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ENERGY METALS CORPORATION1 
Share Data  

Shares (mm, basic/f.d.) 64.2 / 80.0  
52-week high/low $8.20 / $2.00  
Market capitalization (mm) $392  
Enterprise value (mm) $313  
Dividend yield 0.0%  

BUY 
EMC-TSX.V $6.11 
Target $9.00 

Total projected return 47%   
   
   

Financial Data  
YE June 30th 05A 06E 07E  
EBITDA (mm) ($2) ($3) ($4)  
EV/EBITDA nm nm nm  
EPS ($0.13) ($0.04) ($0.05)  
P/E nm nm nm  
CFPS ($0.13) ($0.04) ($0.05)  
P/CF nm nm nm  
U3O8 forecast (US$/lb) $28.09 $45.00 $55.00  
U3O8 prod’n ( million lbs) 0.0  0.0  0.0  
     
   Current  
Cash (mm)   $79  
Working capital (mm)   $79  
Net debt (mm)   ($79)  
NAV per share   $6.97  
P/NAV   0.9x  
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• Energy Metals Corporation is a Canadian-based resource 
company focused on the acquisition and development of 
uranium properties in the United States.  

• The company began aggressively acquiring U.S. uranium 
properties late in 2003, before competition for these assets 
increased. 

• The 43-101 resources total roughly 58 million lb, which the 
company plans to increase by 54% to more than 90 million 
lb by the end of Q3/06. There are also roughly 240 million lb 
of historic (non 43-101) resources. 

• The Hobson plant in Texas will allow the company to begin 
production at the end of 2007 with an expanded capacity of 
1.0 million lb of uranium per year. 

• With plans to build two additional plants in Wyoming, the 
company is aiming to be producing 4.5 million lb of uranium 
per year by 2012. 

• Life-of-mine cash costs are estimated at an average of 
US$13/lb in Texas and US$15/lb in Wyoming. 

• We are initiating coverage of Energy Metals with a BUY 
recommendation and a target price of $9.00 per share. This 
target is based on a 1.3 times multiple to our NAV of $6.97 
per share. 
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EXECUTIVE SUMMARY 
Energy Metals Corporation is a Canadian-based resource company focused on the 
acquisition and development of uranium properties in the United States. The history of 
uranium production in the United States is quite interesting. As the uranium price fell 
following the accident at Three Mile Island in 1979, the country’s uranium production 
dropped by 80% through the 1980s. Being the most labour intensive, underground and 
open-pit uranium mines suffered the most, as the number of conventional uranium mills in 
the United States dropped from 22 to only two. As these conventional uranium operations 
closed down, the capacity of in situ leach (ISL) mines was increasing, largely because of 
their cost efficiency. Even with uranium prices under US$15/lb, ISL operations were 
expanding because of their lower requirements for capital expenditure, low operating 
costs, greater flexibility and minimal environmental obligations. 

Energy Metals began aggressively acquiring U.S. uranium properties late in 2003, before 
competition for these assets increased. Many of these properties were acquired at a low 
price of only US$0.30/lb, based on historic (non-43-101) resources. Since late 2003, the 
company has closed its acquisition of Standard Uranium and will soon close its acquisition 
of Quincy Energy Corp. (QUI-TSX). With these two acquisitions, Energy Metals will 
effectively double its historic (non-43-101) uranium resource base to roughly 240 million lb. 
The company has also been upgrading its historic resources to meet 43-101 compliance. 
Its current 43-101 resources total roughly 58 million lb, which the company plans to 
increase by 54% to more than 90 million lb by the end of Q3/06. 

Now that Energy Metals has a stable base of resources that meet 43-101 compliance, it is 
firmly focused on starting production by the end of 2007. The key to the company’s quick 
transition into production will be the Hobson plant in Texas, which we believe was the 
gem in the Standard Uranium acquisition. The Hobson plant is a licensed uranium 
production facility with a demonstrated annual capacity of 0.7 million lb. By spending only 
US$12 million on Hobson and its satellite mine, La Palangana, Energy Metals should be 
able to restart the plant and expand its capacity to 1.0 million lb of uranium per year. 
Although production will begin in Texas, the company’s real growth plans are for 
Wyoming, where it plans to build two production facilities. The first facility will be in the 
Powder River Basin with an annual capacity of 2.0 million pounds and a planned startup 
in 2009. A second facility in the Great Divide Basin will follow in 2010 with the same 
capacity. Life-of-mine average cash costs are estimated at US$13/lb in Texas and 
US$15/lb in Wyoming.  

We believe there is significant upside potential for Energy Metals. If we assume the 
company will expand its 43-101 resource base to 90 million lb by the end of Q3/06, it will 
be trading at only US$3.02/lb of uranium, based on its enterprise value. Since other 
producers typically trade over US$7.00, we believe Energy Metals’ shares could 
appreciate as the company moves closer to production in late 2007. Also, we have 
calculated a conservative NAV for the company of $6.97 per share. When looking at the 
company’s peers, those that are producers or near production trade at a 30 - 50% 
premium to NAV, which implies that Energy Metals’ shares could appreciate much more. 
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We are initiating coverage of Energy Metals with a BUY recommendation and a target 
price of $9.00 per share, based on a 1.3 times multiple to our NAV. 

REAL ESTATE 
Energy Metals began aggressively acquiring uranium assets in December 2003, when 
uranium prices were only at roughly US$14/lb and had just begun to lift from a low of 
US$10/lb earlier that year. Energy Metals was one of the first companies to begin actively 
building its portfolio of uranium assets, before competition for these properties increased. 
With its acquisitions, the company began to position itself ahead of its competitors to 
capitalize on the current uranium boom. Also, most of the properties that Energy Metals 
acquired had been previously held by major uranium or oil companies such as Cameco, 
Cogema, Conoco, Kerr McGee and Union Carbide. Because the company was early to the 
game, it was able to acquire uranium properties at a considerably low price. We estimate 
that Energy Metals acquired its first properties for as little as US$0.30/lb of historical 
resource. The company has now amassed a large collection of land holdings that 
collectively cover many of the U.S. states (see shaded states in the map below). Across 
these states, Energy Metals has gathered an impressive collection of real estate and now 
controls more than 200,000 acres of land. Although the company already had a 
considerable land holding, it acquired more assets through the purchase of Standard 
Uranium and Quincy Energy, which we will discuss in more detail later. (The acquisition of 
Quincy Energy is expected to close in June 2006.) On the map below, Texas and Wyoming 
are shaded in a darker colour since the company will focus on developing production in 
these states first.  

Energy Metals controls more 

than 200,000 acres of land. 
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Uranium Projects in the United States 

 
Source: Energy Metals, GMP 

The table on page 7 shows the company’s land holdings in the United States, as well as 
one property in Ontario, Canada. Before the acquisition of Standard Uranium and  
Quincy Energy, Energy Metals controlled roughly 150,000 acres of land. The acquisition 
of these two companies boosted its land ownership by roughly 33% to more than  
200,000 acres.  

Two acquisitions increased 

the land holdings by 33%. 
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Summary of Land Holdings 

State or Energy Standard Quincy Total
Province Metals Uranium Energy Acres

Wyoming 110,000 7,303 1,100 118,403
Texas 6,208 6,208
New Mexico 8,792 17,099 25,891
Utah 16,980 16,980
Oregon 365 365
Colorado 640 10,400 2,560 13,600
Nevada 2,440 2,440
South Dakota 4,700 4,700
Arizona 6,600 930 1,900 9,430
Ontario 3,200 3,200

Total 150,517 24,841 25,859 201,217   
Source: Energy Metals, GMP 

STANDARD URANIUM AND QUINCY ENERGY 
We believe that the acquisitions of Standard Uranium and Quincy Energy substantially 
increased Energy Metals’ value to shareholders. Not only did the acquisitions increase the 
company’s land ownership, they also significantly boosted the historic resources, as 
shown in the table below. With the two acquisitions, Energy Metals essentially doubled its 
historic resources to roughly 240 million lb. Although these are not guaranteed to convert 
to 43-101 standards, having a critical mass of 240 million lb increases the probability of a 
significant increase in 43-101 resources. In fact, Energy Metals has already successfully 
converted roughly 59 million lb to meet 43-101 compliance and has planned for further 
upgrades. 

