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Cerro del Gallo on the DFS trail; not a time for investors to yawn

Cerro Resources NL has been quietly progressing its flagship Cerro del Gallo silver-gold mine
(Cerro’s interest 66%) in Mexico. Important activities underway include testing the
processing parameters with ore to ensure maximum metal recovery. While activities appear
to be less compelling for investors at Cerro, a programme of drilling has commenced at
Namiquipa.

Cerro del Gallo is the company’s major focus where activities to complete the definitive
feasibility study (DFS) are well underway. A programme of 433 holes totalling some 114,000
metres has been completed at Cerro del Gallo. The drill programme has allowed the
company to define a mineral resource for Cerro.

The Cerro del Gallo deposit has a current Canadian National Instrument 43-101 compliant
mineral resource estimate of 4.5 million ounces of gold, 202 million ounces of silver and 1.4
billion pounds of copper.

Crushing occurs at the very front-end of processing, with testing indicating that better silver-
gold recovery is possible from heap leaching a finely ground ore. A schematic of the stage
one processing flow follows.
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Current testing of the ore through the heap leaching process has resulted in a decision to
insert high pressure grinding rolls (not shown in the above diagram) in the preliminary
crushing process.
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Under stage one processing Cerro del Gallo has a reserve of 32.2 million tonnes of proven
and probable ore reserves showing 0.69 grams per tonne gold (g/t) and 14.8g/t silver.

The stage one resource will support a mine with an initial life of eight years. The plant will
process 4.5 million tonnes per annum to produce some 450,000 ounces of gold and 532,000
ounces of silver. The plant would have an operating cost of US$491 per gold equivalent
ounce. The capital cost is estimated at US$88 million.

Through the DFS, the company is currently testing the heap leaching process with the
inclusion of a carbon-in-leach or stage two upgrade. Upgrading the leaching process will add
an additional 45 million tonnes of measured and indicated resource to Cerro del Gallo.

The optimising of the leaching process will improve the investment matrix of the proposed
plant. Annual processing will increase to 7.5 million tonnes per annum and increase
production to 682,000 ounces of gold and 4,730,000 ounces of silver. Operating costs would
as a result of the additional leaching process, rise to US$541 per ounce of gold equivalent
ounce. The life of the mine would also step-out to 14 years. The additional capital cost is
expected to be US$83 million.

Production from Cerro del Gallo is scheduled to commence in 2012/13. A decision to mine
will be made in the December 2011 half. Along with the decision to mine the company will be
seeking permitting and project funding during the December 2011 half.

We view the potential plant upgrade as adding an additional future value steam to
the Cerro del Gallo project and shareholders.

Not only is the Cerro del Gallo project moving toward production, the site does continue to
hold exploration upside potential. The following figure shows the Cerro del Gallo site.
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There are three prospects the company will focus on that are in close proximity to its Cerro
del Gallo project; these are the Carmen-Providencia system, the Ave de Gracia system and

the San Luis Rey epithermal system.

We have been encouraged by the early results from the company’s near mine drilling. Some
of the better intersections include 4.6 metres showing 428g/t silver and 3.52g/t gold and six
metres showing 243g/t silver and 1.7g/t gold. These are significant silver intersections.

http://mining.fatprophets.com.au/Member%20Area/Product%20Landing/Report%20L... 28/07/2011



Fat Prophets - Article Page - Australasian Mining - Cerro Resources NL Page 4 of 6

As a result of the early findings, we are of the opinion each of these prospects, given the
pedigree of the region, when fully explored have the potential to add significantly to
shareholder value in the future. We remind Members that exploration is a high risk venture
where actual outcomes can vary to anticipated outcomes.

While the focus of the company has been on its Cerro del Gallo project, activities at its
Namiquipa project site has also picked-up. The following schematic is of the Namiquipa site.
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A drill programme of some 10,000 metres is now underway. The programme is designed to
explore for mineralised extensions of veins around the La Venturosa mine, where some 14.4
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million ounces of silver, 32,550 tonnes of lead and 43,530 tonnes of zinc have been
extracted from the America and Princesa veins. The results are expected during the current
quarter. We look forward to the results as these come to hand.

A ground magnetic geophysical survey of the entire Namiquipa tenement is being carried-
out, in support of the drill programme. Ground magnetic and induced polarization anomalies
detected during the survey are currently being evaluated for prioritized testing in the
December 2011 Quarter.
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Cerro Resources found solid support at the horizontal support level of 19 cents to rebound
strongly. The recent breakout from the confluence of the 50 day moving average and
downtrend line is bullish. This also signals the commencement of a short term uptrend.

Overhead resistance is expected at the 50 - 61.8% Fibonacci retracement region of 28.5 and
30.7 cents respectively over the medium term.

Cerro Resources NL is still speculative in nature but we anticipate positive news
flow out of Mexico. A growing silver resource going forward and a positive DFS
outcome will each act as a catalyst to increase value.

Cerro Resources NL is recommended as a buy for all Members who do not already
have exposure to the stock.

Snapshot CJO
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Cerro Resources NL

Cerro Resources NL is a dual listed global gold, silver and metals exploration and development company. Cerro
Resources shares trade on both the Australian Stock Exchange and on the Toronto Stock Exchange Venture Board
under the symbol "CJO”. Following the successful takeover of San Anton Resources Corporation by Kings Minerals
NL, the merged companies underwent a name change to Cerro Resources NL. The company is focused on
exploring for precious metals in Mexico and base metals in Australia. In Mexico, the company’s Cerro del Gallo
gold and silver mine is situated in the famed Mexican silver belt, where some ten billion ounces of silver has been

extracted from continuous production since the 16" century.

Market Capitalisation A$194.5m

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), Catalpa Resources (CAH), CAH
Option expiring 31-Oct-2011, Cerro Resources (CJO), 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), Pioneer Resources (PIO), Runge
(RUL), Westpac (WBC). These may change without notice and should not be taken as recommendations.
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