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Jindalee Resources
Weighing up the Options

JRL; Hold around 28 cents
Fat Mining 97, 18 May, 2005
Printer Friendly

$9.5m

Surging uranium prices have sparked a high level of investor interest in recent months, including a number of successful
new floats specifically focussed on exploring for uranium. Jindalee positioned itself early to participate in this sector by
picking up a range of early stage exploration opportunities in Western Australia and the Northern Territory as outlined in
FPM 83.

"Jindalee has beefed up its portfolio of uranium assets as it prepares
to spin out Energy Metals as a dedicated uranium explorer. Jindalee
shareholders will have preferential entitlement to the IPO which
should coincidentally support the company's share price during an
option expiry period."

More recently the company has acquired strategic interests in key uranium tenements that will become the cornerstone
assets in the forthcoming float of its wholly owned subsidiary Energy Metals. The tenements are located in the Ngalia
Basin, Northern Territory and have been acquired from vendors Yuendumu Mining Company NL and Central Pacific
Minerals NL. The interests include 53% (and management) of the Bigrlyi prospect, 52% of the Malawiri prospect and
42% of the Walbiri prospect, as outlined below.
Ngalia Basin Tenements
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Source: Company
Consideration for the acquisitions is $30,000 cash, plus the issue of 1.2 million Jindalee shares and 1.2 million Energy
Metals options (exercisable at 30c by 30 June 2008).
Uranium was first discovered at Bigrlyi in 1973, and exploration during the following decade outlined modest tonnages of
high grade mineralisation at a number of locations. The most significant resource was outlined at Anomaly 15. Overall,
non-JORC compliant resources have been estimated as being 0.8mt at 3.43 kg/t U3O8 at Bigrlyi; including 0.55mt at
3.68 kg/t at Anomaly 15. Additionally ore grade drill results have been recorded at a number of other prospects.
Immediately following the listing of Energy Metals we expect the company to embark on active exploration and drilling
campaigns aimed at:
z
z
z
z

verifying existing resources at Anomaly 15
testing for down plunge extensions at Anomaly 15
further testing prospects with encouraging previous drill results, and
exploring for repetitions under shallow cover.

Jindalee has flagged that it will commence the spin out of Energy Metals around the beginning of July, including a capital
raising in the order of $3m (12m shares at 25 cents per share). This may be increased slightly to accommodate a
cornerstone investor. Jindalee will retain around 10m shares, leaving Energy Metals with a tight capital structure (of
around 22m shares) similar to the Jindalee structure when it floated.
In the current market we anticipate very strong investor demand for Energy Metals, but it may be challenging for nonJindalee shareholders to get hold of any stock. There will be preferential entitlement to subscribe for Energy Metals
shares to existing Jindalee shareholders, most probably pro rata based on existing holdings and some oversubscription
facility. This will be the only way a potential investor can be assured of getting any stock in the IPO process.
The terms of this pro rata entitlement are yet to be determined; in part due to the expiry of around 8m, 25 cent Jindalee
options on June 30 which will alter the capital structure of the company. Accordingly the date for determining entitlement
to subscribe for Energy Metals via Jindalee is likely to be set for early July.
The Jindalee options will raise up to $2m, which is material for a grass roots exploration company with current cash
reserves of $1m. Most likely the subscription entitlement will be in the range of 1 Energy Metals share for every 3 or 4
Jindalee shares held. Essentially this entitlement has become a carrot that will help entice existing Jindalee option
holders to convert.
Uranium Market Update
Uranium has become the hot metal of 2005 due to the combination of an impending supply squeeze and strong demand
growth. In December 2004 we wrote an article on WMC Resources (see FPM 77) titled "The Increasing Importance of
Uranium" and Members are referred to that article for background information.
To recap there are currently some 438 reactors globally and numerous planned expansions of nuclear power programs,
including plans for 16 new plants in Japan and another 17 being built across India and China. WMC Resources has
forecast that current global uranium production meets only 58% of demand, with the shortfall made up largely from
rapidly shrinking stockpiles. This shortfall is expected to run at 51 million pounds a year on average between 2005 and
2020.
Unlike the case with some other metals, nuclear power reactors do not have the capacity to stop production if uranium
prices are perceived to be too high. Hence, we are currently witnessing a step change in uranium prices as illustrated
below.
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Source: UXC
Even this chart understates the current spot market price which hit US$29/lb during the past week.
Corporate Structure (at 28 cents)
Jindalee's current corporate structure is as follows:
Fully paid shares