Historic Uranium Resources 

Company mm lbs

Energy Metals 123.8
Standard Uranium 48.1
Quincy Energy 68.3

Total 240.2  
Source: Energy Metals, GMP 

The acquisition of Standard Uranium was announced on November 10, 2005 and closed 
March 13, 2006. Under the terms of the combination, each share of Standard Uranium 
was purchased for 0.64 shares of Energy Metals. A total of 12.8 million common shares in 
Standard Uranium were purchased, as were 0.8 million stock options and 2.6 million 
warrants. Using the share total of 12.8 million with Energy Metals’ close price of $4.80 per 
share on March 10, 2006, we estimate that Standard Uranium was purchased for 
approximately $39 million (US$34 million). Also, using Standard Uranium’s historic 
resource of 48.1 million lb of uranium plus roughly US$1 million in cash from Standard, we 
estimate that it was purchased for about US$0.69/lb. Although this value is above the 
US$0.30/lb that Energy Metals paid for its early properties, it is still well below the 

The Hobson plant was the 

gem of the Standard Uranium 

acquisition. 

The company has doubled its 

historic uranium resources. 
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valuations that are currently in the market. In today’s market, pre-production uranium 
companies trade in the range of US$2.00 to US$4.00/lb. Therefore, we believe that 
Energy Metals paid a very good price for Standard Uranium even without considering the 
added value from the 99% effective interest in the Hobson plant and the La Palangana 
property. Although we will discuss the Hobson plant in more detail later, we believe it was 
a crucial acquisition for the company as the plant is fully licensed, which will allow Energy 
Metals to avoid a lengthy permitting process.  

Although the acquisition of Quincy Energy has not yet closed, we have assumed that the 
combination will be completed in June 2006. The proposed acquisition of Quincy Energy 
will be similar to that of Standard Uranium in that the company will be purchased with 
shares of Energy Metals. Under the terms of the agreement, Quincy Energy shareholders 
will receive 0.20 shares of Energy Metals for each Quincy Energy share. Using the recent 
Energy Metals closing price of $6.11 per share and 48.6 million Quincy Energy common 
shares, we estimate that the purchase cost roughly $59 million (US$52 million). After 
subtracting $6 million (US$5 million) that will be received from Quincy Energy’s treasury, 
the acquisition price is roughly $54 million (US$47 million). Using the 68.3 million lb of 
historic uranium resources from the previous table, the acquisition will be completed for 
roughly US$0.69/lb. This is exactly in-line with the price that Energy Metals paid for the 
acquisition of Standard Uranium, but still well below the current market value of US$2.00 
to US$4.00/lb. It is interesting to note the increase in value of these properties from an 
early purchase price of US$0.30/lb to a price of US$0.69 to current market range of 
US$2.00 to US$4.00/lb.  Looking at this value creation, we believe that the  
Standard Uranium and Quincy Energy acquisitions were very positive for the company. 

RESOURCE EXPANSION 
Since Energy Metals has expanded its land position and increased its historic resources, 
it has been focused on the conversion of its resources to meet 43-101 compliance. The 
table below shows the company’s current 43-101 resources and its plans for resource 
expansion, which we believe is quite impressive. The company has a total of 58.6 million 
lb of 43-101 resources, which includes La Palangana, Aurora and, more recently, 
Crownpoint (April 10, 2006) and Hosta Butte (April 28, 2006). The company has made 
clear plans for the resources at La Palangana with the Hobson mill, but its plans for the 
Aurora, Crownpoint and Hosta Butte properties have not yet been solidified. It is important 
to note that the Aurora property in Oregon would likely be developed as an open-pit mine 
with a heap leach. (At 18.3 million lb, this resource is a large part of the current resource 
base.) The Crownpoint and Hosta Butte properties are both amenable to ISL mining, but 
their development is still uncertain since the permitting and regulatory environment in New 
Mexico is not as streamlined as in Texas and Wyoming. Also, although none of  
Energy Metals’ properties in New Mexico are on Navajo land, the Navajo Nation group 
may still present some opposition to the development of new uranium projects as it 
currently has a moratorium on new uranium projects on its land. 

Quincy Energy will likely be 

purchased for only US$0.95/lb 

of historic resource. 

 43-101 compliant resources 

already total 59 million lb. 
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Resource Expansion Plans 
Contained 43-101 Cumulative

Project State Previous Owner U3O8 (mm lbs) Grade (%) Status U3O8 (mm lbs)

Aurora Oregon Quincy Energy 18.3 0.05 Completed
Palangana Texas Standard Uranium 5.7 0.15 Completed
Crownpoint New Mexico Quincy Energy 21.3 0.10 Completed
Hosta Butte New Mexico Quincy Energy 13.3 0.11 Completed 58.6
Red Rim Wyoming Energy Metals 2.5 Q3/06
Nine Mile Lake Wyoming Energy Metals 9.0 Q3/06
Peterson Wyoming Energy Metals 2.5 Q3/06
Antelope Wyoming Energy Metals 15.0 Q3/06
Moore Ranch Wyoming Energy Metals 5.2 Q3/06 92.8  
Source: Energy Metals, GMP 

Note that 34.6 million lb of the resources in the above table are part of the Quincy Energy 
acquisition, which is expected to close in June 2006. 

Energy Metals is planning an aggressive expansion of its 43-101 compliant resources. As 
the previous table shows, the company expects to have more than 90 million lb of 43-101 
resources by the end of Q3/06. This is a 54% increase from the company’s current 43-101 
resources of 58.6 million lb. The company’s main focus will be on Texas and Wyoming. 
The first planned production will be from the Hobson Plant in Texas, followed by 
production from two facilities that the company will build in Wyoming. Therefore, the bulk 
of the resources being converted are in Wyoming and, to a lesser extent, Texas. The 
resources in New Mexico are important since they total more than 30 million lb, but 
Energy Metals is not currently focused on production from this area. However, New 
Mexico will likely be a part of the company’s growth plans further in the future. 

PAST URANIUM PRODUCTION IN THE UNITED STATES 
The uranium industry in the United States has a very interesting history. Below are a 
number of graphs illustrating some past trends. The exhibits show data through the 1980s 
when the uranium price fell from its all-time high of over US$42/lb to under US$10/lb. We 
have chosen to show data only through the 1980s  as this is when the uranium industry 
went through the most dramatic changes. Through the 1990s, the uranium price remained 
low and the industry did not exhibit much growth. All of the following graphs show the 
uranium price as a benchmark. 

The first graph on page 10 shows the decline in uranium production in the United States 
in the 1980s. Uranium production dropped 80% from a peak of 43.7 million lb to 8.9 
million lb. The contraction in the U.S. uranium industry exceeded the decline in the total 
Western world, where the industry shrank 36% from 115 million lb to 74 million lb. 
Although declining uranium prices account for most of this decline, the U.S. market 
contracted more because of the higher cost of some of its operations. In fact, the global 
market share of the United States fell from 38% to only 12%. 

Compliant 43-101 resources 

could increase to more than 

90 million lb by the end of 

Q3/06. 

Uranium production in the 

United States dropped 80% in 

the 1980s. 
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Uranium Production – United States 
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Source: Energy Metals, GMP 

The next graph shows the decline in the number of conventional uranium mills in the 
United States. In 1980, there were 22 conventional mills in operation, but only two 
remained by the end of the decade. Again, this highlights the degree of the contraction in 
the U.S. uranium mining industry. However, these conventional mills suffered more than 
other operations since they were processing feed from the higher-cost open-pit and 
underground uranium mines.  

Conventional Uranium Mills – United States 
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Source: Energy Metals, GMP 

Uranium patent applications in the United States also fell considerably. There were 42 
patent applications in 1979, but only 2 in 1989. As the major oil companies (Exxon, Mobil 
and Conoco) exited the industry through the 1980s, there was a lack of funding for 
research and development. In many cases, uranium companies searched for funding with 
private industry and foreign capital.  

Conventional mills dropped 

from 22 to only two. 

Major oil companies exited the 

uranium industry in the 1980s. 
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Uranium Patent Applications – United States 
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Source: Energy Metals, GMP 

The graph below shows what was perhaps the most severe contraction in the industry. In 
the 1980s, the number of operating uranium mines in the United States fell from 381 to 
only 39. This means that only 10% of the uranium mines were still in operation after the 
uranium price fell through the decade. As discussed earlier,  underground and open-pit 
mines  suffered the most. Although it is not shown in our graphs, the number of 
underground uranium mines dropped from 303 in 1980 to only 27 in 1990. This means 
they were responsible for most of the decline in the total number of U.S. mines. 
Underground mines represented 80% of the U.S. uranium mines in 1980 and 70% of the 
mines in 1990. The number of open-pit mines also fell drastically, from 52 in 1980 to only 
two in 1990.   

