium 
and commission of inquiry on Quebec’s uranium industry was announced on 28 March 2013, and will 
be closed whilst Strateco considers its options going forward.  

Strateco is expected to carry out exploration in Saskatchewan in the foreseeable future through its 
subsidiary, SeqUr Exploration Inc.  In December 2013, Strateco entered into an option agreement with 
Denison Mines Corp. on the Jasper Lake project, on which the company can earn an interest of up to 
60% through SeqUr Exploration.  The Jasper Lake project, which is comprised of four properties 
formerly known as Jasper Lake, Minor Bay, Ahenakew Lake and North Wedge, is strategically located 
on the eastern side of the Athabasca Basin.  The non-contiguous 18 active claims cover an area of 
45,271 hectares and are located near the prolific uranium deposits of Cigar Lake and Rabbit Lake, 
both less than 12 km from the project boundary.  

The convertible notes have a total face value of CAD14.9M and can be exercised by the holders any 
time after 1 Jan 2015.  The senior secured loan is due 31 Dec2015.   

 Source: TOE, BBY 
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This Research has been prepared and issued by BBY Ltd and remains the property of BBY Ltd. No material contained in this Research may be reproduced or 

distributed, except as allowed by the Copyright Act, without the prior written approval of BBY. 

This report has been prepared and issued (in Australia) by BBY Limited (ABN 80 006 707 777/AFS Licence No. 238095) (BBY) and is subject to the disclosures and restrictions set 
out below.   

Analyst Certification:  

The research analyst(s) identified on the cover of this report individually certify that in respect of each security or issuer that the research analyst covers that: this report accurately 
reflects his or her personal views about any and all of the subject issuer(s) or securities; and no part of the research analyst’s compensation was, is, or will be directly or indirectly 
related to the specific recommendation(s) or views expressed by the research analyst(s) in this report. 

Legal Entity Disclosures 

Australia: BBY is Participant of the ASX and regulated by ASIC.  U.K. BBY is authorised and regulated by the Financial Conduct Authority (FCA) Reference No 146367 
 

Disclosure 

BBY has been mandated by Toro Energy Limited to provide corporate advisory services for the Placement as announced to the market on 3 November 2014. 

Contact with TOE has been made during the preparation of this report for assistance with verification of facts. 

BBY and its associates (as defined in Chapter 1 of the Corporations Act 2001), officers, directors, employees and agents, from time to time, may own or have positions in securities 
of the company(ies) covered in this report and may trade in the securities mentioned either as principal or agent or may be materially interested in such securities. 

BBY does and seeks to do business with companies covered in its research reports. As a result, investors should consider this report as only a single factor in making their 
investment decision. 

Disclaimer & Warning 

This report may contain general advice or recommendations which, while believed to be accurate at the time of publication, are not appropriate for all persons or accounts. This 
report does not purport to contain all the information that a prospective investor may require. Before making an investment or trading decision, the recipient must consider Market 
developments subsequent to the date of this document, and whether the advice is appropriate in light of his or her financial circumstances or seek further advice on its 
appropriateness or should form his/her own independent view given the person’s investment objectives, financial situation and particular needs regarding any securities or Financial 
Products mentioned herein. Information in this document has been obtained from sources believed to be true but neither BBY nor its associates make any recommendation or 
warranty concerning the Financial Products or the accuracy, or reliability or completeness of the information or the performance of the companies referred to in this document. Past 
performance is not indicative of future performance. This document is not an offer, invitation, solicitation or recommendation with respect to the subscription for, purchase or sale of 
any Financial Product, and neither this document or anything in it shall form the basis of any contract or commitment. Although every attempt has been made to verify the accuracy of 
the information contained in the document, liability for any errors or omissions (except any statutory liability which cannot be excluded) is specifically excluded by BBY, its associates, 
officers, directors, employees and agents.  The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.   