20.8m

Options

11.7m

Diluted Market Cap

$9.5m

Cash

$1.0m

Investments

$0.3m

Cash from Options

$3.2m

Enterprise Value

$4.9m

Recommendation
Two opposing forces will strongly influence the near term share price of Jindalee; the imminent option expiry and
entitlement to the Energy Metals IPO. We are maintaining our Hold recommendation for Jindalee around the current
price of 28 cents.
Members are advised that Jindalee shares frequently experience low turnover.
JRL Share Price

Disclosure: The writer discloses that he holds shares in Jindalee.
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Fat Prophets Mining (an authorised representative of Mint Financial Group Pty Ltd), has made every effort to ensure the reliability of the views and
recommendations expressed in this report. Fat Prophets Mining research is based upon information known to us or which was obtained from sources which we
believed to be reliable and accurate at time of publication. However, like the markets, we are not perfect.
This report is prepared for general information only, and as such, the specific needs, investment objectives or financial situation of any particular user have not
been taken into consideration. Individuals should therefore discuss, with their financial planner or advisor, the merits of each recommendation for their own
specific circumstances and realise that not all investments will be appropriate for all subscribers.
To the extent permitted by law, Mint Financial Group Pty Ltd and its authorised representative Fat Prophets Mining and its employees, agents and authorised
representatives exclude all liability for any loss or damage (including indirect, special or consequential loss or damage) arising from the use of, or reliance on,
any information within the report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such liability, Mint Financial Group
Pty Ltd and its authorised representative Fat Prophets Mining hereby limits its liability, to the extent permitted by law, to the resupply of the said information or
the cost of the said resupply.
As at the date at the top of this page, Directors and/or associates of Mint Financial Group Pty Ltd currently hold positions in Anglogold (AGG), Austal (ASB),
Austar United (AUN), Burns Philp (BPC), Collections House (CLH), Durban Roodepoort (DRD), Emperor Mines (EMP), Gallery Gold (GGN), Gold Bullion
(GOLD), GRD (GRD), Hunter Hall (HHL), Hunter Hall Global (HHVO), Indophil Resources (options IRNO), Insurance Australia Group (IAG), Lihir Gold (LHG),
Mayne Group (MAY), Minerals Corporation (MSC shares and options), Oil Search (OSH), Red Back Inc (RBI), Resolute Mining (shares and options), Telstra
(TLS) Tower (TWR), Westonia (shares WEZ and options), Woodside Petroleum (WPL), Village Roadshow (VRL), Alesco Corporation (ALN), Allco Equity
Partners (AEQ), Allco Hybrid Investment Trust (AHU), Alumina Limited (AWC), Austiminex (ATX), Brambles Industries (BIL), Brazin (BRZ), Central Asia Gold
(CGX), Consolidated Broken Hill (CBH), Commander Communications (CDR), CSR (CSR), ERG Limited (ERG), Exco Resources (EXS), Insurance Australia
Group (IAG), Jindalee Resources (JRL), Mayne Group Ltd (MAY), Mincor Resources (MCR), Multiemedia Limited (MUL), Murchison United (MUR), NAB, Orica
Limited (ORI), Onesteel Limited (OST), Pacifica Group (PBB), Perilya Limited (PEM), Qantas Airways (QAN), Record Investments (RCD), Rinker Group (RIN),
Spotless Group (SPT). These may change without notice and should not be taken as recommendations.
The above disclaimer does not apply to investments held by the Fat Prophets Australia Fund Limited ACN 111 772 359 (FPAFL).
The FPAFL investment portfolio is managed by Fat Prophets Funds Management Australia Pty Limited with independently employed staff. FPAFL is managed
independently of management employed in the preparation of the Fat Prophets Report. Such employees and management of FPAFL may however subscribe to
the Fat Prophets Report and by their decisions FPAFL may or may not acquire hold and or deal in marketable securities in a manner consistent with or contrary
to recommendations in the Fat Prophets Report.
Reference within the Fat Prophets Report to the "Fat Prophets Portfolio" remain as references to the hypothetical portfolio at
www.fatprophets.com.au/performance and statements of performance of such hypothetical portfolio are not intended to be references to the performance of the
portfolio established and maintained by FPAFL. Any enquires about FPAFL should be made direct to that company.
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