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Click to Print Report
JRL; Buy at 31 cents.
EME; Apply for shares

Jindalee Resources
Take up your Energy Metals Entitlement

Fat Mining 106, 20 Jul, 2005
Printer Friendly

$10m

Uranium has been the hot metal of 2005, with rising demand and a significant supply shortage evolving in the
market, leading to surging prices (as illustrated below) as well as buoyant share prices for listed uranium
companies. During the past 6 months Jindalee has positioned itself to participate in this sector by picking up a
range of exploration opportunities in Western Australia and the Northern Territory as outlined in FPM 83 and
FPM 97.

"In a timely move, Jindalee Resources has lodged a
prospectus for the spin out of Energy Metals as a dedicated
uranium explorer. Existing Jindalee shareholders have
preferential entitlement to the IPO."

Uranium Price

Source: UXC
Jindalee has now lodged a prospectus for Energy Metals (proposed ASX code EME) which is available at the
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company website of Energy Metals. Jindalee shareholders who were registered as at 13 July 2005 will have
priority application rights in relation to this IPO and will receive a prospectus and priority application form by
post next week. All other interested Members can access the prospectus via the company website.
Energy Metals IPO
Energy Metals has established a portfolio of seven uranium projects, at various stages of advancement,
located in the Northern Territory and Western Australia. Most of the projects contain uranium mineralisation
discovered in the 1970's, but with little exploration work undertaken on them in the past few decades due to
market conditions. The project localities are outlined in the following plan.
Location Plan

Source: Company
The most advanced project in the company's portfolio is in the Ngalia basin of the Northern Territory, where
the company has interests in three uranium prospects; Bigrlyi (EME 53%), Malawiri (EME 52%) and Walbiri
(EME 42%). In addition the company has applied for six exploration licences (100% basis) that surround the
three principal properties and extend over 160km along the northern margin of the Ngalia Basin.
In Western Australia Energy Metals has a 100% interest in five projects known as Anktell, Lake Mason,
Mopoke Well (under application), Lakeside (under application) and Manyingee (under application).
Energy Metals will initially focus its exploration activities on the Bigrlyi project where modest tonnages of high
grade uranium mineralisation have been outlined by previous explorers. There is good potential for further
discoveries, both down dip and along strike from the known occurrences. In addition only a modest amount of
exploration activity is required to enable JORC compliant resources to be estimated at several deposits.
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Drilling targets have also been outlined in Western Australia at the Mopoke Well, Lake Mason and Anketell
prospects.
In this review we are focusing on the cornerstone Bigrlyi asset, which is located 390 km northwest of Alice
Springs. The project comprises 10 granted Exploration Retention Licences covering 16 prospects (Anomalies
1 to 16 inclusive) occurring over 11.5 km of strike length. Since the discovery of uranium (and vanadium)
mineralisation in 1973 some 413 holes (37,500m) have been drilled at Bigrlyi.
The uranium mineralisation of the Ngalia Basin is hosted in sedimentary channels. With the uranium
mineralisation confined to specific narrow horizons it is relatively straight forward to determine prospective
targets (albeit the local geology is often obscured by unconsolidated sediments), as outlined in the following
plan:
Bigrlyi Plan

Source: Company
To date the most significant resource has been outlined at Anomaly 15. Additionally, ore grade drill results
have been recorded at a number of the other prospects.
Historical studies by Central Pacific Minerals at Bigrlyi estimated that the cumulative contained U3O8 ranged
from 2,485 to 2,770 tonnes for the main deposits within a grade range of 3.43 to 3.46 kg/t of U3O8. Two
studies of the Anomaly 15 deposit were also completed and the contained uranium ranged from 1,912 to
tonnes of U3O8 with a range of 3.21 to 3.70 kg/t of U3O8.
No values for the contained vanadium were determined in any of the above studies as these were only
determined in the early (pre 1976) drill holes when drill core samples were assayed by geochemical
techniques. Some of these holes returned significant vanadium values. From 1976 onwards the uranium
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grades were predominantly determined using down-hole radiometric techniques.
Additionally the above studies were not prepared in compliance with the Australasian Code for the Reporting
of Exploration Results, Mineral Resources and Ore Reserves (JORC Code 2004). It will be an early objective
of Energy Metals to determine a JORC compliant Mineral Resource estimate.
Immediately following listing we expect the company to embark on a campaign of re-logging and assaying
available drill core, which is extensive. This will have the dual objective of improving the quality of the estimate
of uranium values, as well as gaining a better understanding of the significance of the vanadium
mineralisation.
We also expect the company to embark on a drilling campaign as soon as practicable, initially focusing on the
open-ended and open-at-depth Anomaly 15 and Anomaly 4 areas. However, there are various joint venture
and governmental approvals required before this work can commence meaning that it is most likely to start in
the latter part of 2005. Following this activity further testing of the remaining known anomalies will be
undertaken, as well as exploring for further mineralisation under cover.
Energy Metals Proposed Capital Structure
Energy Metals is offering up to 12m shares at 25cps to raise $3m. Jindalee will retain 10m shares or a 45%
shareholding in the company. The company's capital structure at the 25 cent IPO price and assuming a full
$3m subscription level is achieved, is as follows:
Fully paid shares

