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High grade drilling results returned
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Exploration update

Year End June 30 2011A 2012F 2013F 2014F 2015F
Reported NPAT ($m) (5.9) (4.6) 11.2 54.6 52.2
Recurrent NPAT ($m) (5.9) (4.6) 11.2 54.6 52.2
Recurrent EPS (cents) (0.8) (0.6) 1.4 6.7 6.4
EPS Growth (%) na na na 386.7 4.4)
PER (X) (20.4) (28.6) 11.6 2.4 2.5
EBITDA ($m) (5.9) (4.6) 13.1 62.1 63.8
EV/EBITDA (x) (17.2) (28.2) 12.6 1.7 1.2
Capex ($m) 0.0 26.4 41.6 0.0 26.4
Free Cashflow (5.6) (36.6) (37.2) 57.1 31.2
FCFPS (cents) (0.8) 4.5) (4.6) 7.0 3.8
PFCF (x) (21.2) (3.6) (3.5) 2.3 4.2
DPS (cents) 0.0 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0 0.0
Franking (%0) 100.0 100.0 100.0 100.0 100.0

CJO released the assay results of the latest 11 holes at its
Namiquipa silver project in Mexico. All holes intersected
silver-lead-zinc mineralisation with several holes
encountering high grade silver zones. The latest results
confirm the depth and strike extensions of the Princessa and
America vein systems and have identified additional parallel
mineralised zones. We retain our BUY recommendation with
a price target of $0.29/share

High grade results at Namiquipa. CJO reported outstanding
drilling results from its 100% owned Namiquipa silver project in
Mexico. The assay results of 11 new holes were reported with
notable grades of 16m @ 834g/t Ag, 7.5m @ 576g/t Ag and 13m @
151g/t Ag. For comparison purposes in gold equivalent this equates
to grades of 16g/t Au, 11g/t Au and 3g/t Au respectively (gold is
currently 52x the silver price per ounce).

Drilling verifies depth extensions. The majority of the drilling
was to test for the depth extension of the silver mineralisation
below old underground workings, which have been mined to an
average of 150m depth. Multiple high grade veins have been
encountered below the workings, with the deepest intersection of
1m @ 957g/t encountered at 456m down hole. Drilling of 39 holes
for 14,000m has been completed, with a further 6,000m still to drill
in the initial 2-rig drilling program. Assays are pending on 25 holes.

Additional ore zones identified. The latest round of drilling has
identified an area of high grade Ag-Pb-Zn as a new vein structure
named the Megan vein. The Megan vein runs semi-parallel to the
Princessa vein and the Mexico veins and has returned some of the
best assays to date, including 16m @ 834g/t Ag and 13m @ 151g/t
Ag. Of particular significance is hole NAM-018 which returned
assays of 15m @ 146g/t Ag and more importantly confirmed the
mineralised strike extension of the Princessa vein to over 1,200m.

Field work to commence at Espiritu. Trenching and sampling
work is due to begin at CJO’s recently acquired Espiritu project
within the next few weeks. The initial field work will be used to
generate drill targets by year end.
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Cerro Resources NL