Operating Uranium Mines – United States 
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Source: Energy Metals, GMP 

The shining stars through this extreme period of contraction were the U.S. ISL mines. In 
the 1980s, the number of ISL mines only dropped from 14 to seven. In fact, four ISL 
mines actually opened in 1982 and another four opened in 1984, followed by more 
openings in 1986 and 1987. Although some ISL mines were closing and some opening, 
the total production contribution from ISL operations was likely increasing, as smaller ISL 
operations were closing and being replaced with larger, more cost-effective ones. The 
average annual capacity of U.S. ISL mines rose from roughly 0.4 million lb in 1981 to 

Underground and open-pit 

mines suffered the most. 

The total capacity of U.S. ISL 

mines increased in a declining 

uranium market. 



Energy Metals Corporation 12 May 19, 2006 

 

more than 1.2 million lb by 1991. Using these numbers, we estimate that total U.S. ISL 
capacity rose from roughly 5.6 million lb to 8.4 million lb. This represents an increase in 
capacity of 50% in an environment when the uranium price fell by approximately 76%. 
This remarkable accomplishment highlights how cost-effective ISL operations can be, 
even through a trough with very low prices. Although we do not have exact cost figures for 
U.S. ISL operations in the 1980s, we estimate that the larger operations (like Highland) 
were running at a total cost of roughly US$10 to $US15/lb. 

Operating ISL Mines – United States 

0
2
4
6
8

10
12
14
16
18
20

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

0

5

10

15

20

25

30

35

(U
S$

/lb
s)

Operating ISL Mines
Uranium Price

 
Source: Energy Metals, GMP 

 
The next graph shows the reduction in the U.S. uranium labour force. As the labour-
intensive underground and open-pit mines closed early in the decade, the number of 
employees fell drastically. However, with this reduction in labour came an increase in 
productivity, which we show in the next graph.  

Uranium Industry Employment – United States 
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Gradually over the decade, productivity increased as measured by uranium production 
per employee. In the graph below, we show that the uranium productivity increased from 
0.8 to 2.6 tonnes per person during the 1980s. Again, the ISL mines increased their 
market share as they proved to be more cost-effective than traditional open-pit and 

The more labour-intensive 

mines were the first to close. 

The efficiency of the U.S. 

uranium mines has gradually 

increased.  
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underground mines. The trend toward increased productivity has continued since 1990. In 
2005, Cameco’s Smith Ranch/Highland ISL operation produced 1.3 million lb of uranium 
per year with only 80 employees (productivity of 6.25 tonnes per employee). Energy 
Metals plans to run the Hobson mill and La Palangana project at 1.0 million lb per year 
with 50 employees, for a productivity of 7.7 tonnes of uranium per employee. (This 
productivity level exceeds the scale on our graph below.) 

Uranium Industry Productivity 
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WHY IN-SITU LEACH MINING IS SO COST-EFFECTIVE 
In situ leach (ISL) mining is a very cost-effective uranium extraction method. Besides 
being more cost-effective, ISL uranium mining produces minimal ground disturbance and 
is very flexible. However, ISL mining is not possible for every ore deposit since it requires 
the soil to be permeable to allow the solution to transmit properly. In general, ISL mining is 
usually preferred whenever possible because of the distinct advantages discussed below. 

The cost advantages of ISL uranium mining come from low upfront capital expenditures, 
low operating costs and less onerous environmental liabilities. The two main components 
of the initial capital requirement are the wellfield (mine) and the processing plant (mill), 
which cost roughly US$6 million and US$14 million, respectively, for a typical 2.0 million lb 
operation. Capital expenditures are considerably lower than those for underground and 
open-pit mines since ISL operations do not require the construction of a tailings facility, 
which can cost roughly US$10 million for a conventional uranium mine (based on a cost of 
US$0.25 million per acre for a 40-acre tailings pond). Another advantage is that the 
capital expenditure for the wellfield occurs gradually over the life of the mine as its 
development expands. Initially, an ISL mine may prepare the wellfield for only the first 
year of operation and may only maintain one year of prepared wells at any given time. By 
contrast, conventional mining often requires large mine development expenditure before 
mining can even begin. This upfront expenditure is often required for the removal of 
overburden (open-pit mine) or the construction of a shaft (underground mining). 
Therefore, once an ISL operation is funded for its first year of operation, it can often 
continue mining using internally generated cash flows. 

Capital expenditure for an ISL 

mine is low and occurs 

gradually over the mine life.  
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Operating costs for ISL mines are also low since the process mainly involves pumping 
and liquid processing. In other words, there is no need for earth moving, crushing or 
grinding, which is required for mining by traditional underground or open-pit methods. 
These older, more mechanical techniques can be very costly from both an operational 
and maintenance standpoint. Operating costs for ISL mines are also quite competitive 
because the mines can operate with very few employees. This is a significant advantage, 
specifically for U.S. operations where labour costs are high in comparison with other 
regions in the world. We showed earlier that U.S. uranium mines increased their 
productivity from 0.8 to 2.6 tonnes per person during the 1980s. Today’s ISL mines have 
exceptional productivity. As mentioned earlier, Cameco’s Smith Ranch/Highland ISL 
operation currently has a productivity of roughly 6.25 tonnes per employee.  

The environmental impact of ISL mining is minimal. The first and most obvious reason for 
this is that the process does not involve earth moving. After the mine closes, there is no 
visible open pit, underground workings or tailings pond. Therefore, reclamation liabilities 
are much lower for ISL operations. Typically, the reclamation of an ISL mine involves 
mainly the pumping of fluid back through the previous production cells. This flushes out 
the system and returns the soil to a state similar to the condition it was in before the mine 
started. Airborne emissions from yellowcake drying at the processing plant are also kept 
to a minimum by vacuum-drying systems. Only radon gas is mobilized during processing, 
which is controlled by conventional scrubber technology. As an example of how low 
environmental liabilities can be for ISL mines, Energy Metals expects the reclamation for 
the Wyoming operations to be approximately US$1.0 million for a plant with a capacity of 
2.0 million pounds per year. 

The final advantage of ISL mining that we will discuss is its flexibility. A large part of the 
flexibility stems from the absence of earth moving. Typical underground or open-pit mines 
often follow specific sequencing plans that require removal of a specific section of material 
before subsequent areas can be accessed. This physical limitation reduces the flexibility 
of these operations and can sometimes lead to production bottlenecks. Although ISL 
mines also use sequencing plans, the program can be easily modified since wellfields are 
activated from above-ground pipes. To change from one wellfield to another, the company 
would need to move only above-ground piping to activate a different production well. With 
this in mind, the ISL operations can easily adjust their production rates by using a different 
mix of high- and low-grade production wells. Production rates can also be altered by 
changing the development rate of new wells. Finally, more production can be added to an 
ISL facility by constructing an additional processing plant and expanding the overall 
footprint of the wellfield. (The expansion is not limited by the hoist capacity of a shaft as 
with underground mines or by a required pit pushback as with open-pit mines.) All of 
these possible adjustments can be advantages in periods of fluctuating uranium prices, as 
the production flexibility may help to smooth earnings. Alternatively, increasing production 
during periods of high uranium prices can allow the operations to generate extra cash if 
needed for other developments or potential acquisitions. 

Operating costs are low 

because of labour efficiency. 

Reclamation liabilities are low 

due to minimal ground 

disturbance.  

The flexibility of ISL 

operations can offer more 

control over cash flow.  
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WHY TEXAS AND WYOMING? 
Although Energy Metals has resources in many of the U.S. states, the company is 
focused on developing its first production in Texas, at the fully licensed Hobson plant, 
followed by Wyoming. By avoiding a lengthy permitting process, the Hobson facility will 
allow the company to get into production sooner. (Management estimates that it saved up 
to two years of permitting by securing this facility.) However, Energy Metals’ future growth 
plans are centred on building a production base in Wyoming. The table below illustrates 
part of the attractiveness of Wyoming, compared to other U.S. States.  

