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Selling some of the Jewells pulls value forward

Pioneer Resources has announced the sale of the Tregurtha and Hughes gold deposits and
the western portion of the Mt Jewell tenement for a consideration of A$8 million. The
following figure shows the portion of the Mt Jewell tenement sold.
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The consideration is all cash with A$50,000 already paid to Pioneer as a non-refundable
deposit. The remaining consideration will be paid in four instalments, with the first being
A$4.45 million on 30 April 2012. The remaining consideration will be received in instalments

of A$1.2 million on 6t March 2013 and 2014 and the final instalment of A$1.1 million on 6th
March 2015.

To secure the payment stream, Pioneers will have a first mortgage over that part of the Mt
Jewell tenement sold and the Tregurtha and Hughes gold deposits. We consider the
security to be more than adequate to cover the outstanding consideration.

Applying a net present value (NPV) discount to the instalments to be made over the life of
the plan and using the current annual inflation rate in Australia of 3.1% as the discount

factor; the value today is $3.3 million. We determine the NPV value of the transaction today
is circa A$7.8 million.
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Importantly, the in-ground consideration received per ounce of resource is A$42 per
ounce, based on our NPV calculation. We consider the A$42 received per ounce of gold
resource is fair. The following chart shows comparable gold deposit transactions (Pioneer’s
Mt Jewell is highlighted).
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The A$42 per ounce in-ground value received, brings forward the future value of both the
Tregurtha and Hughes deposits and eliminates development risk and associated costs.

We are comfortable with the structure of the transaction as it allows Pioneer to carryout an
extensive exploration programme immediate, while allowing cash to flow-in in the coming
years. The company’s current cash position is approximately A$2.9 milion. Add the A$4.45
million to come immediately and the future payments; near-term calls on shareholders
should be minimal. Calls on fresh capital will always however be dependent on exploration
success.

Going forward we consider the company is well positioned to continue to explore the
remaining part of the Mt Jewell tenement retained and also Juglah Dome. We have
highlighted the early potential at Juglah Dome with the company already in a position to
explore priority anomalies on the tenement. We are aware that the company will focus on
Juglah Dome in the first instance and also the remaining part of the Mt Jewell tenement in
its possession.

We recommend Pioneer as a buy for those Members who do not already have
exposure to the stock and are comfortable with the risk associated with a junior
gold explorer.

As a matter of disclosure, Members should be aware that Fat Prophets, through
our Wealth Management division, acted as lead manager for a recent placement of

shares and for the company’s share purchase plan. Pioneer has paid a fee to Fat
Prophets for its services in this regard.

Market Capitalisation A$11.2m

DISCLAIMER

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the
reports published on its websites. Fat Prophets 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, Fat Prophets 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, Fat Prophets 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 the Fat Prophets Group of Companies currently hold positions in Avexa (AVX), Evolution (EVN),
Cerro Resources (CJO), Energy Action (EAX), Mt Isa Metals (MET), Telstra (TLS), Woodside Petroleum (WPL), ANZ
(ANZ), Austar (AUN), Carsales.com (CRZ), Gold Road (GOR), IOOF Holdings (IFL), Magellan Financial group (MFG),
Paladin Energy (PDN), QBE Insurance (QBE), Platinum Australia (PLA), Datasquirt (DSQ), Hodges Resources (HDG),
Newcrest Mining (NCM), Oil Search (OSH), Zambezi Resources (ZRL), Auroa Minerals (ARM), Billabong (BBG),
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Pioneer Resources (PIO), Runge (RUL), Westpac (WBC). These may change without notice and should not be
taken as recommendations.
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