
27 September 2007  
 
 
 
 
Dear Shareholder 
 
Some of you may be aware that one of your directors, Mr Michael Trumbull, has been 
disseminating material to selected shareholders which contains a range of claims against me and the 
Company’s management. 
 
It appears to be part of a campaign he is running in the lead-up to the October 9 General Meeting to 
gain support for the Resolution seeking my removal as your Chairman. 
 
I am deeply concerned about the misleading nature of the claims being made. 
 
I must say that I have been personally stunned by recent events – not only because Mr Trumbull’s 
claims misrepresent the true position on a range of issues, but also because the claims he now 
makes relate directly to Board decisions and a general approach which, until very recently, he has 
consistently supported. 
 
I hope you understand that to date, I have deliberately chosen not to engage in a public debate over 
these claims in the belief that it was not in the Company’s best interests. 
 
However, I am writing to you today because I have received strong feedback from some 
shareholders that they are concerned and confused and would appreciate some more information 
from the Company. 
 
Although many of Mr Trumbull’s criticisms are broad statements not necessarily accompanied by 
supporting evidence, I have endeavoured to provide as comprehensive a response as possible to his 
allegations. 
 
I strongly urge you to carefully read the material enclosed so that you are properly informed prior 
to this important vote. 
 
If there are any issues which you would like to further discuss with me, I would be happy to receive 
your call. 
 
Yours sincerely 
PANAEGIS GOLD MINES LIMITED 
 
 
 
 
 
JOHN W CORNELIUS 
Chairman 
 
Attach. 
 



MR TRUMBULL’S CLAIMS AND CHAIRMAN’S RESPONSES 
 

CLAIM: 

Mr Trumbull accuses management of being ‘below average’ citing the failure to prepare weekly updates to 
directors and monthly comparative expenditure budgets. 

RESPONSE:  

Weekly Updates to Directors - I have been on the Boards of various companies for over 30 
years.  In my experience, it is certainly not standard practice to require weekly updates for 
directors unless there is something exceptional to report.  The Board took the view – a view until 
recently supported by Mr Trumbull – that the preparation of unnecessary reports were a 
distraction for management whose time would be better spent on matters of more benefit to 
shareholders. 

Monthly Comparitive Budgets – The Board has always been provided with detailed monthly 
management accounts which contain a comprehensive picture of expenditure across every aspect 
of the Company.  It is the Board’s view – again, until recently, apparently supported by Mr 
Trumbull – that they were of equal benefit in keeping the Board properly informed of the 
Company’s financial position.  A budget and budget comparison process has been implemented. 

 

CLAIM: 

That Panaegis spent 110% of its two-year exploration budget in the first year without delivering on its stated 
Prospectus exploration/development objectives 

RESPONSE: 

The Prospectus provided a very clear program of objectives and commitments which the 
Company was seeking to achieve in its first two years.  The Company remains on track to 
achieve most of its objectives under that program, as indicated, by end June 2008.  So far as the 
expenditure budget is concerned, the Prospectus did not stipulate that the funds would be spent 
equally over the two years.  Expenditure on exploration is necessarily driven by the 
commitments outlined in the Prospectus and is varied according to the results achieved. Again, 
Mr Trumbull participated in all Board discussions on these issues and supported the decisions 
taken relating to exploration expenditure. Because Mr Trumbull’s claims in this regard are quite 
general, I think it may be helpful to provide some detail on our objectives as outlined in the 
prospectus and some of our achievements to date. 

For instance, at the Nagambie Project, the exploration objectives were three-fold. 

Firstly, to implement a drilling programme to extend the current estimated volume and further 
define contiguous mineralisation.  Secondly, the company would explore laterally and at depth 
to ascertain the extent, form, grades and mineralisation and, thirdly, to explore for extensions 
and repetitions of this mineralisation below cover within the tenements. 
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This is what we have achieved. 

The Company completed its drilling program of twenty-six holes in time and close to budget.  
As a result, it earned a 51% interest in the project from Perseverance Mining Pty Ltd and met its 
exploration objectives.  The drill holes were targeted to define the zone of mineralisation at 
greater depths than it had previously been encountered.  Although we are aware that an increase 
in Resource has been achieved, the relatively small number of drill holes does not allow for a 
JORC estimation to be carried with any surety at this stage.  The earlier JORC estimation was 
based on over three hundred drill holes. 

The drilling and soil sampling programmes further outlined the contiguous nature of the 
mineralisation anomalism laterally and at depth from the mines.  The regional soil sampling has 
also identified further mineralisation anomalism in several areas proximal to the mine and in 
some instances earlier drilling has also confirmed the presence of gold mineralisation associated 
with these soil anomalies.  The results of all these exploration activities has allowed Panaegis to 
gain a very detailed understanding of the gold mineralisation type and styles developed within 
the Nagambie region and positioned the company as a major exploration tenement holder within 
an area that at this stage in its exploration development shows a lot of potential but is still 
grossly under-explored. 

Likewise, drilling programmes were also carried out at Redcastle, Taradale and subsequently at 
Piggoreet which, were unanimously agreed by the Board and in line with the Prospectus. 

 

CLAIM: 

That the Company moved into expensive new offices in Melbourne (which Mr Trumbull said were formerly the JB 
Were offices) which will cost $1.35m in rental commitments over the life of the lease.  Mr Trumbull also questioned 
why there was a need for a Melbourne office, suggesting the Company already had a Heathcote office.  

RESPONSE: 

The offices are not new.  They have been occupied by the Over 50’s Group for some 12 years.  
The fitout and all of the second-hand furniture were left in-situ by Over 50’s, providing a 
substantial saving for Panaegis.   