Uranium Industry Productivity 

Ore Grade U3O8 Percent of
State (mm tons) (% U3O8) (mm lbs) US Total

Wyoming 41 0.129 106 40%
New Mexico 15 0.280 84 32%
Arizona, Colorado, Utah 8 0.281 45 17%
Texas 4 0.077 6 2%
Other 6 0.199 24 9%

State 74 0.178 265

Estimated resources (non 43-101) as of December 31, 2003.  Calculated at US$30/lbs uranium.  
Source: Energy Information Administration, GMP 

In 2003, Wyoming hosted estimated uranium resources (non 43-101) of 106 million lb, or 
40% of the total estimated reserves in the United States. (New Mexico ranks second with 
an estimated uranium reserve of 84 million lb or 32% of the U.S. total.) Wyoming also has 
a long history of uranium production with more than 190 million lb of cumulative uranium 
production to date. Finally, Wyoming has one of the most streamlined permitting and 
regulatory environments in North America. In fact, there was recently a detailed article 
written on future uranium mining in Wyoming that was structured as a five-part series. 
(The New Face of Wyoming’s Uranium Mining, StockInterview.com.) In the article, 
Wyoming’s governor, Dave Freudenthal, stated that he endorses uranium mining in the 
state and welcomes new projects. Wyoming hopes to maintain its position as the premier 
state for uranium production. For these reasons, we believe it is prudent for Energy 
Metals to focus on production from Wyoming. Currently, Energy Metals controls more 
than 115,000 acres of uranium claims and leases in Wyoming as well as 34.2 million lb of 
historic resources that could be converted to 43-101 status by the end of Q3/06. 

The map below illustrates the concentration of uranium milling facilities in the United 
States. Again, Wyoming appears to be at the centre of U.S. uranium development. There 
is also a large concentration of uranium facilities in New Mexico, which is the state ranked 
second for U.S. uranium reserves. However, we remain concerned about the 
development of uranium projects in New Mexico because of the uncertainty regarding the 
rights of the Navajo Nations. Health concerns have been expressed by former uranium 
workers as well as families that lived near old mine sites. The Navajo Nation currently has 
a moratorium on new uranium mining on its land, which it intends to keep in place. 
Disputes can arise over ownership of the land where uranium deposits are situated. For 
this reason, we believe management at Energy Metals is wise to focus initially on 

The Hobson plant will allow 

production to begin quickly. 

Wyoming hosts roughly 40% 

of estimated U.S. uranium 

(non-43-101) resources. 

Production from New Mexico 

will likely be developed later. 
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production from Texas and Wyoming. With 34.6 million pounds of 43-101 compliant 
resources in New Mexico, however, the company will be developing plans for New Mexico 
production later.  

Location of U.S. Uranium Milling Facilities 

 
Source: U.S. Nuclear Regulatory Commission, GMP 

WYOMING URANIUM BASINS 
Wyoming’s uranium deposits are concentrated in specific basins. As the following map 
shows, there are three main basins in Wyoming: Powder River, Great Divide and Shirley. 
The town of Casper is located between the Shirley Basin and the Powder River Basin, 
where the company will start its first production. To prepare for its focus in Wyoming, 
Energy Metals opened an office in Casper earlier this year. Interest in the Powder River 
Basin dates back as far as the mid-1950s before uranium was being used for power 
generation. Through the 1970s and early 1980s, many companies began testing deposits 
in the area with ISL mining techniques. Currently, the Powder River Basin is the only 
producing ISL area in Wyoming. Uranium production is from Cameco’s Smith 
Ranch/Highland operation, which is the nation’s largest ISL uranium facility. The facility 
produced roughly 1.3 million lb of uranium in 2005. Within this basin, Energy Metals has 
three advanced-stage projects with historical resources: Nine Mile Lake, Peterson and 
Moore Ranch. All of these projects are located within 25 miles of each other, which should 
keep transportation expenses to a minimum. The historical resources at the three projects 
total 16.7 million lb and range in size from 2.5 to 9.0 million lb. Energy Metals plans to 
convert these historic resources to 43-101 status by the end of Q3/06. Also, Energy 

The Powder River Basin is the 

centre for ISL mining in the 

United States. 
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Metals has more geological information for Powder River than for the other two basins in 
Wyoming. When we consider the current production from this basin and its history, 
development in this area makes sense. Furthermore, Energy Metals’ projects have good 
geological information and historic resources that warrant a production plan. For these 
reasons, we believe that the company has positioned itself well for production growth in 
this area.  

Uranium Basins in Wyoming 

 
Source: Energy Metals, GMP 

Following the plant in the Powder River Basin, Energy Metals plans to build a facility in the 
Great Divide Basin. In this basin, the company controls approximately 68 million lb of 
historic resources within a 25-mile radius. Combined, the Red Rim and Antelope 
properties have relevant resources of 17.5 million lb that will be used to feed the proposed 
plant. The company expects to convert this resource of 17.5 million lb to 43-101 status by 
the end of Q3/06. 
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THE HOBSON PLANT 
We believe that the Hobson Plant was the gem of the Standard Uranium acquisition. As 
shown in the picture below, the plant has a footprint of roughly 7.5 acres and is located in 
Southcentral Texas. Although the Hobson plant is not currently in production, it is one of 
only a few ISL uranium production facilities in the United States that is fully licensed.  

Hobson Plant – Texas 

 
Source: Energy Metals, GMP 

The following table shows a summary of the current uranium production facilities in the 
United States. As indicated, the Hobson plant is one of only eight ISL facilities in the 
United States. Of these eight, only four are currently in operation. We believe this makes 
the Hobson plant a very valuable asset for the company. (There are also four 
conventional uranium processing plants in the United States, but only the White Mesa and 
Canon City mills are currently in operation. Also, U.S. Energy Corporation has applied for 
a state license to restart the Shootaring Canyon mill.) 

Strategically, the Hobson 

plant is a very valuable asset. 

Hobson is one of only eight 

ISL facilities in the United 

States. 
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U.S. Uranium Production Facilities 

State Name Owner Plant Type Status

Utah White Mesa International Uranium Conventional In Operation
Colorado Canon City Cotter Corporation Conventional In Operation
Wyoming Sweetwater Kennecott Uranium Co. Conventional On Standby
Utah Shootaring Canyon Plateau Resources Ltd. Conventional Closed

Nebraska Crow Butte Crow Butte Resources Insitu Leach In Operation
Wyoming Smith Ranch/Highland PRI (Cameco) Insitu Leach In Operation
Texas Kingsville/Vasquez Uranium Resources Insitu Leach In Operation
Texas Alta Mesa Mestena Uranium LLC Insitu Leach In Operation
Texas Hobson Energy Metals Insitu Leach On Standby
New Mexico Churchrock HRI, Inc. Insitu Leach Permitted
New Mexico Crownpoint HRI, Inc. Insitu Leach Partial Permit
Wyoming Christensen Ranch Cogema Insitu Leach Closed

Conventional Plants in Operation (2 out of 4)

Insitu Leach Plants in Operation (4 out of 8)

Total Plants in Operation (6 out of 12)  
Source: Energy Information Administration, GMP 

Construction of the Hobson plant started in 1978 and commercial production began in 
1979. We expect the restart of the plant to be relatively simple, given that Dennis Stover 
(Chief Operating Officer of Energy Metals) was on the team that designed, engineered 
and commissioned the plant while he was with Everest Minerals Corporation. As indicated 
in the graph below, uranium production from Hobson gradually increased through the 
1980s. Hobson is one of the ISL facilities that gained market share over conventional 
plants in an environment of falling uranium prices. The facility reached a peak production 
level of 0.6 million lb per year in 1986, which was close to its demonstrated capacity of  
0.7 million lb. However, after 1986, the production level at Hobson began to fall as very 
low uranium prices of roughly US$15/lb persisted. In 1988, the plant was finally closed 
and put on care and maintenance. 

Hobson Uranium Production 
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The Hobson plant is one of the 

only licensed uranium 

production facilities in the 

United States. 
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While Hobson was in operation during the 1980s, a satellite concept was employed. 
Under this concept, a remote satellite ISL facility was used together with the central 
Hobson plant such that the company would send a resin loaded with uranium from the 
satellite facility to Hobson for processing. Because the satellite ISL mines were located 
within economic haulage distances of the central plant, uranium production costs were 
minimized. For example, in 1981, the Hobson plant processed feed from the Las Palmas 
satellite operation that was 150 miles away. Each remote satellite location contained the 
wellfields, an ion exchange plant and a wastewater disposal system. Concentrated resin 
from the ion exchange plant was trucked to the central plant for uranium recovery, 
precipitation and drying. Then, the uranium was stripped from the resin and the resin was 
returned to the satellite facility to be reused. Roughly 99% of the resin is reused in this 
process, which is important since resin is a large part of the upfront capital cost for a 
processing plant. This satellite concept proved to be very economical and will be used by 
Energy Metals for the Hobson plant together with the La Palangana property, which is 
only 105 miles away from Hobson, compared to the distance of 150 miles for Las Palmas. 

