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The first gold poured from ore processed at the Morning Star Goldmine in ~50 Years

HIGHLIGHTREPORTEDVERMARCH 201PERIOD

WOODS PO'NT Subscribe to E-alerts mornlngStar

mining a golden future


http://www.morningstargold.com.au/e_alert/e_alert.phtml
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(31Jan2011)
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Mill (GPP) conmissioning ongoing due to mechanical and technical issues
Extremely highgrade assays from spinner concentrate of 18,0009/t encouraging
New winder installed at Morning Star shaft and being commissioned
Underground diamonedrilling recommenced at Morningtar mine

Surface diamonelrilling continuing at the Reliance prospect

Key staffing changes and additions (appointment of Greg Curnow as GM)
Executive search underway for CEO

MCO engages Gijima (GMSI) as minamgl projectconsultants

Focus on upgrading #mine infrastructure catering for expansion & efficiency
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MCO website rdaunching shortly with microsites on history and community
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(07 Mar 2011)

1 Mill (GPP) commissioningngoingat Morning Star Goldmine

Major mechanical issues of GRffecting mill continuity being addressed

High grade concentrates taken offsite to enable initial ggddur

Impure concentrates off Wilfley table not enabling onsite smelt at thatage
Gekko working with MCQo refine concentratedor onsite smeltingper GPRdesign
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(11 Mar 2011)

1 341 grams of Gold and 74.5 grams of Silver smelted into first ever Dore bar

First gold smelted offsite from onsite derived concentratesesults encouraging
Extraconcentrates shippd to GekkoBallaratfor testing and further refining

Reliance Drill core has significant intersections of laigmale hydrothermal alterations
Surface diamonelrilling at the Reliance prospeatonsidered highlyencouraging

Mill (GPP) commissioning ongoirgjatest mechanical fixes in place

New windercommissioning continuing

MCO website rdaunched andull project video to be released shortly
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/ Kl A Nadmrylesion the March 2011 Quarter
A G Q& venbblsy few monthfr Morning Star Gold (MCO)

we poured our first ever gold bars;

we conqgueredall mechanical& circulatoryteething problems at our new onsite miiEPP)

we conductedur first evermajorOH&S audi2 ¥ a/ hQa ;2 LISNY A2y a

we appointed three new senidechnical /mining personnel as GMMine Manageand

Senior @ologist;

we commissioned a higtech ground &mill-water treatment plant and

we opened our new local HQ in the main street of Woods Roitiie process rebuilding

one of the central buildings of the township

7. Relaunchedaz2 (i f f &8 ySg O2NLIR2NI (SapE6aRiS YR NBf
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On a measure of gold production alone, wecountered a challenging quarter at the Morning Star
Goldmine brought about bgommissioningssuesof our GPP and crucialblack of access to the
undergrownd workings due t@ommissioning & certification afur new hispeed windeand

related safety features)At the time of writing we have regained access to the mine and more will
be said of the upcoming mining program and higher grade stoping continuatyrinext releases.
Suffice to say no high grade ore was processed in the March period and we expect to be on track
in June in this regard. We will continue to selectively process stockpiled material until in a position
to maintain continuous stoping at &well and Kenny reefs.

At the Marchperiod end, eher major upgrades are ongoing but will not affect our ability to

operate at the scale and rate we have planned. For instance, converting the whole underground
workings to 1,000 volts is time consumingdecarries a capital cost upfront but will save us crucial
WoexQ R2fEFNEBR Fa ¢S andjpr&luctoy The stand candb©saitl Br oA y A y 3
RSOAaA2Y (-BAWAS &I WLAMIAS a ( shinkdsioes &f thié Moznifig ¢ A (1 K A
Star G&dmine. This carries in our case close to half the cost of a surface storage solution for

tailings and none of the environmental problems. The infrastructure upgrades have been major

and company changing in scope. They take time, cost moneijnaniablyfrustrate some

shareholderg; 6 dzii A G Q& AYLI2AaAoftS (G2 2LISNI2GE SRG dxOOS &
Australia.