Cerro Resources NL (CJO) $0.16 Year End June 30
Valuation A$m A$/sh Commodity Assumptions 2011A 2012F 2013F 2014F 2015F
Cerro del Gallo 198.7 0.24 A$:US$ 0.99 1.02 1.00 0.98 0.95
Exploration (includes Namiquipa) 65.0 0.08 Gold (US$/0z) 1369 1771 1787 1812 1842
Unpaid capital 21.2 0.03 Silver (US$/Ib) 28.71 37.79 37.53 37.10 36.74
Corporate (12.0) (0.01) Gold (A$/0z) 1387 1732 1787 1858 1950
Forwards 0.0 0.00 Target Price Sensitivity -10% 0% +10% Change
Investments 1.7 0.00 FX (A$:US$) 0.30 0.29 0.30 1%
Cash 18.7 0.02 Gold Price 0.24 0.29 0.35 19%
Debt 0.0 0.00 Silver Price 0.29 0.29 0.30 3%
NPV 293.3 0.36 Operating costs 0.31 0.30 0.28 -5%
(@ 8% discount rate)
Price Target 0.29 EV:Reserve (A$/0z)
(0.8x NPV) EV:Resource (A$/0z)
NPV Sensitivity Production Summary 2011A 2012F 2013F 2014F 2015F
NPV(nom) @ 5% disc. 0.43 Production (koz)
NPV(nom) @ 0% disc. 0.60 Cerro del Gallo [o] [o] 11 44 44
Total [} [0} 11 44 44
Hedging koz 1-Year 3-years % Reserve
Committed Production 0 0 0 0% Cost Summary
Cash Costs (A$/0z) na na 377 399 430
Valuation Summary of Operating Assets Total Costs (A$/0z) na na 549 575 606
Exploration
(includes Profit & Loss (A$m) 2011A  2012F  2013F  2014F _ 2015F
Nang)i‘pa) Sales Revenue 0.0 0.0 23.2 93.7 95.4
Other Income 0.6 0.9 1.9 1.9 2.8
Operating Costs 0.0 0.0 7.7 31.1 31.7
Cerro del Gallo Exploration Exp. 1.7 3.6 25 0.5 0.8
75% Corporate/Admin 4.7 1.8 1.9 1.9 1.9
EBITDA (5.9) (4.6) 13.1 62.1 63.8
Depn & Amort 0.0 0.0 1.9 7.5 7.3
EBIT (5.9) (4.6) 11.2 54.6 56.5
Gold Production Summary Interest 0.0 0.0 0.0 0.0 0.0
Operating Profit (5.9 (4.6) 11.2 54.6 56.5
100 600 Tax expense 0.0 0.0 0.0 0.0 4.3
FX Adjustment 0.0 0.0 0.0 0.0 0.0
= 500 Abnormals
NPAT (5.9) (4.6) 11.2 54.6 52.2
e L 400
E 50 C — y% Normalised NPAT (5.9) (4.6) 11.2 54.6 52.2
< H t 300 &
i Cash Flow (A$m) 2011A 2012F 2013F 2014F 2015F
] r 200 Adjusted Net Profit (.9) (4.6) 11.2 54.6 52.2
| + Interest/Tax/Expl Exp 1.7 3.6 25 0.5 5.1
0 U " " " " 100 - Interest/Tax/Expl Inc 4.1 9.3 11.4 5.6 7.0
2013F  2014F  2015F 2016F  2017F  2018F  2019F + Depn/Amort 0.0 0.0 1.9 7.5 7.3
+/- Other 0.0 0.0 0.0 0.0 0.0
== Total —— Cash Costs (A$/02) Operating Cashflow (8.3) (10.2) 4.2 57.1 57.6
- Capex (+asset sales) 0.0 26.4 41.6 0.0 26.4
Reserves & Resources - Working Capital Increase (2.6) 0.0 0.0 0.0 0.0
Reserves Mt Au g/t Agg/t Aukoz Aukoz (eq)* Free Cashflow (5.6) (36.6) (37.4) 57.1 31.2
Cerro del Gallo 32.2 0.7 14.8 712 1,010 - Dividends (ords & pref) 0.0 0.0 0.0 0.0 0.0
Total 32.2 0.7 14.8 712 1,010 + Equity raised 20.5 20.0 0.0 0.0 0.0
+ Debt drawdown (repaid) 0.0 60.0 0.0 (30.0) (30.0)
Resources Mt Au g/t Agg/t Aukoz Aukoz (eq)* Net Change in Cash 14.4 43.4 (37.4) 27.1 1.2
Cerro del Gallo 627.0 0.2 10.0 4,637 8,563 Cash at End Period 18.7 62.0 24.7 51.7 52.9
Total 627.0 0.2 10.0 4,637 8,563 Net Cash/(LT Debt) 18.7 2.0 (35.3) 21.7 52.9
* Au Eq. based on Au price US$1500/0z, Ag price US$29/0z.
Directors
Name Position Balance Sheet (A$m) 2011A 2012F 2013F 2014F 2015F
Norman Seckold Non-Executive Chairman Cash 18.7 62.0 24.7 51.7 52.9
James Crombie Executive Vice-Chairman Total Assets 58.7 134.1 145.4 170.0 191.5
Anthony McDonald Managing Director Total Debt 0.0 60.0 60.0 30.0 0.0
Craig J McPherson CFO and Alt. Director Total Liabilities 1.2 61.2 61.2 31.2 0.5
Richard Keevers Non-Executive Director Shareholders Funds 57.5 729 84.1 138.8 191.0
Robert Bell Non-Executive Director
John Cook Non-Executive Director
Nick Tintor Non-Executive Director Ratios
Net Debt/Equity (%) na na 42.0 na na
Substantial Shareholders % Interest Cover (x) na na na na na
Norman Seckold 62.5 8.4% Return on Equity (%) na na 13.3 39.4 27.3
OCJ investments 42.8 5.7%
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Date Type Target Price Share Price Recommendation Return
04 Mar 11 Research Note Na 0.28 SB
13 Apr 11 Research Note na 0.34 SB 21.4%
17 May 11  Resources Review 0.47 0.28 B -17.6%
05 Jul 11 Event Impact Email 0.36 0.22 B -21.4%
26 Jul 11 Event Impact Email 0.37 0.23 B 4.5%
10 Oct 11 Patersons Gold Book 0.29 0.14 B -39.1%
Current Share Price 0.15 7.1%