For Energy Metals to restart the Hobson plant, the company will be required to spend 
roughly US$6 million. This expenditure will cover the reopening of the plant and an 
expansion of the demonstrated capacity from 0.7 to 1.0 million lb of uranium per year. 
Furthermore, since the Hobson Plant is already fully licensed, the company will not be 
required to attain a permit for its operation. This has allowed Energy Metals to save 
almost two years in getting into production. As a result, the company now expects to be 
producing uranium from Hobson by the end of 2007, provided the necessary permits are 
in place. 

TEXAS PRODUCTION PLANS 
Energy Metals is now focused on bringing the Hobson Plant into production at the end of 
2007 with feed from the La Palangana property. The La Palangana property is located 
only 105 miles away from Hobson by paved road. At Hobson, roughly US$6 million will be 
required to restart the plant and increase its capacity from 0.7 million lb of uranium per 
year to 1.0 million lb. At La Palangana, the company will need to construct a satellite plant 
at a cost of roughly US$5 million. Energy Metals also estimates that approximately  
US$1 million will be required for waste management to assure proper reclamation of the 
property following the production. All together, the company estimates that it will cost 
about US$12 million to develop 1.0 million lb of annual uranium production from Texas. 
Roughly US$6 million will be spent in 2007 and US$6 million in 2008. The following table 
schematic shows the various processes that will be carried out at La Palangana and 
Hobson. 

Production costs can be 

minimized with the “satellite” 

concept. 
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production will be US$12 
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La Palangana-Hobson Process Flowsheet  

 
Source: Energy Metals, GMP 

Construction for the expansion at the Texas facilities will likely start in early 2007, as it will 
take roughly six months to complete as also because Energy Metals needs to get an 
operating license for the La Palangana property first. This should give the company more 
than enough time to complete the build since it is targeting production late in 2007. 
Currently, the La Palangana property has 43-101 resources of 5.7 million lb, which will 
allow the operation to produce uranium for just over five years. With this in mind, Energy 
Metals will likely work to upgrade this resource to extend the mine life. In fact, there has 
been very little exploration done on the 6,200 acres of land that Energy Metals owns 
around La Palangana. This is mainly because the uranium price fell in 1979 before any 
major exploration had been completed. At this point, the deposit remains open in all 
directions.  

Once the Texas operations are up and running, Energy Metals estimates that the total 
cost of the production will be roughly US$20/lb. Cash costs will be approximately 
US$13/lb. This low cost structure is typical for ISL mining operations, but it also reflects 
the shallowness of uranium deposits in Texas, ranging in depth from 200 to 700 feet. La 
Palangana is at the lower end of this range with mineralization at 300 to 350 feet, which 
makes well preparation less costly. Finally, because the climate is warmer in Texas than it 
is in Wyoming, less cold weather preparation is needed. Again, this reduces costs since 
the company can avoid expensive preparatory work to insulate the pumps and pipes to 
protect them from freezing. Mines in Texas are also subject to the Capital Assets Tax, 

Cash costs in Texas are 

estimated to be only US$13/lb. 
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which is less than 1% of revenue per year. The mine site is covered by both the DeHoyos 
and the Schallert leases, which both have payable royalties. However, only one of the 
royalties would be payable at any given time depending on where the mining was taking 
place. To be conservative, we have used the higher Schallert royalty schedule in our 
model. This royalty is structured as a percent of revenue and is dependent on the realized 
uranium price as shown in the table below.  

Schallert Royalty Schedule 

Revenue
U3O8 Price (US$//lbs) Royalty

$25 or less 7%
$25.01 to less than $30.01 8%
$30.01 to less than $40.01 9%
$40.01 or more 10%  
Source: Energy Metals, GMP 

PRODUCTION FROM WYOMING WILL FOLLOW 
Following the Hobson plant in Texas, the next stage of production will come from 
Wyoming where Energy Metals plans to build two production facilities. These two facilities 
will be built in the Powder River Basin and Great Divide Basin. The company plans to 
build its first Wyoming plant in the Powder River Basin as we discussed earlier. 
Management estimates that the first proposed Wyoming plant will cost roughly US$24 
million to construct for an annual production capacity of 2.0 million lb per year. The capital 
will be spent in 2009. (This capital expenditure estimate includes reclamation.) Also, the 
company estimates that this facility will have a life-of-mine cash cost of roughly US$15/lb 
and a total cost of about US$25/lb. The costs in Wyoming are slightly higher because of 
lower grades, higher labour costs, deeper deposits and extra insulation required for the 
cold winters. The depth of the Wyoming deposits ranges from 400 to 1100 feet, compared 
with Texas at roughly 200 to 700 feet. These higher operating costs are mitigated slightly 
by lower acquisition costs and lower royalties in Wyoming.  

As shown in the table below, production for this Powder River Basin plant will be fed from 
the Nine Mile Lake, Peterson and Moore Ranch properties. The table below also shows 
the planned schedule for resource conversion. Energy Metals estimates that it can 
convert a total of 16.7 million lb of uranium to 43-101 compliance from these three 
properties by the end of Q3/06. After these conversions are fully completed, the company 
will have a total of 16.7 million lb to feed the Powder River Basin plant, which should 
ensure a mine life of at least eight years. The startup of the Powder River plant is planned 
for the end of 2009.  

Wyoming production will start 

at the end of 2009 in the 

Powder River Basin. 
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Texas and Wyoming Production Plans 

Contained 43-101 Annual Prod'n Start-up
Project State Mill U3O8 (mm lbs) Status U3O8 (mm lbs) Date

Palangana TX Hobson 5.7 Completed 1.0 End-2007

Nine Mile Lake WY Powder River Basin 9.0 Q3/06
Peterson WY Powder River Basin 2.5 Q3/06
Moore Ranch WY Powder River Basin 5.2 Q3/06 2.0 2009

Red Rim WY Great Divide Basin 2.5 Q3/06
Antelope WY Great Divide Basin 15.0 Q3/06 2.0 2010

Aurora OR Not Determined 18.3 Completed
Crownpoint NM Not Determined 21.3 Completed
Hosta Butte NM Not Determined 13.3 Completed

5.0 By 2010Total Planned Production  
Source: Energy Metals, GMP 

After this first Wyoming plant, the company plans to build a second plant in the Great 
Divide Basin. This plant will essentially be a carbon copy of the first plant with an annual 
capacity of 2.0 million lb at a similar cost of roughly US$24 million. (The capital will be 
spent in 2010.) Production from this second Wyoming plant is being planned to begin in 
2010, or one year behind the first Wyoming plant. As shown in the table above, the 
second plant will be supplied with feed from the Red Rim and Antelope properties. Energy 
Metals is planning the conversion of the remainder of its resources to meet 43-101 
compliance by the end of Q3/06. Overall, this will give the company a total of 17.5 million 
lb of compliant resources to feed the plant. With the planned annual capacity of 2.0 million 
lb per year, this will assure a mine life of more than eight years. Adding up the company’s 
plans in Texas and Wyoming, we estimate that Energy Metals could be producing roughly 
4.5 million lb of uranium by 2012. Mines in Wyoming are subject to a Mineral Severance 
Tax totalling roughly 4% of revenue, as well as a Property Tax estimated at about US$0.5 
to US$1.0 million per year. There are also some royalties that will need to be paid to the 
previous landowners, which range from 2% to 4% of revenue. To be conservative, we 
have modelled a royalty of 4% in Wyoming. The following table shows a schedule of the 
capital requirements and the planned uranium sales for Energy Metals’ planned projects. 
We have not shown the 2006 calendar year since the company is not planning any capital 
expenditure or uranium production this year. 

Production from the Great 

Divide Basin will follow one 
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Schedule of Capital Expenditures and Uranium Sales 
Project Production 2007 2008 2009 2010 2011 2012

Hobson (mm lbs) -         0.7         1.0         1.0         1.0         1.0         
Powder River (mm lbs) -         -         0.5         1.0         1.5         2.0         
Great Divide (mm lbs) -         -         -         0.3         1.0         1.5         

Total -         0.7         1.5         2.2         3.5         4.5         

Project Capital 2007 2008 2009 2010 2011 2012

Hobson (US$ mm) 5.9         5.9         -         -         -         -         
Powder River (US$ mm) -         -         24.0       -         -         -         
Great Divide (US$ mm) -         -         -         24.0       -         -         

Total 5.9         5.9         24.0       24.0       -         -          
Source: Energy Metals, GMP 

The graph below shows Energy Metals’ total expected production. Production is expected 
to begin late in 2007, but the first uranium will likely be used to build a small inventory 
buffer. 
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MANAGEMENT 
Energy Metals has an impressive management team with direct experience starting up 
U.S.-based mining projects. The company is currently being led by Paul Matesyk 
(President & CEO) who has more than 25 years of experience in the acquisition, 
development and promotion of mineral companies. Also, through the company’s 
development, Mr. Matesyk has aligned himself with other talented individuals like Dennis 
Stover and William Sheriff, who have been instrumental in growing the company to where 
it is today. 