Our decision to place OH&S as an absolute priority for MCO going foreanassas we are
initially relying on the Morning Star Goldn@ras a long term mining proposition focusing on
maximum ounces extraction from stopes currentlyaecessed and dependent upon the success
of the upcoming Gap Zone diamond drilling prograther stopes mining zones either yet to be
discovered or under thpresent water level at the mine (~310 metre€ur expert OH&S audit
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SX RELEASE

will see us at the forefront of safety and occupational healbticy & proceduresmong our
peers.

Despite the challenges noted above, MCO I an extremely strong quarter in term$
strengthening infrastructure awork sites andwithin our workforceand gaining quality people
Probably of most recent conceta stakeholders ¢S Q@S y 2 ¢ | RBelcadiniitgt & NS
mechanical and throughput issues with thew Gekko designeand builtmill (GPP) and now the
focuswill turn to accessing higher grade stopes in order to increase gold recovery. Dmilthne
March Quartethas been very encouraging at the virgin Reliance dyke with visiblengoi hole
and lengthyaltereddykeintercepts causing us to gain confidenas to the mineralised ore body
at footin the early stages of the exploration at the prospelthe Rose of Denmark project
continues to surprise to the upside as wentinue the last leg of adit rdevelopment ancgprepare
for resource and exploratiodrilling there We have several drill programs to look forward to over
the second half to increase news flmm the exploration and mine development froat

Key Points Subsequent to the Mar@®11Quarter end

1 The Graity Processing Plant (GPR)unningat designed capacity and continuity (10TPH

over 12 hours shifts)

Gravity gld recovery is expected to increasga GPRas throughput grade increases

Trial batches being milled from RoD development adit

Further oncentrates have been sent tdlelbourne & Ballaratfor tests & gold production

[ 26 3INI RS O2yOSYyidNXdSa NS o0SAy3 woz2dGftS N
| ASKSNJ INI RS O2yOSYyiuN) (1Sa oSAy3a WNRIFalSRQ
Stage 1 drilling7 Holes)at Reliarce completed & being interpreted very encouraging
Drillingdzy RSNF 220 Ay (2 (vrBing'8armidecéangnSedMag 20110 K S
New hispeed winder is expected to be commissioned & operational in June quarter

A work plan has been submitted to extraa ~1,000Tbulk sample from the Loch Fyne

Plan to drill 25 diamond holes (~5km) into Loch Fyfn@m the 3L adit(Shandong JV)

Rose of Denmark adit stripping nearly at targedrilling in coming quarter

Senior operational frameworlcontinues to bestrengthened

MCOCorporate Video released available on msgold.com.au website

Diamonddrilling continues from surface into Morning Star dyke

Attended two major offshore mining conferences tocrease PR

= =4 8 0955 _9_9_9_-29_-2_-2_-2-°

More detailed post March 2011 Quarter information will iported on in coming progress
reports over the June 2011 Quarter.
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RELEASE

DETAILS REPORTRZERMARCH 201PERIOD
(31Jan2011)

COMMISSIONING OF GRAVITY MILL (GPP)

Gekko System®2 YYSY OSR WRNE Q @QraWi)pke(@RPH Jak Yod 2020%andi K S
wet commissioning commenceid Dec 2010A number ofssueshave inevitably beehighlighted

and most of Jan 2011 has beeakén up remedying these issuésesently two mainssues are
2dziadryRAY3 YR 62GK | NB f A YA (pagfyandahishpéuagold 6 A £ A
and get onto a good production remate. The first issuénvolvestoo muchore material being
directed(& redirected backjo the secondary crusher (the vertical shaft impacdoNJ MhighlisQ
limiting the overallthroughput ofthe plantas the VSI is reaching its mechanical limits and putting
stress on power supply due to operating at or over designed capacity (~10TR&3upplieof

the VSknd Gekko engineetsave been to site texaminethe issue and are expected backlie

first week of Feb 2011 tsolve it It should be noted that prior to purchasing the GPP, VSI
amenability testing by Gekko concluded that the VSI was suitable for crushing Morning Star ore
material down to ~1mm at a rate ~10 tonnes per hour. It is etgubthat some fine tuning will see

it operate as its design intendetdhe second issue highlighted during commissioningeisigsign

of the oversize screen, which is part of a ta@reen undersizeversize separation system prior to
1mm or lower sized orenaterial going across to the Gekko inline pressure jig (IPJ) for gravity
processing. &rge sized ore material has been getting around the screen and thraugb0mm
apertures on the oversize screen and falling onto the fihen(n) screen and causimgmage This
design issue has been addrességkkohavesoured a new-1mm fine mesh screen arithve
redesigning the oversize screen above it to stopwhear and ensure the segregation at this point
ensures the correctly sized ore is distributed in the geed manner Thesemodificatiors are also
plannedfor the first week of Feb and it is hoped that later in the week the gravity plant will be

operating at near full capacity.
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 ASX RELEASE