22.0m

Options

2.5m

Diluted Market Cap

$6.1m

Cash

$2.7m

Cash from Options

$0.7m

Enterprise Value

$2.7m

All Energy Metals shareholders registered at a date approximately one month after EME commences trading
on the ASX will be entitled to participate in a non-renounceable entitlements issue of options on the basis of 1
option for every 2 shares held. The options will be issued at a price of 1 cent each with an exercise price of 30
cents and an expiry date of 30 June 2008.
Jindalee Shareholder Entitlement
Jindalee shareholders registered on 13 July 2005 are being offered priority application of up to 8m shares in
the IPO. Should demand from Jindalee shareholders exceed 8m, they will also be given priority in the public
offer, subject to Energy Metals being able to meet the minimum shareholder spread requirements of the ASX
Listing Rules.
Jindalee shareholders wishing to subscribe for shares pursuant to the priority offer must make an application
on the green priority application form that will be enclosed with their prospectus when it is mailed out in 1 to 2
weeks. Applicants may apply for a minimum parcel of 8,000 shares (representing a minimum investment of
$2,000). Applicants requiring additional shares must apply in multiples of 2,000 shares (equivalent to $500)
thereafter. Applications for the priority offer will be considered on a pro rata basis to the number of shares held
in Jindalee.
Jindalee Corporate Structure (at 31 cents)
A major option expiry on 30 June 2005 successfully raised $1.85m for Jindalee. This represented a 92%
uptake of the available options. Jindalee's revised corporate structure, including the proposed 45% holding in
Energy Metals at the 25 cent IPO price, is as follows:
Fully paid shares

29.4m

Options

1.2m

Diluted Market Cap

$10.3m

Cash

$2.6m
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Investments

$3.0m

Cash from Options

$1.2m

Enterprise Value

$3.5m

Discussion and Recommendations
In the current market we anticipate very strong investor demand for a new uranium explorer such as Energy
Metals and we believe it is likely that the company will list at a significant premium to the IPO pricing. In this
regard the following peer comparison is relevant:





Hindmarsh Resources (HMR) which is exploring for uranium in South Australia. It listed on the ASX on
11 July 2005 (after transferring from the Newcastle exchange) and is trading at a 91% premium to its
IPO level.
Curnamona Energy (CUY) which was spun out of Havilah Resources and is exploring for uranium in
South Australia. It listed on the ASX on 19 April 2005 and is trading at a 235% premium to its IPO level.
Deep Yellow (DYL) which was restructured as a uranium explorer in late 2004, after coming out of
administration. New capital was raised around that time at 1 cent or less, and subsequently the
company raised funds at 3 cents in March 2005 and 5 cents in June 2005. This compares to a current
share price of 13.5 cents.

We recommend that Members with existing shares in Jindalee take up their entitlement to subscribe
for shares in Energy Metals. Members without entitlement can download the prospectus from the company
website and apply directly for shares in the public offering. However, we believe the potential for receiving a
significant allocation under the public offering is low.
The Jindalee share price has been volatile in recent weeks due to a number of events, including a major
option expiry and entitlement to the Energy Metals IPO. Now that it is trading on an ex-entitlement basis it is
experiencing some selling pressure. However, with an ongoing 45% interest in Energy Metals it represents a
good alternative exposure to that company. We recommend Jindalee as a Buy at the current share price
of 31 cents for Members with no current exposure.
JRL Share Price

Disclosure: The writer discloses that he holds shares in Jindalee and intends to take up entitlement to Energy
Metals
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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), Australian Wealth Management (AUW), Babcock and Brown Japan (BJT), Burns Philp (BPC), Emperor Mines (EMP), Gallery Gold
(GGN), Gold Bullion (GOLD), GRD (GRD), Hunter Hall (HHL), Hunter Hall Global options (HHVO), Indophil Resources (IRN), Insurance Australia
Group (IAG), Lihir Gold (LHG), Minerals Corporation (shares and options), Oil Search (OSH), Red Back Inc (RBI), Resolute Mining (RSG), Select
Managed Funds (SEM), 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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