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Prophecy is a company that I’ve
watched closely for awhile now, and
seems on the verge of breaking out.
The company recently acquired the
Lynn Lake nickel-copper project in
Manitoba, Canada, and agreed to a
merger that will add significant coal
resources, making it an outstanding
contrarian play.

The Lynn Lake Mine is a great
project — the fourth-largest nickel
deposit in Canada and the third-
largest producer of nickel sulfide in
North America. Prophecy owns the
majority of the claims that were
operated from 1953-1978, and an
independent technical report indi-
cates that there are 16 million tonnes
of measured and indicated resources
remaining at 0.62% nickel and
0.31% copper. Lynn Lake also has
some highly prospective targets for
resource expansion. 

Through very nimble negotia-
tions and fortunate circumstances,
Prophecy was able to acquire Lynn
Lake for only C$4 million, which
was a fraction of what it was going
to sell for before the global financial
meltdown. So from one standpoint,
this company is already well ahead
of the game as a play on the eventual
recovery of the nickel market.

But the company’s management,
led by highly respected entrepreneur
John Lee, had no intention of stop-
ping here. The company’s goal is to
amass advanced resources of signifi-
cant size in metals that are currently
out of favor. In short, they want
Saks-quality products at Wal-Mart
prices.

Lynn Lake was
the first acquisition,
but it was quickly
accompanied by
more.

The next acquisi-
tion in Prophecy’s
shopping spree was
the Titan vanadium-
titanium-iron project
120 kilometers east-
northeast of Sudbury,
Ontario. 

This new project
fit perfectly in the
company’s business
plan for large
resources in neglected
minerals: Titan has a NI 43-101
compliant inferred resource of 49.0
million tonnes of 48.09% iron
(Fe2O3), 14.82% titanium (TiO2)
and 0.24% vanadium. Prophecy
plans to survey earlier drill holes and
the project area to obtain more accu-
rate drill hole coordinates and site
topography. It will also commission
metallurgy testing in preparation to a
preliminary economic assessment of
Titan.

Next came a remarkable demon-
stration of Lee’s dynamism and
entrepreneurial spirit, as Prophecy
struck a deal to merge with Red Hill
Energy Ltd. (RH.V), with Red Hill
shareholders to receive 0.92 of a
Prophecy common share for each
Red Hill common share, or a 27%
premium based on early January
stock prices. That means Prophecy
will issue approximately 53 million
shares, or roughly double the num-
ber currently outstanding. 

Prophecy notes that the com-
bined company will have control
over NI 43-101 compliant measured

and indicated resources of 232 mil-
lion pounds of nickel, 1 billion
tonnes of coal and 116 million
pounds of copper, plus inferred
resources of 500 million tonnes of
coal and 593 million pounds of cop-
per. Red Hill’s key assets include
two Mongolian coal properties with
504.5 million tonnes of measured,
524 million tonnes of indicated and
475.9 million tonnes of inferred ther-
mal coal. The new company will
also hold properties with significant
exposure to vanadium and titanium.
Lee hopes to complete the combina-
tion by mid-May.

I initially recommended
Prophecy in early January to our
Gold Newsletter Alert readers
because they were able to lock up
the Lynn Lake deal just as 2009
drew to a close... because they were
adding some very impressive profes-
sionals to their board of directors
and advisory board...and because
they seemed poised to rapidly
advance their business plan.
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The timing was great, in that the
company quickly locked up its sec-
ond and third major deals. For your
part, the timing is also advantageous,
in that the general market correction
has brought the share price back
down — to nearly the same level as
my Alert readers enjoyed.

I am a bit conflicted in this rec-
ommendation, however, since I
bought into Prophecy on a private
level last year before the Lynn Lake
deal was consummated, and indeed
at a point when that company-
launching deal was in great doubt.
So, in full disclosure, I have a signifi-
cant position at lower prices — and
you should consider me as biased
and as conflicted as possible. If
you’ve been a long-term reader of
mine, though, you probably also
know that my ownership of a stock

means it has a higher bar to clear
before I will even think of recom-
mending it to subscribers. You can
rest assured that I feel Prophecy has
cleared that hurdle well and good,
and I don’t plan on selling my stake
anytime soon.

But, do your own due diligence.
I’m very excited about the compa-
ny’s property, its management and its
business plan, and I think you will be
as well. It’s a buy near current levels.

Prophecy Resource Corp.
Recent Share Price: ...............C$0.40
Shares Outstanding: ......26.4 million
Market Cap:..............C$10.6 million
Shares Outstanding
Fully Diluted: ................35.0 million
Market Cap
Fully Diluted: ...........C$14.0 million

©2010 Jefferson Direct Inc. All rights reserved. Published by Jefferson Direct Inc., 2400 Jefferson Highway, Suite 600, Jefferson, LA 70121. Subscription
Price: $198 per year. Foreign orders, please add $35/year for postage and handling, Canadian orders, please add $10/year. Single issues available for
$20 each. New subscribers may cancel their order anytime and receive a full refund on all unmailed issues. Make checks payable to Jefferson Financial.
Gold Newsletter was founded by James U. Blanchard III. Editor: Brien Lundin; Art Director: Kevin Pilet; Production Manager: Beth Capritto.

For subscription details, please call (800) 877-8847, or send E-Mail to gnlmail@jeffersoncompanies.com. The publisher and its affiliates, officers, direc-
tors and owner actively trade in investments discussed in this newsletter. They may have positions in the securities recommended and may increase or
decrease such positions without notice. The publisher is not a registered investment advisor. Subscribers should not view this publication as offering per-
sonalized legal, tax, accounting or investment-related advice. The news and editorial viewpoints, and other information on the investments discussed
herein are obtained from sources deemed reliable, but their accuracy is not guaranteed. Authors of articles or special reports are sometimes compensat-

Newsletter
Gold

In Our
39th Year

Get Gold Newsletter At
HALF PRICE!

Founded in 1971 to help return the
right of gold ownership to American cit-
izens, Gold Newsletter stands today as
the oldest and most respected advisory
on precious metals and mining stock
investing. 

Every month, our readers get the
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