High Grade concentrate preseimm circuit- As partof the GPRommissioning proces testing was
O2y RdzOGUSR Ay WI ydz NEabinten aliaon codcerr&d ma@nalin the spienh 1 NJ-
section of the gravity millThe assays returnechaxtremelyhighgrade result of 18,000 g/t Au.
which is considered to bestrongly encouaginggrade from the spinner concentrate. This is the
concentration stage immediately preceding concentrdteadngto the gold room for further
concentratingand separatiorvia a Wilfley table and then final processing (smelting). 18,000ppm
farexceeds 61 1 2 Qa G I NHEA®G g/t BNibr B&Sgoldl doncgntrate material, (which was
present in metallurgical testwork conducted by Gekko on the same ore (stockpiled development
ore from Dickenson & liwell areas) in November 200Bhis is a good indicatidhat once the
mechanicalssues leading to correct otbroughput are overcome, the GPP will likely operate with
a high rate of free gold recovery in accordance with prior testworkdiit Gekko and Ammtec

(~80% gold in under 10% mass), or even betten thianned.

Morningstar Flowsheet ﬁ

Gravity Processin@lant (GPPFlowsheet

NEW WINDER

a / h @ew winder has arrived onsite and hiasen installed It ispresently undergoing
commissioning which is expected to take another weeka Once commissioned and coupled
with the new haulage cagiat is being constructed for MCO, thignder will be able to haul
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material up the shaft at a ratat least5 timesfaster than the current windefThe new winder is a
vast step forward for the shaft haulage system at the Morning Star mine, bringingthade
systemwell into the 27" Century. It isomputer controlled ands designed so it can kEmasily
upgraded in the future to alloviully automated haulage of orétherimportant upgrades to the
shaftare well underway focusing on safety includinganenping old support sets which were put in
LI I OS o6 O1 Ay GKS SI NI @& wdaduassd aftéringny year&Kigng Y Ay S
fallow. Enhancements alsnclude upgrading the communications and safety featurethe shaft
and winderwhich will asist in automating thentire minewinding system in the futureThe
infrastructure works that have been commenced last year and are being applied at the time of
writing make for safer more efficient operations at the Morning Star and are considered by
current management to be essential to grow operational efficiency.

al hQa bSa (2 aARISNIgAft aAIYyATFAOFIYydGfte AYyONBlIasS KI dz |
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OTHER KEY INFRASTRUCTURE UPGRADES

Amongst a raft of upgragbs to present infrastructue at the Morning Star mine site are the
establishment of a water treatment plant, the addition of a stealdne separate geologists area
away from milling and mining operations to cater for the expanded geology team, comprising
offices, ablutions, core stage, core analysis & shedding.

In addition, a decision was taken to incredle voltage to underground operations to 1,000 volts
from 415v.This is significant for ventilation and streamlining of other expanding underground
operations.

Site amenities hee been significantly expanded in order to cater for expanding mining staff and to
make the site more secure with installation of a perimeter fence and gates and infrared security
cameras which are recorded and monitored remotely.

a2 Ny Ay3 { il Wabds Pyird i8 expected koybe open as the main admin office within a
couple of weeks.

a2NyAy3a {GFNRa ySogA®hF GSNI NBIGYSyid LI Iy
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1000v cable being lowered down the mineshaft

UNDERGROUND DRILLING

MCO has just recommenced underground diamondlidglat the Morning Star mine with the
drilling being planned to enhance the current expandmgning plars and add to the in mine
resources

The first six holes being drilled are testing the southern extension of the Burns reef above the 6
Level drives. Ae Burns reef is one of the richest reefs in the Morning Star mine with sampling
regularlyassaying@bove 100 g/t Au.

When the drilling is finished at the Burns reef the drill rig will shift to the 7 Level and commence
drilling aimed at the Campbell and iRas reefs.

