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Australia (Vic)
Production
Exchanges: ASXMCO

Capital Profile

Share price (A$) 0.48

52 week range (A$/share) 0.31 to 0.51
Number of shares (m) 284

Options and warrants (m) [0]

Convertible notes (m) 0

Fully diluted (m) 284

Market capitalisation (undiluted) (A$m) 136.5

Debt (A$m) - Dec 10F 0.0

Enterprise value (A$m) 136.5

Major shareholders: N & S Garling Family Trust (11.8%), Chillee Ltd (11.5%)
Griffith Family Trust (10.6%), Shandong Tianye (10.0%)

Avg monthly volume (m) 8
Cash (A$m) - Dec 10F 15.0
Price/Cash (x) 9.1
Price/Book (x) 5.9
Listed company options: No

Investment Points

100% focus on commencing gold production at Morning
Star Mine, Woods Point, Eastern Goldfields, Vic.

Historical production at Woods Point underground mine
883koz Au at 26.5g/t; ~7moz production for goldfield.

Development has commenced on known gold reefs at the
rebuilt Morning Star Mine, with ore being stockpiled.

Development grades are exceeding underground
resource grades (11.2g/t). A head grade of ~55g/t Au is
expected from the 1st stope of Maxwell Reef (4Q10).

An 80ktpa gravity plant is being commissioned. MCO
expects to be producing gold from Dec'10 at an initial rate
of 12-15kozpa Au, then on to 25kozpa or more.

Upgrades to haulage system at MS Mine in the pipeline.

Potential for exploration within 20km radius (e.g. All
Nations, Denmark mines) to provide a multi-million oz
resource base to feed the Woods Point processing hub.

NAV at US$1360/0z Au is A$0.56/share, (current is
A$0.49), with mid-term upside to A$0.79/share. Profit in
2011 is foreact to be A$27m at current Au price.
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Morning Star Gold NL
A$ 0.48

MCO is being re-rated by the market, after arecent A$15m equity
placement, and ahead of expected gold production at Morning
Star Mine in December 2010. Initial output should be 15-25kozpa
Au at 12-15g/t, with profit ~A$27m in 2011. Target A$0.79/share.

Production and Financial Forecasts

YEAR END: June Sep-10a Dec-10F 2010a 2011F 2012F
Exploration and evaluation (A$m) 0.94 0.30 1.52 224 0.00
Corporate (A$m) 0.41 0.40 1.06 1.61 1.60

Exploration/(Expl.+ Corporate) (%) 69 43 59 58 0

Funding duration at current burn (years) 2.6 215 26 7.4 31.9
Shares on issue (pr end) (m shares) 252.2 284.3 252.2 284.3 2843
Drilling - RAB (m) 0 0 0 0 0
Drilling - Other/Diamond (m) 1,000 1,000 2,000 4,500 5,000
Land holding ('000 ha)* 24 24 24 24 24
Tenement costs ($k per year) - - - - -
Capital raisings (A$m) 0.00 15.00 12.17 15.00 0.00
Funding from JV partners (A$m) 0.6 0.6 0.0 23 23
Cash (A$m) 3.5 15.0 6.8 28.6 51.1
Cash backing (Ac/share) 1.4 5.2 27 10.1 18.0
Net asset backing (Ac/share) 4.4 8.1 4.0 123 203

*Gold prospective tenements only, both held and under application. Quarters stated on calendar year basis.
Company Comment

Overview: MCO’s Morning Star Mine is located at Woods Point, 120km ENE of Melbourne, in a
significant historic goldfield that saw ~6moz produced since the 1860’s gold rush. MCO holds ~240km?
giving it control over the Woods Point dyke swarm, known to have historical production of around
7moz. Its vision is that gravity mill(s) at or near Woods Point can become a processing hub for regional
mining. MCO has started production at Morning Star for the first time since WMC in 1959.