The $1.35m figure used by Mr Trumbull is misleading.  (Please refer to Note 18(c) page 57 of 
the 2007 Annual Accounts).  The proper presentation of this information, as required by 
Auditors Deloitte’s, was agreed to by Mr Trumbull as part of a unanimous Board resolution on 
14 September 2007, only days before his September 19 letter to some shareholders which 
misrepresents the true position.  The $1.35m is a gross figure for the five year lease which does 
not include rent payable by a number of sub-lessees.  When the rental income from the two 
primary sub-lessees (Companies associated with Mr Ristrom and myself which have committed 
for the full five years) are taken into account, it more than halves the Panaegis net rental over the 
five years to to $658,551.  A number of other sub-lessees are on rolling 3-month leases.  If their 
rents are taken into account over five years, the Panaegis rental reduces further to $490,926 over 
five years – bringing the annual rental commitment for the Company down to $98,185 per year. 
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Importantly, Mr Trumbull participated in and supported every stage of the decision-making 
process on this entire issue at six separate Board meetings over an 8 month period leading up to 
the relocation in June 2007. 

The Heathcote ‘office’ Mr Trumbull refers to is actually a shopfront which has no capacity to 
house the Company’s corporate operation.  (Heathcote provides an operational base for the 
Company’s widely geographically dispersed exploration areas).  The Heathcote ‘office’ only 
became available and operational in February/March 07 leaving IMI Consulting’s South 
Melbourne Office the only viable Company office facility until that time. 

The suggestion that Panaegis not have a presence in Mebourne’s CBD is counter to the practice 
of many other publicly listed mining companies.  It is common practice because there are strong 
practical reasons for companies being located in city areas where there is ready access to 
financial, legal and other business services.   

Prior to Panaegis locating in the Collins Street offices, IMI Consulting was twice requested to 
extend its lease at South Melbourne to accommodate Panaegis from October 2006 to June 2007.   

As to the Lease Bond of $113,000 paid on Collins Street, it attracts from Panaegis bankers 6.6% 
interest. 

CLAIM: 

John Cornelius is not a mining engineer and does not have gold exploration/mining experience 

RESPONSE: 

That is true.  I have held positions in various ASX listed resource companies for 37 years and 
served on various Boards for more than 30 years. 

Of more significance though is that Panaegis’ Chief Operating Officer/Exploration Manager, Dr 
John Cottle, is a vastly experienced Exploration Geologist and Geostatistician.  John Cottle’s 
insight and knowledge of exploration processes and mineral assemblages, together with his 
evaluation processes, will prove invaluable to Panaegis as they have to others including Western 
Mining (Olympic Dam) before us. 

CLAIM: 

John Cornelius receives $75,000 in directors fees annually which is excessive and above industry standard. 

RESPONSE: 

As non-executive Chairman, I do receive $75,000 in annual fees.  The other non-executive 
directors including Mr Trumbull each receive $40,000, with Mr Rudd as Chairman of the Audit 
Committee receiving an additional $5,000 per annum.  These figures were set out clearly in the 
Prospectus distributed to all shareholders as part of the 2006 IPO.  Mr Trumbull was a member 
of the Due Diligence Committee that signed off on the Prospectus and its contents.  It is not 
clear on what basis Mr Trumbull has now changed his position. 
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CLAIM: 

Consulting companies associated with John Cornelius were paid fees of $137,180 and $32,875 for providing extra 
services to Panaegis and a further $66,000 for providing the Company with corporate office space in year ending 
2007. 

RESPONSE: 

Consulting companies associated with me have provided a range of services to Panaegis as  
requested at various times by the Board.  The figures mentioned are accurate as to the fees 
involved.  When it was established, Panaegis did not have access to office space or office 
services.  The Board requested Panaegis be located in my existing offices and be provided with 
general office services and facilities.  The fees charged relate to the provision of a receptionist, 
secretary, telephone, IT and web support,  and business machine infrastructure, bookkeeping 
services and the rental of office space and relevant outgoings itself.  Mr Trumbull was involved 
in the Board deliberations on these matters and supported the decisions taken in relation to my 
associated companies providing the services requested.  The amount paid also covers a 
significant amount of my time in the start up year committed to getting the Company set up and 
operating.  Indeed, a unanimous Board including Mr Trumbull pressed often for me to provide 
additional services outside of my role as Chairman.  My consulting charges to Panaegis 
(including directors fees) equated to approximately $65 per hour for my time during the 2006/7 
year. 

As mentioned previously, the $66,000 for office space rental relates to the period prior to 
Panaegis securing the Collins Street offices.  My consulting firm provided the Company with a 
professional office and a platform with all requisite facilities from its inception through IPO 
listing, as well as through its first 12 months of operation.  Again, Mr Trumbull, as part and 
parcel of the Board of Panaegis requested that my firm extend the supply of these facilities and 
services to Panaegis twice during the first 12 months  

 

CLAIM: 

Expenditure of $70,000 on corporate travel and entertainment in its first year as a listed exploration company is 
untenable. 

RESPONSE: 

This expenditure is inclusive of costs previously capitalised relating to the IPO to meet with 
investors, all travel associated with our exploration of over 1,600 km2 of acreage, Board 
visitations to our properties, travel associated with the purchase of our tenements, joint venture 
meetings and various other investor related events. 

Accordingly, this expenditure is inclusive of all Company activities from pre-IPO through to the 
end of our first year as a listed company, a period of almost three years. 
 
 
 
 
JOHN W CORNELIUS 
27 September 2007 
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