A comprehensive program of diamond drillitayvards known targetérom the 9 and10 Leved of

0KS YAYS dzyRSNF 220G RSSLISNI Ay (GKS aDF LI %2y Sé
abovementioned drilling. The drilling being carried ouby contractors has been schedulsdas

to not interfere with the current and planned mining schedule.

K
ODS POINT morningstar
P YRARSOFGOLD mining a golden future

Subscribe to E-alerts


http://www.morningstargold.com.au/e_alert/e_alert.phtml

 ASX RELEASE

h00Z

N\
/0,9
5.,

BURNS STOPES

YRV

YAYA

Z g g

8 8 b

& = - -
~ vy n)00Z

t 1YY SR . dzZNYFENEWS & SONFM yE Yy 3R S LIG K 0

I
DR

\ BURNS STOPES

CAMPBELL STOPES

“33410E
433460E 9

ttlryySR @ Iy LIOSNIFA Y ENBSST[5NMUMAYT! kDO

P *
WOODS POINT morningstar

’ YEARS OF GOLD

mining a golden future

Subscribe to E-alerts


http://www.morningstargold.com.au/e_alert/e_alert.phtml

SURFACE DRILLING

Presently surface diamond drilling is being carried outhatReliance mineoa / h Qa wmn m: K
EL5079, northwest of Gaffneg Qreek. At the present timepne hole (RED1) has been finished to

a depth of 186.5 metres and a second hole (BBELcommenced. RH2 is targeted at delineated

the dyke and is intendetb reach a depth of ~400 metres.

¢KS wStAFYyOS Aa I avlftf KAAG2NRO YAyS GKIFG K
YAYSR aAyO0OS (GKS t+r3GS wmynnQasz odzi YILLAyYy3a 27
indicate that the Reliance has a dykelde that is approximately 80 metres long and 35 metres

wide (see Reliance plan below).

MCO isinitially drilling three holes to test the southern extent of the dyke bulgeveell as its

width at depths beyond known mapping@he information gained from thidrilling will assist

a/ hQa SELX 2N} dAzy 382f23AaGa (2 RSGSNXYAYS AT
economic prospect and if this is the case further drilling will follblese are the first known drill

holes into the Reliance prospect.

Samping by MCO during the initial phase of exploration returned a result of 12 g/t Au from a
guartz reef in the Reliance dyke found in one of the underground drives proving that the Reliance
dyke is mineralisednd worthy of testing at depths beyond accessitifives

Logging of RED1 has only highlighted three small intersections of dyke material and the hole has
been reinterpreted to suggest that the dyke bulge mapped near the surface dips shallowly to the
north-west and REQ1 pasedover the top of the gke.

Sampling of thin quartz reefs veinsfound in the three dykéntersections returnedyrades up to
0.59 g/t AuMCO is cognizant that thistise first ever drillhole in to the Reliance dyke and further
drilling and samplings needed befor¢he Reliace prospect can be better understood

Hole Number | Easting (GDA94) Northing (GDA94) | Depth | Azimuth | Dip

REL 01 0425280 5853210 150 045 60
REL 02 0425280 5853210 400 045 75
REL 03 0425290 5853220 250 355 70

WSEAFYyOS GNATIK2(S [20lGA2YyaA
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RELIANCE MINE WORKINGS

Underground workings
Shaft

Basic dyke

Dip &strike

Portal

Station No.

Datum GDA94

5853300

Approximate dy'ke////ﬁ\

contact

Proposed diamond
drill holes

5853200

Reliance Prospect Drill Plan
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REGIONAL EXPLORAT(@bluding Shandong JV)

Logging and sampling of last years All NatidvidN 5241 drilling has been disappointing with little
mineralisation beindoundto dateRSa LJA 0 S (1 KS LIN®RiagLaA$ighigtade pfodusedl 2 NB
(132Kozs). Part of the lack of drilling success to date is believed to be the series of narrow ore
bodies making up the All Nations and lack of underground access to exposedggoikimay be
possible to enter the All Nations adit in much the same vein as the Rose of Denmark adit
refurbishment and this is being assessed currently. This would have the added benefit of allowing
potential exploration drilling access to the Loch Fgme body without disturbing the surface of

the Thomson catchment side of the prospect, which is closed in the late autumn and winter
months. MCAR & (1 S OK Yy A @urrently (réviewihg théddv information from the drilling
program with historical data ad re-modelling the All Nationsdeposit and once this has been
completed a decision will be made on the next phase of work.