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus
dividend yield) within the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10%
total return) and Sell (= 10% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not
be of investment grade due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are
determined at the time of initiation of coverage, or a change in target price. At other times the expected total return may fall outside of
these ranges because of price movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become
subject to review by Research Management. This Document is not to be passed on to any third party without our prior written consent.
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Important Notice: Copyright 2011. The contents contained in this report are owned by Patersons Securities Limited ('Patersons’) and are protected by the Copyright
Act 1968 and the copyright laws of other countries. The material contained in this report may not be copied, reproduced, republished, posted, transmitted or distributed
in any way without prior written permission from Patersons. Modification of the materials or use of the materials for any other purpose is a violation of the copyrights
and other proprietary rights of Patersons.

Disclaimer: Patersons believes that the information or advice (including any financial product advice) contained in this report has been obtained from sources that are
accurate at the time of issue, but it has not independently checked or verified that information and as such does not warrant its accuracy or reliability. Except to the
extent that liability cannot be excluded, Patersons accepts no liability or responsibility for any direct or indirect loss or damage caused by any error in or omission from
this report. You should make and rely on your own independent inquiries. If not specifically disclosed otherwise, investors should assume that Patersons is seeking or will
seek corporate finance business from the companies disclosed in this report.

Warning: This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate
to your particular investment objectives, financial situation or particular needs. Prior to making any investment decision, you should assess, or seek advice from your
adviser, on whether any relevant part of this report is appropriate to your individual financial circumstances and investment objectives.

Disclosure: Patersons, its director and/or employees may earn brokerage, fees, commissions and other benefits as a result of a transaction arising from any advice
mentioned in this report. Patersons as principal, its directors and/or employees and their associates may hold securities in the companies the subject of this report, as
at the date of publication. These interests did not influence Patersons in giving the advice contained in this report. Details of any interests may be obtained from your
adviser. Patersons as principal, its directors and/or employees and their associates may trade in these securities in a manner which may be contrary to recommendations
given by an authorised representative of Patersons to clients. They may sell shares the subject of a general 'Buy’ recommendation, or buy shares the subject of a general
‘Sell’ recommendation,

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend yield) within the next 12
months, The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and Sell (> 10% negative total return). In addition
we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade due to low market capitalisation, high debt levels, or significant risks
in the business model. Investment ratings are determined at the time of initiation of coverage, or a change in target price. At other times the expected total return may
fall outside of these ranges because of price movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management.This Document is not to be passed on to any third party without our prior written consent.
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