Country specific disclosures 

US Investors: This material is intended for use by “major U.S. institutional investors” (as defined in Rule 15(a)-6 of the U.S. Securities Exchange Act of 1934, (SEA 1934)). 
Transactions by or on behalf of any “major U.S institutional investors” or “U.S institutional investors” (as defined in Rule 15(a)-6 of the SEA 1934 in any security mentioned in this 
document may only be effected through BBY and Enclave Capital LLC, together BBY Enclave, U.S. registered broker dealer. The information upon which this material is based was 
obtained from sources believed to be reliable, but has not been independently verified. Therefore, its accuracy is not guaranteed. Additional and supporting information is available 
upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any opinion or estimate constitutes the preparer's best judgement as 
of the date of preparation and is subject to change without notice. BBY Enclave and their associates or affiliates, and their respective officers, directors and employees may buy or 
sell securities mentioned herein as agent or principal for their own account. 

United Kingdom:  This report is issued and distributed by BBY (which is authorised and regulated by the Financial Conduct Authority (FCA) Reference No 146367) only to persons 
falling within Articles 19 (5), 38, 47 and 49, of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, (all such persons together being referred to as 
“relevant persons”). Directors, officers and employees of such entities are also included provided their responsibilities regarding those entitles involve engaging in investment 
activity.  Persons who do not have professional experience relating to investments should not rely on this document.    

Canada: The investments or investment services referred to in this document are available in Canada only to “Designated Institutions”, as defined by the Securities Act (Ontario). 

Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy 
of the analyst(s) research, client evaluation feedback, independent survey rankings and overall firm revenues, which include revenues from, among other business units and 
corporate finance.   

Other International Investors: International investors outside the US, UK or Canada are encouraged to contact their local regulatory authorities to determine whether any 
restrictions apply to their ability to purchase this investment. 

Recipient Representations/Warranties: By accepting this report, the recipient represents and warrants that he or she is entitled to receive such report in accordance with the 
restrictions set out in this document and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. 

Meanings of BBY Limited Ratings 

Buy – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of 10% or more within a 12-month period. 
Underperform – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of less than 10% within a 12-month period. 
NR – The investment rating and price target have been temporarily suspended.  Such suspensions are in compliance with applicable regulations and/or BBY Limited policies. 
CS – Coverage Suspended.  BBY Limited has suspended coverage of this company. 
Speculative Buy – Describes stocks we research with a positive bias, whose company fundamentals and financials are being covered, but for which there is insufficient information 
for BBY Limited to assign a Buy or Underperform rating.  
Speculative Underperform – Describes stocks we research with a negative bias, whose company fundamentals and financials are being covered, but for which there is insufficient 
information for BBY Limited to assign a Buy or Underperform rating. 
Secondary recommendation - Market weight relative to the S&P/ASX 300 under a weighting range of 0-3, with intervals of 0.5 (7 point scale). 1.0 indicates a market weight position in 
the stock while a weight over 1.0 indicates an overweight position and the current level of analyst conviction. 
Monitor – Describes stocks whose company fundamentals and financials are being monitored, or for which no financial projections or opinions on the investment merits of the 
company are provided. 
It is permitted for the total expected returns to be temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons. 
Free Float (float / current shares outstanding) *100 – This float figure is the number of shares that are available to the public and is calculated by subtracting the shares held by 
insiders and those deemed to be stagnant shareholders. Stagnant holders include ESOP's, ESOT's, QUEST's, employee benefit trusts, founding shareholder equity stake plus senior 
management equity stake, corporations not actively managing money, venture capital companies and shares held by Governments. 
Terminal Value methodology - BBY's Discounted Cash Flow (DCF) valuation applies a terminal growth rate to the last forecast year's cash flow and discounts the amount using 
Weighted Average Cost of Capital (WACC). The Terminal Value is tested using ASX-listed company multiples. For resource companies there is no terminal value because cashflows 
are forecast to the end of mine life. 

Valuation Methodology  

BBY’s methodology for assigning ratings may include the following: market capitalisation, maturity, growth/value, volatility and expected total return over the next 12 months.  The 
price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow (DCF), 
EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group 
P/E, sum of parts, net asset value, discounted dividend model (DDM), franking credits and return on equity (ROE) over the next 12 months. 

Technical Analysis 

BBY employs technical analysis for forecasting the direction of prices through the study of past market data, primarily price and volume. 
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