Rose of Denmark MIN 5299
Mapping and sampling ontinuing at the Rose of DenmaiRoD) prospect in preparation for

diamonddrilling from the underground winding chamber this coming winter. Assays from nine
grab samples returned to date range from @.86.2 g/t Au (range previously reportedarSples

have beercollected fromvarious locations along the main RoD adit from quartZ neaterial in or
adjoining the dyke. Although the RoD is a fairly narrow dyke at the adit entry, it bulges at the
winding chamber area and drilling will attempt to explore areas underneath the known workings
within that dyke bulge.

On the entry to the Rolproject area, works have commenced on upgrading the main bridge over
IFyy2yQa [ NBS]T G tINIFRA&AS t2Ay0 y20 FI N FNP
heavy machinery and trucks to pass safely over the creek and provide better amenity taahe lo
community and residents as well.

Other regionakxplorationwork included site visits to the Wallapyingha and Loch Fyne mines to
assess the accessibilitgr more concentrated exploration progranamd to plan fldwork in the
upcoming months. Accede the Wallaby mine is quite steep but MCO is investigating an older,
easier access route which we believe will give us access to lower adits and better drill sites.

Remedial work needs to be done to access the Hunts dyke on MIN 5299 as the consistent wet
weather leading up to Christmas has caused the vehicular track to partially collapse into the creek
running past the mine.

STAFFING

DNB3 /daNy2¢63 a/ hQa OKAST 3IS2ft23Aa0G KFa 0SSy
responsibility for the day to day runnirgf MCO operations ahe Woods Poinsite, with special
emphasis on the Morning Star min®ICO has appointed a number of technical staff to key
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L2aAdAzya G2 laarad DNB3I Ay YrylF3aAy3a al/ hQa I
exploration geabgist (Chris Woof) andhine engineer (Alexandra Kempghris Woof is a very
experienced exploration geologist with both regional and near mine exploration experience and
until recently has held a similar position with Barrick Gold in Kalgo@tigs habeen tasked with
overseeing the current scope of works and planning and implementing atéonmgexploration

plan for the entire region. To this end Dr Peter Jackson a specialist in the Woodg&idieid

will mentor him.Alex Kemp is a mining engineaho also has degrees in surveying and geology
YR 20SN) mp &@SIFNBQ SELSNASYOS Ay dzy RSNHNEZ dzy R
YAYS Sy3aaAySSNI o6lFaSR i GKS a2NYyAy3 {effdctNé 1Y Ay Sd
Jan 2011Alex willbe responsible for operational and technical matters onsite and will assist Greg

in overseeing the Woods Point workforce. Astarted with Morning Star ibec 2010In addition

to these two senior hiresanother geologist and two field technicians haveeh hired to assist

a/l hQada G(GSOKyAOLFt GSIY Ay NBIAZYylf SELX 2N} GAZ2Y

CEO Search

A professional search consultant has been engaged to scout for a CEO of Morningl&taveso

are looking for aselfstartingleaderreporting diectly to Nick Garling and the board. The CEO will
have strong organisationand interpersonalskills and head up what will become a Victorian
based executive stafficluding those at the mine site(syhe successful candidate would likely be

an experiencd mining operative with a strong eye on growth of MCO both at Woods Point and
beyond. Several high calibre names have already come to light. We would like to make a decision
on CEO before the end of the second calendar quarter this year. Other seniorareld®ing
consideredoy MCO in this expansion phase also.

WEBSITE

Morning Star have engaged Heywood Innovation during 2010 to improve their online offering and
make information about the company more easily accessed. Much time and effort have been put
int2 NI} AaAy3d GKS O2YLIl yeQa LINRFALS Ay (GKAA NB3II
unveil three websites. One is the main company website which will have a focus on investors and
media offerings for those with instantaneous attention spansnita Rl & |y R I 3SX
WYAONRAAGSQ gAff O2yiFlAy | LX SGK2NI 2F KA&a(G2]
Shareholders will be able to access historical information about the gold mines surrounding
Woods Point and the history therein. Tkidrd site (microsite) will be a site that MCO has set up

for the community of Woods Point and carry all the local tourist and Woods Point centric
AYVTF2NXYIEGA2Y D 222Ra t2Ayld D2fR YAONRAAGS Aa LI
in 2011;150 years since Williams Gooley discovered gold in the Woods Point district.