Paul Matysek is an experienced geochemist/geologist with an M.Sc. in Geology. He has 
held management and director positions with several natural resource exploration and 
development companies. Mr. Matysek was also instrumental in the acquisition and 
development of a number of significant precious metal and base-metal properties. 
(Included in this group is the 2.4 million-oz Crucitas Gold Project in Costa Rica and the 

Management is impressive, 

with hands-on experience at 

the Hobson plant. 
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500,000-oz Altintepe Gold Project in Turkey.) Mr. Matysek has been involved in raising 
more than $200 million for various exploration and development projects since 1999. In 
his capacity as President and CEO of Energy Metals, Mr. Matysek has raised more than 
$100 million to date and has effectively taken the company from a junior startup to a major 
uranium developer poised for production with a market capitalization of roughly  
$400 million. 

Dennis Stover (President) was the Project Manager responsible for the development and 
startup of the Smith Ranch operation, which was a grassroots project at the time. While at 
Everest Minerals, Dr. Stover acted as the Chief Engineer for the Highland operation (the 
largest ISL uranium operation in the United States) and was instrumental in converting the 
project from a conventional processing plant to an ISL facility. (Dr. Stover worked directly 
for Wallace Mays at Everest Minerals, the current Operations Manager at UrAsia Energy.) 
He was also a key individual involved with the design, engineering and commissioning of 
the Hobson plant in Texas. With his specific experience at the Hobson plant, we believe 
Dr. Stover will be crucial in assuring a smooth restart of the facility. Dr. Stover also acted 
as the senior technical advisor for Cameco’s Inkai project in Kazakhstan and has 
consulted for Cameco (and other major producers) on various other projects. More 
information on the company’s management is available in Appendix A. 

FINANCIAL POSITION 
The table below shows the financial structure of Energy Metals following its most recent 
financings. (Both the brokered and non-brokered equity issues were incorporated.) The 
share totals in the table below also include shares, options and warrants for the assumed 
completion of the Quincy Energy transaction. The company currently has no debt and the 
maximum strike price on all outstanding dilutive securities $7.10 per share. In the recent 
equity offering that closed on April 7, 2006, the company raised gross proceeds of $30.3 
million in a best-efforts private placement. A total of 5.5 million units were sold at a price 
of $5.50 each. Each unit included one share and one halfshare purchase warrant with a 
strike price of $6.50 per share for two years. These warrants are callable by the company 
if the share price remains above $7.50 for a period of 20 consecutive trading days.  

Corporate Structure 

Item Shares

Issued & Outstanding 64.2
Options & Warrants 15.8

Fully Diluted 80.0  
Source: Energy Metals, GMP 

The non-brokered private placement closed on April 21, 2006 for gross proceeds of  
$28.6 million. The non-brokered placement also consisted of units priced at $5.50 each, 
which included one share and one half-share purchase warrant with the same terms as 
the brokered placement (strike price of $6.50 per share for two years, but callable at  
$7.50 per share). With the non-brokered placement, the company also paid finders fees of 

Energy Metals has recently 

completed two placements for 

gross proceeds of $58.9 

million.  
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$0.3 million in cash and issued 47,764 warrants. The warrants are exerciseable into one 
common share at a price of $5.50 until April 13, 2008. Overall, both of the placements 
raised total gross proceeds of $58.9 million. Including these proceeds, the company now 
has approximately $74 million in cash or $166 million on a fully diluted basis.  (Assuming 
the Quincy acquisition is completed, Energy Metals will have roughly $79 million in cash 
or $180 million on a fully diluted basis.) 

The next table shows how Energy Metals intends to use the proceeds from these recent 
placements. A total of roughly US$12 million will be required to bring the Texas operation 
into production (US$6 million at Hobson, US$5 million at La Palangana and US$1 million 
for waste management). The company also intends to spend some capital on exploration 
at La Palangana to expand its resources and extend the mine life beyond five years. The 
company will use the remainder of the proceeds for general corporate purposes and for 
potential acquisitions. 

Use of Proceeds from Placements 

Item (US$mm)

Refurbish Hobson Mill 6.0
Palangana Satellite Plant 5.0
Waste Management 1.0

Total 12.0  
Source: Energy Metals, GMP 

VALUATION 
For Energy Metals, we see two possibilities for positive share price appreciation: resource 
expansion and a re-rating from a non-producer to a producer. Basically, the company is 
planning to increase its attributable 43-101 resources from the current level of 58.6 million 
lb to more than 90 million lb by the end of Q3/06. The table below provides a list of some 
comparable companies, including both producers and non-producers. At first glance, 
Energy Metals looks in-line at US$4.64/lb, compared with other non-producers like  
Ur-Energy, Aurora and SXR Uranium One. However, in order to measure the value of 
resource expansion, we have also looked at the expected resource size within 12 months 
to match our 12-month target price time frame. 
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Comparables – Enterprise Value per Pound of Uranium – Current 
Current Current

Price Shares MC EV Resource EV/lbs Estimated Resource
Company Ticker ($/sh) (mm) (US$mm) (US$mm) (mm lbs) (US$/lbs) Start Date Category

Cameco CCO 43.10 349.9 13,090 12,937 526 24.57 In Prod'n Reserve.
Denison DEN 14.45 30.7 385 355 15 23.92 In Prod'n Reserve.
UrAsia UUU 2.75 476.4 1,137 956 85 11.29 In Prod'n M, I & I
Paladin PDN 3.69 444.4 1,423 1,372 157 8.77 Q3/06 M, I & I
SXR SXR 9.07 111.8 880 813 185 4.40 Q1/07 M, I & I
Energy Metals EMC 6.11 64.2 340 272 59 4.64 Q4/07 M, I & I
Ur-Energy URE 2.10 51.6 94 86 19 4.54 2008 Historic.
Forsys FSY 1.65 45.2 65 53 21 2.54 N/A Inferred.
Tournigan TVC 2.07 80.0 144 139 48 2.90 N/A Historic.
Aurora AXU 4.14 60.8 218 195 36 5.48 2011 M, I & I
Int'l Uranium IUC 5.13 88.4 394 350 56 6.25 In Prod'n Historic.
UEX Corp. UEX 3.83 179.9 598 557 65 8.57 N/A Estimated.

Average 8.31  
Source: Energy Metals, GMP 

In the next table, we have shown the expected resource one year from now. Using the 
expected resource of 90 million lb for Energy Metals, the company is valued at only 
US$3.02/lb. Other new producers such as UrAsia Energy or Paladin Resources can trade 
at over  US$7.00/lb., which really indicates some of the upside for investors in Energy 
Metals. We expect that as the company moves closer to production in late 2007, it will 
begin to trade closer to other producers, based on this metric. Paladin Resources began 
trading at a level close to other producers early in 2006, even though it will not go into 
production until September 2006. With this in mind, stocks can trade at producer valuation 
levels roughly six months prior to actually starting production. This implies that Energy 
Metals may trade at US$7.00/lb by mid-2007, which implies a stock price of $9.20 per 
share, using the company’s current metric of US$4.64/lbs of uranium. 

Comparables – Enterprise Value per Pound of Uranium – 1 Year Forward 
1-Year 1-Year

Price Shares MC EV Resource EV/lbs Estimated Resource
Company Ticker ($/sh) (mm) (US$mm) (US$mm) (mm lbs) (US$/lbs) Start Date Category

Cameco CCO 43.10 349.9 13,090 12,937 526 24.57 In Prod'n Reserve.
Denison DEN 14.45 30.7 385 355 15 23.92 In Prod'n Reserve.
UrAsia UUU 2.75 476.4 1,137 956 169 5.65 In Prod'n M, I & I
Paladin PDN 3.69 444.4 1,423 1,372 157 8.77 Q3/06 M, I & I
SXR SXR 9.07 111.8 880 813 185 4.40 Q1/07 M, I & I
Energy Metals EMC 6.11 64.2 340 272 90 3.02 Q4/07 M, I & I
Ur-Energy URE 2.10 51.6 94 86 25 3.45 2008 Historic.
Forsys FSY 1.65 45.2 65 53 21 2.54 N/A Inferred.
Tournigan TVC 2.07 80.0 144 139 48 2.90 N/A Historic.
Aurora AXU 4.14 60.8 218 195 71 2.74 2011 M, I & I
Int'l Uranium IUC 5.13 88.4 394 350 56 6.25 In Prod'n Historic.
UEX Corp. UEX 3.83 179.9 598 557 65 8.57 N/A Estimated.

