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Determined to fight another day

The company is typical of many quality, junior exploration companies that are doing it tough in
the current market environment. The company boasts a strong portfolio of exploration projects
and a high quality board to properly evaluate them, but the company has to watch its spending
as the ability to replenish its cash reserves dries up. Nevertheless, with modest funding the
company is able to keep its exploration programs ticking over.

Fat Prophets initially recommended buying Pioneer at 22.5 cents in November 2007 (Fat
Mining 50). Our last review of this stock was in June (Fat Mining 130).
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From a share price perspective, the performance of Pioneer Nickel remains disappointing. As
evident on the daily chart, prices continue to drift lower, recently trading at 2 cents.

Given the decline over the past 18 months, it is likely to take some time for investor support to

turnaround. As such, we anticipate several months of consolidation at the lows, until an upward
trend is likely to emerge.
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In true Aussie battler-style in the face of real market adversity, the company has battened
down the proverbial hatches, cut its expenditure and engaged in a series of modest
fund-raisings with the support of its major shareholder, Xstrata. This has provided the company
with an appropriate level of funding to continue exploration work on a few select projects.

The company has refocused and is now primarily active on just two projects, one wholly-owned
and the other in joint venture and fully-funded by major shareholder Xstrata. This decision was
taken in the light of current economic circumstances, with Pioneer recently completed a
strategic review of its project portfolio.

Like many of its peers, Pioneer has also implemented other cost-cutting measures including
staff retrenchments, salary and director fee reductions and downsizing of the Kalgoorlie office.

Over the past six months the company made a strategic decision to scale back its exploration
activity and reduce its exploration commitments. This has involved selling equity in some
projects and deferring discretionary expenditure on others.

This has included the company’s flagship Acra joint venture with Xstrata, which has been
restructured with Xstrata taking a $170,000 placement in Pioneer, as well as providing funding
of $150,000 per quarter over a two-year period (for a total of $1.2 million) to implement
exploration programs at Acra.

In return, Xstrata will boost its stake in Acra from 75% to 80%. Xstrata now has a 19.8%
stake and is the largest shareholder in Pioneer Nickel.

Pioneer has also disposed of an 80% stake in the Pioneer Dome project to Panoramic Resources
for $100,000, but will retaining a 20% free-carried interest.

The company’s strategic review of its project portfolio has resulted in the focus on two primary
projects, comprising its 100%-owned Lignum Dam gold project and its Acra JV nickel project
with Xstrata. The company’s other projects will receive sufficient expenditure to keep them in
good standing, or will be divested.

Now let’s turn our attention to the company’s recent exploration activity, beginning with the
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Acra nickel joint venture.

By recently assuming management of the Acra JV with full funding from Xstrata, Pioneer is able
to utilise its in-house nickel sulphide expertise to continue with project advancement, without
chewing up its own cash reserves. In actual fact the structure of the deal is a tribute to
Pioneer, with Xstrata obviously recognising the company’s nickel exploration expertise.

As outlined earlier, an exploration budget of $1.2 million has been agreed for the next two
years, to be fully funded by Xstrata. On completion, Xstrata will have earned an 80% interest
in the project, whilst Pioneer will continue to be free-carried for further exploration.

Last year the joint venture announced the discovery of an intact, nickel sulphide-mineralised,
basal ultramafic contact, which greatly enhances the prospectivity of the project. Work
scheduled for completion this year includes a detailed review of the prospect geology in light of
the nickel discovery, followed by ground EM surveys and drilling later in the year.

With Acra exploration fully-funded by Xstrata, the company’s second project priority is now its
100%-owned Lignum Dam gold project, located near Kalgoorlie. The project is well situated for
development of any commercial gold discovery, located 21km northeast of the Paddington gold
mill and 35km north-northwest of the Kanowna Belle gold mill.

Previously reported work by Pioneer identified a 1.2km long geochemical corridor based on RAB
drilling, encompassing the Tregurtha and Hughes prospects. Some of the drill results from
Tregurtha include 29 metres @ 2.03g/t Au, 8 metres @ 2.52g/t Au and 4 metres @ 3.34g/t Au.

The company is encouraged by both the length of the RAB geochemical anomaly and the
elevated grades returned from shallow, wide-spaced drilling. The next planned phase of work
will be resource identification RC drilling at the Tregurtha prospect, with additional RAB drilling
to better define a number of other anomalies already identified within the project area.

Encouragingly, the company believes the Lignum Dam project has the hallmarks of a
moderate-sized gold system, with a number of features analogous to the nearby Golden Cities
gold camp. Pioneer plans to advance the project with the objective of securing a decision to
develop and mine within the next two to three years.

Importantly, the exploration work planned for the Lignum Dam project funded by Pioneer, and
the Acra JV project funded by Xstrata, will allow the company to continue to grow and provide
news flow to investors as milestones are met. This will provide Pioneer with a big advantage
over many of its junior exploration peers, many of which will have to eliminate all exploration
in order just to survive.

Whilst things will obviously be tough, retains core quality projects and a supportive major

shareholder and exploration partner in Xstrata. Pioneer Nickel will remain held within the
Fat Prophets Mining & Resources Portfolio.

Pioneer Nickel

The company is typical of many quality, junior exploration companies that are doing it tough in the current
market environment. The company boasts a strong portfolio of exploration projects and a high quality board
to properly evaluate them, but the company has to watch its spending as the ability to replenish its cash
reserves dries up. Nevertheless, with modest funding the company is able to keep its exploration programs
ticking over, mainly with the help of major shareholder, Xstrata.

Market Capitalisation A$2m
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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 ABB Grain (ABB), Aurora Minerals (ARM), Austal (ASB), Australian Wealth Management
(AUW), Avoca Resources (AVO), Avexa (AVX), Argo Exploration (AXT), BHP Billiton (BHP), Babcock & Brown Japan Property Trust
(BJT), Boart Longyear (BLY), Biota Holdings (BTA), Catalpa Resources (CAH), Catalpa Resource Options (CAHO), Coeur D'Alene
Mines (CXC), Fat Prophets (FAT), Fat Prophets Options (FATO), Fosters Group (FGL), Global Mining Investments (GMI), Lihir Gold
(LGL), Lion Selection (LST), Macarthur Coal (MCC), Maryborough Sugar Factory (MSF), Mundo Minerals (MUN), Mineral Securities
(MXX), Mineral Securities Options (MXXO), Newmont Mining (NEM), Oil Search (OSH), Oz Minerals (OZL), Progen Options (PGLO),
Platinum Australia (PLA), QBE Insurance (QBE), Rio Tinto (RIO), Roc Oil (ROC), St Barbara (SBM), Sirtex Medical (SRX), Territory
Iron Ord (TFE), Telstra Corporation (TLS), Tox Free Solutions (TOX), View Resources (VRE), View Resources Options (VREO),
Walter Diversified (WDS), Woodside Petroleum (WPL), Merrill Lynch Gold Fund, Platinum Japan Fund, Gold Bullion. 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).
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