Resource Status: In 2Q08 MCO confirmed a 910koz resource at 6.3g/t Au for the Morning Star Mine.
There is an underground mining resource of 726koz Au at 11.2g/t. Gold distribution is thought to be
homogeneous (i.e. less nuggety) compared to other high-grade Victorian goldfields, such as Ballarat.
Production Strategy: Since 1993 the Morning Star Mine has been rebuilt by MCO from surface to
Level 10 (310m underground) for total cost +A$28m. This allowed access to underground targets for
production by small-scale stoping of veins. MCO re-commenced mining at Morning Star in August
2009. Development ore is being stockpiled. Mining rate should be between 30ktpa and 50ktpa in 2H10,
for est. production rate 12-15kozpa Au, growing to 25kozpa (80ktpa) and scaleable to 120ktpa over
3 years. Four ore sources are being developed, over three levels (9, 7 and 3), including the 0.15m-
0.6m thick Maxwell Reef, at ~240m depth, with assays up to 386.2g/t Au. The first stope will be of a
Maxwell ore zone 41m long and indicating 55g/t Au head grade at the face. Recoveries are expected
to be 90-92% by gravity at a 300pum coarse crush. Gold will be produced by onsite gravity processing
plant (GPP), and a saleable “middling” concentrate with the remaining ~8% recoverable gold moved
offsite for CIL (rate 10tpd). Tailings will be pumped underground. Commissioning of the +80ktpa
(10tph) GPP (Gekko Systems, A$4m) started in Sep '10, with production expected from Dec ‘10.
Regional Development: MCO is managing a JV with Shandong Tianye, which is investing A$4.5m
over 2 years to earn 51% of Mining Licences MIN5299 and MIN5241. Drilling is focused on the historic
All Nations, Rose of Denmark and Hunts mines. All Nations, which is 4km SW of Morning Star,
produced ~132koz Au @~ 1oz/tonne from reefs and dykes at shallow depths (60m-90m); assays are
pending from 6 of initial 8 drill holes. Development along the Rose of Denmark adit has found strong
signs of mineralisation; underground drilling is planned for Jan ’11. Drilling at Hunts is expected 1Q11.
Corporate: Placed A$15m in shares at A$0.46/share (200 day MAP +20%) to Chillee Ltd, in Nov "10.
Valuation: The underground resource at Morning Star is 2mt @ 11.2g/t. MCO'’s target head grade
from 2011-2015 is 15g/t Au. As is common with narrow-vein deposits, only mining will show exactly
how much of the resource converts to production. The NAV of MCO with 5 years’ production at
Morning Star Mine is A$160m, or A$0.56/share including cash (conditions are 90% recovery, 80ktpa
production growing to 100kt in 2013 and 120kt in 2014-2015, opex A$600/0z, capex A$32m,
AU/US0.97, gold US$1360/0z i.e. spot). This does not account for the value of exploration properties
or potential mine life extensions, e.g. 10 years’ production takes NAV to A$0.79/share.

Investment Comment: The A$15m equity placement, together with the imminent start of gold
production, has led to a partial re-rating — 3 month share-price performance is +34%. As we stated in
September, MCO has strong growth potential and there is upside risk from mine life extensions and
resource expansions following infill and exploration drilling. Underexplored regional holdings have
potential to provide a 3-4moz Au resource base. MCO has the stated aim of being a mid-tier gold
producer by 2015.

Reserves and Resources/Mineralised Material

Code for reporting mineral resources - Australian:  (JORC)

Gold Classification  Project Ore Au Cut Off Au Au  Au Eqty
Au Equity mt glt glt t koz koz
Reserves 0.0 0.0 0.0
Resources (July2008)

Morning Star U/G Measured, Ind + Inf. 100% 2.02 11.2 233 726.0 726.0
Morning Star Surface Measured, Ind + Inf. 100% 2.61 22 59 184.0 184.0
Total 4.62 6.3 29.3 910.0 910.0
Mineralised Material (est., non compliant w ith JORC) 0.0 0.0 0.0

Key Projects

Ownership/ Jv Target Process Project
Project Option Metal Partner Type Route Status Location
Morning Star 100% Au None qtzvein gravity,leach PFS Aus (Vic)
Woods Point Regional 100%/49% Au Shandong  dykes na EarlyExpl.  Aus (Vic)
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MCO'’s tenements cover ~220km? of Victoria’s Eastern Goldfields with historic underground mines having
produced ~2moz. MCO considers aregional resource target of 3-4moz is realistic. The recent A$4.5m JV
over two MINs should hasten development. Drilling assays from the All Nations prospect are pending.

415,000 425,000 435,000 445,000
i i i i

*
Legend N
e Localty
“ Gold Prospect W E Rose of Denmark L t
B Min 5009
ol NN B0 * morningstiar
Exp Licence s Hallsoce b IPT—— mining a golden future
e Dempsey Hunts
E_ Wallaby % £33,000025 4
) * +* A1 MINE SETTLEMENT 132,000025 b
* 109,000025
64,000025
EL 5079 ﬁm:
* 34000025
* 27,0000z%
MORNING STAR pitcnssad
GOLD MINE 10,00002s

MELBOUHNE. » WOODS POINT

1 I |
415,000 425,000

MCOQO'’s initial underground JORC resource of 2mt @ 11.2 g/t Au includes ore in the Maxwell and Kenny
zones (above 9 Level). Assays from development mining at Maxwell run up to 386.2g/t Au and the initial
stope samples average 55g/t Au. Processing through the onsite gravity plant is expected from Dec ‘10.
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Disclosure and Disclaimer

Disclosure and Disclaimer
Important Information

Resource Capital Research Pty Limited (referred to as “we”, “our”, or “RCR” herein) ACN 111 622 489 holds an Australian Financial Services Licence
(AFS Licence number 325340). General advice is provided by RCR’s Authorised Representatives Dr Tony Parry (Authorised Representative number 328842)
and Dr Trent Allen (Authorised Representative number 331960). The FSG is available at www.rcresearch.com.au. All references to currency are in Australian
dollars unless otherwise noted.

This report and its contents are intended to be used or viewed only by persons resident and located in the United States, Canada and Australia and
therein only where RCR’s services and products may lawfully be offered. The information provided in this report is not intended for distribution to, or use
by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject RCR or its
affiliates to any registration requirement within such jurisdiction or country.