Average 7.96  
Source: Energy Metals, GMP 

We also calculated a NAV for Energy Metals. For the valuation, we have used the 
schedule for capital expenditure and uranium sales that we presented in a table earlier. 
We have also used a 10% discount rate, which is consistent with our valuation for both 
Cameco and UrAsia Energy. For recoveries, we have used 80% for Texas and 75% for 

Energy Metals may begin 

trading like a producer by 

mid-2007. 
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Wyoming. We view this as conservative given that a nearby Texas operation achieved 
recoveries ranging from 85% to 95% in a similar deposit. For Texas, we have used cash 
costs of US$13/lb and total costs of US$20/lb. For the two planned Wyoming projects, we 
have used cash costs of US$15/lb and total costs of US$25/lb. To value the properties in 
New Mexico and Oregon, we have used a calculation based on a value per pound of 
uranium resource. Since these assets are not yet a part of the company’s production plan, 
we have assigned a value of US$4.00/lb to the resources, which we view as reasonable. We 
have also used a 30% effective corporate tax rate. Finally, we have added $180 million of 
cash, which assumes the completion of the Quincy transaction as well as the redemption of 
all outstanding dilutive securities which have a maximum strike price of $7.10 per share. 
Using all of these assumptions, we calculate a NAV for the company of $6.97 per share 
(fully diluted). A summary of the NAV is shown in the table below. Note that the company 
also owns some gold properties in the United States, but we have not assigned any value to 
them since they are relatively minor compared with its uranium properties. 

NAV Breakdown 

NAV NAV
Project State Start Date Life Interest (C$mm) (C$/sh)

Hobson Texas Late 2007 5 yrs 99% $52 $0.65
Powder River Wyoming Mid 2009 8 yrs 100% $50 $0.63
Great Divide Wyoming Mid 2010 8 yrs 100% $31 $0.39

Subtotal $133 $1.67

Resource New Mexico Unclear N/A 100% $159 $1.99
Resource Oregon Unclear N/A 100% $84 $1.05

Subtotal $244 $3.05

Working Capital $79 $0.99
Proceeds from Warrants $101 $1.26

Subtotal $180 $2.25

Total NAV (C$) $557 $6.97  
Source: GMP 

The table below shows the NAV for Energy Metals, Cameco and UrAsia Energy. On a 
relative basis, Energy Metals looks quite attractive since it is trading at a 12% discount to 
its NAV, compared with UrAsia Energy at a 12% premium and Cameco at a 45% 
premium. Although the company is not yet in production, we believe that it will likely trade 
at a premium to its NAV as it moves closer to production. 

We calculate a NAV for Energy 

Metals of $6.97 per share. 



Energy Metals Corporation 29 May 19, 2006 

 

Comparables: NAV 

Price NAV P/NAV
Company ($/sh) ($/sh) ($/sh)

Cameco 43.10 29.78 1.45
UrAsia 2.75 2.14 1.12
Energy Metals 6.11 6.97 0.88

Average 1.15

The NAV for UrAsia Energy is in US dollars.  
Source: GMP 

RECOMMENDATION 
Overall, we see lots of potential for upside to Energy Metals’ stock. As we mentioned 
earlier, we expect the share price to appreciate as the company moves closer to 
production at the end of 2007. In the near term, we anticipate that there will be a number 
of press releases that may act as positive catalysts, such as resource upgrades to 43-101 
status or news related to permitting or construction progress at the Hobson plant. Energy 
Metals is being led by a very capable management team and Dennis Stover has direct 
experience with the Hobson Plant in Texas, which significantly lowers the startup risk for 
the facility. We view Energy Metals as a company with solid growth potential, and a 
reasonable risk profile since its assets are located in the United States. Assuming that the 
company’s shares could trade at a level of at least US$7.00/lb from its current level of 
US$4.64/lb would imply a target price of $9.20 per share. Also, using a 1.3 times multiple 
to our NAV of $6.97 per share would imply a target price of $9.05 per share. We view a 
1.3 times multiple to NAV as reasonable for a near term producer given our multiple for 
producing companies such as UrAsia Energy and Cameco of 1.75x and 1.9x, 
respectively. We are initiating coverage of Energy Metals with a BUY recommendation 
and a target price of $9.00 per share. 

RISKS 
Although our outlook for uranium is quite bullish, we realize that the prices could turn 
earlier than expected. An accident such as the one at Three Mile Island in 1979 or at 
Chernobyl in 1986 would certainly have a material effect on the sector and the share 
prices of any uranium producers. The safety levels of nuclear reactors have increased 
considerably over the years, making the possibility of an accident lower now then it may 
have been back in the 1970s. However, we cannot rule out the possibility that a reactor 
could have a mishap in the future. This commodity risk is concentrated with a pureplay 
uranium company like Energy Metals, which does not produce other metals. 

Energy Metals could also experience some delays with the startup of the Hobson plant. If 
the project were to be delayed, we expect that it would be because permits were not 
received in time for the planned commissioning. To begin production, the company will 
need to address some permitting issues at both Hobson and La Palangana. Although 
Hobson is a fully licensed nuclear facility, Energy Metals will need to write an amendment 
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to the licence to allow it to process material from La Palangana. This will require a filing to 
the State of Texas that specifies La Palangana as a new feed source for the Hobson 
plant. Based on conversations with the company, we do not expect this amendment to 
hold up the planned production between now and Q4/07. In fact, management expects to 
have the amendment completed and in place by Q4/06. Also, the company can begin the 
planned expansion of the Hobson plant to accommodate feed from La Palangana prior to 
completing this amendment. This means that construction and spending of the planned 
US$6 million upgrade can proceed before the amendment has been completed. The 
company may require an additional amendment to increase the capacity of the Hobson 
plant from 0.7 to 1.0 million lb. Although this amendment could present some delays, the 
company expects that this amendment will also be relatively easy to attain. 

The second issue that the company must address is a mining or operating permit for La 
Palangana, which has the potential to delay the planned start date of Q4/07. However, the 
company seems to be well positioned to attain this license in time. In fact, Energy Metals 
has hired Curt Sealy as its Environmental Manager, and he has started a baseline study 
at La Palangana, which is a requirement of licensing. The study will evaluate the 
reclamation procedure for the operation. Furthermore, construction at La Palangana and 
wellfield expansion can begin immediately without the mining permit. The permit is 
needed only to start the pumps that begin the mining or ISL process. Therefore, the 
company can begin the planned US$5 million construction at La Palangana to prepare the 
site for mining. The company has already started the process of attaining this mining or 
operating permit and estimates that it may take 12 to 18 months to get the permit. Under 
this time frame, the permit could possibly delay the mining process. 

Energy Metals is also somewhat exposed to risk because of the higher-cost nature of its 
planned Wyoming production facilities. With this in mind, the planned Wyoming production 
plants may be swing producers. At a cash cost of US$15/lb, the company’s operations are 
currently near the upper end of the cost curve. However, we believe that more primary 
production will be needed after 2013 to meet the expected demand for uranium. This 
would require another layer of higher-cost producers and would move Energy Metals 
further down the cost curve and lessen the likelihood of closing operations in a low 
uranium price environment. 
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APPENDIX A: MANAGEMENT TEAM 
Paul Matysek, M.Sc., P.Geo., President & CEO, Director. Mr. Matysek is a Professional 
Geologist and senior mining executive with more than 25 years of national and 
international experience providing strategic, technical and administrative leadership in the 
acquisition, development and promotion of mineral properties worldwide. Since 1997, Mr. 
Matysek has been involved with the corporate development of seven junior mining 
companies. The list includes First Quantum Minerals Ltd., First Majestic Resource Corp., 
Vannessa Ventures Ltd., Dundarave Resources Ltd., Odyssey Resources Ltd. and 
Mandalay Resources Ltd. Acting in a senior management capacity, from Vice President of 
Exploration and Development through to President or CEO, he has raised more than 
US$170 million dollars and has assisted in the acquisition or development of advanced 
uranium deposits in the United States, as well as copper, gold and diamond projects in 
Brazil, Costa Rica, Canada, Chile, Democratic Republic of Congo, Ghana, Guyana, 
Mexico, Turkey, United States, Venezuela, Zambia and Zimbabwe. In his capacity as 
President and CEO of Energy Metals, Mr. Matysek has raised more than $100 million to 
date and has effectively taken the company from a junior startup to a major uranium 
developer poised for production with a market capitalization of roughly $400 million. 