This report and its contents are not intended to constitute a solicitation for the purchase of securities or an offer of securities. The information
provided in this report has been prepared without taking account of your particular objectives, financial situation or needs. You should, before acting on the
information provided in this report, consider the appropriateness of the purchase or sale of the securities of the companies that are the subject of this report
having regard to these matters and, if appropriate, seek professional financial, investment and taxation advice. RCR does not guarantee the performance of any
investment discussed or recommended in this report. Any information in this report relating to the distribution history or performance history of the securities of
the companies that are the subject of this report, should not be taken as an indication of the future value or performance of the relevant securities.

In preparing this report, RCR analysts have relied upon certain information provided by management of the companies that are the subject of this
report or otherwise made publicly available by such companies. The information presented and opinions expressed herein are given as of the date
hereof and are subject to change. We hereby disclaim any obligation to advise you of any change after the date hereof in any matter set forth in this
report. THE INFORMATION PRESENTED, WHILE OBTAINED FROM SOURCES WE BELIEVE RELIABLE, IS CHECKED BUT NOT GUARANTEED
AGAINST ERRORS OR OMISSIONS AND WE MAKE NO WARRANTY OR REPRESENTATION, EXPRESSED OR IMPLIED, AND DISCLAIM AND NEGATE
ALL OTHER WARRANTIES OR LIABILITY CONCERNING THE ACCURACY, COMPLETENESS OR RELIABILITY OF, OR ANY FAILURE TO UPDATE, ANY
CONTENT OR INFORMATION HEREIN.

This report and the information filed on which it is based may include estimates and projections which constitute forward looking statements that
express an expectation or belief as to future events, results or returns. No guarantee of future events, results or returns is given or implied by RCR.
Estimates and projections contained herein, whether or not our own, are based on assumptions that we believe to be reasonable at the time of publication,
however, such forward-looking statements are subject to risks, uncertainties and other factors which could cause actual results to differ materially from the
estimates and projections provided to RCR or contained within this report.

This report may, from time to time, contain information or material obtained from outside sources with the permission of the original author or links to web sites or
references to products, services or publications other than those of RCR. The use or inclusion of such information, material, links or references does not imply
our endorsement or approval thereof, nor do we warrant, in any manner, the accuracy of completeness of any information presented therein.

RCR, its affiliates and their respective officers, directors and employees may hold positions in the securities of the companies featured in this report and may
purchase and/or sell them from time to time and RCR and its affiliates may also from time to time perform investment banking or other services for, or solicit
investment banking or other business from, entities mentioned in this report. Morning Star Gold NL commissioned RCR to compile this report. In consideration,
RCR received a cash consultancy fee of less than $15,000. RCR may receive referral fees from issuing companies or their advisors in respect of investors that
RCR refers to companies looking to raise capital. Those fees vary, but are generally between 0 - 1% of the value of capital raised from referrals made by RCR.
RCR received referral fees in relation to recent capital raisings for Globe Uranium Limited, PepinNini Minerals Limited, Uranex NL and Toro Energy Limited. At
the date of this report, neither RCR, nor any of its associates, hold any interests or entittements in shares mentioned in this report with the exception that either
or both of John Wilson (either directly or through Resource Capital Investments Pty Limited (RCI)) and associates, or RCI, as trustee of the Resource Capital
Investments Fund owns shares in BHP and Rio Tinto.

Analyst Certification: All observations, conclusions and opinions expressed in this report reflect the personal views of RCR analysts and no part of the
analyst’'s or RCR’s compensation was, is, or will be, directly or indirectly related to specific recommendations or views expressed in the report. Officers,
directors, consultants, employees and independent contractors of RCR are prohibited from trading in the securities of U.S. companies that are, or are expected
to be, the subject of research reports or other investment advice transmitted to RCR clients for a blackout window of 14 days extending before and after the date
such report is transmitted to clients or released to the market.

Cautionary Note to U.S. Investors Concerning Estimates of Measured, Indicated and Inferred Resources: RCR publishes mineral resources based on
standards recognized and required under securities legislation where listed mining and exploration companies make their exchange filings and uses the terms
“measured", "indicated" and "inferred" mineral resources. U.S. investors are advised that while such terms are recognized and required under foreign securities
legislation, the SEC allows disclosure only of mineral deposits that can be economically and legally extracted. United States investors are cautioned not to
assume that all or any part of measured, indicated or inferred resources can be converted into reserves or economically or legally mined. We recommend that
US investors consult Securities and Exchange Commission Industry Guide 7 — “Description of Property by Issuers Engaged or to Be Engaged in Significant
Mining Operations” for further information about the use of defined terms and the presentation of information included in this report.

Resource Capital Research Suite 1306 Tel: +612 9252 9405
ACN 111 622 489 183 Kent Street Fax: +612 9251 2859
www.rcresearch.com.au Sydney, NSW 2000 Email: johnwilson@rcresearch.com.au
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