Dennis E. Stover, Ph.D., Chief Operating Officer. Dennis Stover joined the Energy 
Metals team on December 1, 2005 and was a key hire for the company. Dr. Stover has 
more than 30 years of experience in the uranium industry and is responsible for the 
commercial development of the company’s U.S. uranium assets. Before joining the 
company, he led a private consulting firm founded in 2002 that provided technical services 
to both domestic and international uranium mining ventures. From 1989 until 2002, he 
served as Vice President, Engineering and Project Development, for Rio Algom Mining 
Corp. After earning a B.A. in Chemistry from Kalamazoo College and a Ph.D. in Chemical 
Engineering from the University of Michigan, he joined Atlantic Richfield Company where 
he contributed to the development of the Clay West Project, the first commercial scale 
U.S. in situ project. He served as Chief Engineer for Everest Minerals, where he worked 
under the supervision of Wallace Mays, who is currently the Operations Manager for 
UrAsia Energy. At Everest Minerals, Dr. Stover was a critical member of the team that 
took the Hobson plant from design through to construction and operation. He also 
managed the design and construction of the Highland Uranium Project as the Chief 
Engineer. (Highland is currently operated by Power Resources Inc., a U.S.-based 
subsidiary of Cameco.) Dr. Stover joined Rio Algom in 1989, where he was the Project 
Manager responsible for the development and startup of the Smith Ranch uranium 
recovery facilities. An author of numerous papers regarding in situ uranium recovery, he 
has co-authored three IAEA guidebooks and manuals related to both acidic and alkaline 
uranium ISL technology. He has also authored six patents relating to this technology. 

William Sheriff, M.Sc., Director of Corporate Development. Mr. Sheriff holds a B.Sc. in 
Geology from Fort Lewis College and conducted graduate studies at the University of 
Texas-El Paso in Mining Geology and Mineral Economics. He is known to be one of the 
leading prospect developers in the Western United States and has developed projects for 
Newmont, Anglo, Uranerz, Atlas, Cordex, Homestake and FMC. Over his career,  
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Mr. Sheriff has worked with Cyprus-Minerals-AMOCO and, as a Research Geologist, for 
Amselco Exploration. From 1985 until he joined Energy Metals, he was the founder and 
President of Platoro West Incorporated, a minerals exploration firm specializing in project 
identification and acquisition throughout the Western United States. Platoro West has 
exclusive access to proprietary databases from Union Carbide, U.S. Smelting,  
UV Industries, Ranchers Exploration and Hecla Mining. More recently, Mr. Sheriff acted 
as the President of Pacific Intermountain Gold Corporation, which is a private corporation 
owned by Seabridge Gold Corporation.  

Stephen P. Morzenti, P.E., P.G., Chief Technical Advisor. Stephen Morzenti holds a 
B.Sc. in Engineering Science and an M.Sc. in Geological Sciences from Lehigh 
University. He is both a Professional Engineer and a Professional Geologist, registered in 
Wyoming. Mr. Morzenti will assist in the oversight and direction of the company’s 
operations in Wyoming and will be responsible for recruiting a technical staff for the new 
Casper, Wyoming, office. Mr. Morzenti has more than 30 years of experience in the 
industry. Over his career, he has focused on natural resource project management, 
operations, technical management, permitting and regulatory compliance. He began his 
career as an exploration geologist and geostatistician with Exxon Minerals Company from 
1972 to 1980. Through the 1980s, he was the Chief Geologist, Technical Superintendent 
and Project Manager at the Highland Uranium Project, where he helped to complete the 
project on time and under budget, with production that exceeded expectations. In 1990, 
Mr. Morzenti became the Resident Manager and Vice President of Operations and 
Development for PRI, where he was a key member of the team that took the company 
through the IPO process and subsequently sold the company to Cameco in early 1997 for 
US$107 million.  
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APPENDIX B: FINANCIALS 
Income Statement ($mm) 

Fiscal Fiscal Fiscal Fiscal Fiscal
2005A 2006E 2007E 2008E 2009E

Revenue 0.1 1.3 2.0 24.0 75.8
COGS 0.0 0.0 0.0 6.5 20.9
Wellfield Preparation 0.0 0.0 0.0 1.6 5.8
Exploration 0.0 0.0 1.4 3.1 3.6
SG & A 2.1 4.7 4.9 5.3 5.7

EBITDA (1.9) (3.4) (4.3) 7.4 39.8

Depreciation 0.0 0.1 0.1 1.0 3.1

EBIT (2.0) (3.5) (4.3) 6.4 36.7

Interest Expense 0.0 0.0 0.0 0.0 0.0

EBT (2.0) (3.5) (4.3) 6.4 36.7

Taxes 0.0 0.0 0.0 (3.1) (11.0)

Net Income (2.0) (3.5) (4.3) 9.5 47.7

EPS (0.13) (0.04) (0.05) 0.12 0.57
CFPS (0.13) (0.04) (0.05) 0.13 0.61

Shares Basic (mm) 15.1 32.0 67.7 68.5 69.2
Shares Fully Diluted (mm) 15.1 80.0 81.0 82.0 83.0

Year-End June 30th.  
Source: GMP 
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Balance Sheet ($mm) 

Fiscal Fiscal Fiscal Fiscal Fiscal
2005A 2006E 2007E 2008E 2009E

ASSETS
   Cash and Equivalents 19.7 74.9 67.4 67.1 90.0
   Receivables & Prepaid Expenses 0.1 0.2 0.3 3.6 11.4
   Inventory 0.0 0.0 0.0 1.7 5.3
   Other 0.7 0.1 0.1 0.1 0.1
Total Current Assets 20.5 75.2 67.9 72.5 106.8

   Property, Plant & Equipment 3.2 54.6 58.0 63.8 78.5
   Other 0.1 0.1 0.1 0.1 0.1
Total Assets 23.8 129.9 126.0 136.4 185.5

LIABILITIES
   Accts Payable & Accrued Liabilities 0.1 0.1 0.0 0.4 1.3
   Current Portion of Long-Term Debt 0.0 0.0 0.0 0.0 0.0
   Other 0.0 0.0 0.0 0.0 0.0
Total Current Liabilities 0.1 0.1 0.0 0.4 1.3

   Long-Term Debt 0.0 0.0 0.0 0.0 0.0
   Future Income Taxes 0.0 10.8 10.8 10.8 10.8
Total Liabilities 0.1 10.9 10.8 11.2 12.1

SHAREHOLDERS EQUITY
   Share Capital 34.9 132.1 134.2 134.7 135.2
   Retained Earnings (Deficit) (12.9) (16.4) (20.7) (11.2) 36.5
   Contributed Surplus 1.2 1.8 1.8 1.8 1.8
   Commitment to Issue Shares 0.5 1.5 0.0 0.0 0.0
Liabilities & Shareholders Equity 23.8 129.9 126.0 136.4 185.5

Year-End June 30th.  
Source: GMP 
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Cash Flow Statement ($mm) 

Fiscal Fiscal Fiscal Fiscal Fiscal
2005A 2006E 2007E 2008E 2009E

OPERATING ACTIVITIES
   Net Income (2.0) (3.5) (4.3) 9.5 47.7
   Depreciation & Amortization 0.0 0.1 0.1 1.0 3.1
   Receivables & Prepaid Expenses (0.1) (0.0) (0.2) (3.3) (7.8)
   Inventory 0.0 0.0 0.0 (1.7) (3.6)
   Accts Payable & Accrued Liabilities 0.1 0.0 (0.1) 0.4 0.9
   Other 0.9 1.5 0.0 0.0 0.0

(1.1) (1.9) (4.5) 6.0 40.2

FINANCING ACTIVITIES
   Proceeds from Share Issuances 21.5 60.0 0.5 0.5 0.5

21.5 60.0 0.5 0.5 0.5

INVESTING ACTIVITIES
   Acquisition of Mining Assets (0.1) (0.1) 0.0 0.0 0.0
   Investment in Mining Assets (1.0) (2.7) (3.4) (6.8) (17.8)
   Other 0.1 0.0 0.0 0.0 0.0

(1.0) (2.8) (3.4) (6.8) (17.8)

Net Cash Change During Period 19.3 55.2 (7.5) (0.4) 23.0
Cash - Beginning of Period 0.4 19.7 74.9 67.4 67.1
Cash - End of Period 19.7 74.9 67.4 67.1 90.0

Year-End June 30th.  
Source: GMP 
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