PROGRESS REPORTS
As flagged previously, going forwards we are adjusting the way and rate offleawsn our
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report such as this one and a short summary of these updates will be encapsulated in a quarterly
report at the appointed quarter end. In this transitional period into full gold production, we will
keep you abreast of progress atesiperhaps even more regularly with short updates. We are
patently aware that all are excited and anxious about the step up to gold production and are fully
focused thereon.

(07 Mar 2011)

GRAVITY PROCESSING PLANT (GPP)

MCO has worked its way through a ldtissues raised during the commissioning of the processing
plant that are affecting the throughput and continuity or ore processing. The 3 major issues being:

1 ¢KNRdzZIKLIzi 2y O2y @Seé2NIm W +mQ (2 GKS LINAY
1 Effectiveness of the Vertical Shafipactor (VSI) (secondary crusher)
1 Continual damage and need for replacement of the lower (1mm) vibrating screen.

CV1 (conveyor 1)

Due to high speed of the motor controlling CV1 the feed to the jaw crusher is too much for the
crusher to operate efficientland to overcome this MCO has had to s&iprt CV1 to control the

feed to the crusher which in turn has caused a pulsing effect in the crushing circuit which has led
to problems with the screen and the VSIo overcome this problem a slower, higher quality
gearbox has been ordered and is expected to be fitted this week.

Vibrating Screen

MCO is finding that a large amount of sharp oversize material is being produced by the jaw crusher
and when this material passes over the vibrating screen it is causingnthersize fine scen to

rip and fal continually. Discussions between MCO, Gekko and the screen manufacturer has
produced a list of possible solutions. A new tougher screen has been ordered and is being fitted
currently.

VSl

Throughput and power issggtripping out the electrical circuit) have been resolved with the-VSI
most of these issues are thought to be related to problems with CV1 as discussed above.

Gold milling / gold pour and onsite concentrates

As continuity issues with the ore processipant are still being sorted out MCO is feeding
development ore into the plant. Development ore is a mixture of high grade Maxwell reef ore
(quartz) and low grade (~5 g/t Au) gabbro dyke material. The low grade gabbro contains a mixture
of gold and sulplie material which is causing separation problems in the gold room where it is
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difficult to separate the free gold from the sulphide material. A high grade concentrate has been
sipped offsite to enable the first gold pour but it is stressed that this istimetlong term plan,

rather the short term plan while the end of gravity milling is sorted out by Gekko as per GPP
design. To achieve separation of the two materials involves continually passing the gold/sulphide
material over the table, with each pass rewing more and more of the sulphide material. Each
pass removes more sulphides, it also removes a percentage of the gold which means that the
concentrate becomes cleaner (contains a greater percentage of gold) but contains less gold. It
should be noted tht the gold that is associated with the sulphides is not lost but just cannot be
used in making a gold DORE bar onsite and should be considered as a high grade middling product,
which may need to be @ated offsite in the interima / h Q& Y S i | coricazMiEh Gakkai A Y
are trialling different techniques to remove the sulphides without affecting the gyt gold in

the concentrate A full summary of amounts milled and gold recovered will be available middle of
this week and will be released with arther progress report of the other site and offsite activities.

(11 Mar 2011)

Further commentson milling and gravity circuit

vl

A new higher quality gearbox has been installed on CV1 and is designed to allow a more controlled
and continuous feed from CV1 to the jaw crusher by enabling CV1 to run at a slower and more
variable speed Gekko and MCO will monitor the changes to assehether the new satp needs
additional control between the weightometer and CV1 to work correctly thus allowing the correct
amount of ore feed into the jaw crusher and onto the VSI.

Vibrating Screen

A new polypropylene lower vibration and separatiomesn has been fitted to the GPP this week.
This is after several previous screens have had to be replaced due to damage. This screen controls
the separaton ofMYY FAyYy Sa FNBY GKS 20SNBAT S YI GSNAI§
(inline pressurgig) and the oversize material being sent to the VSI (vertical singftactor) for
secondary crushing. The aperture of the new poly screen is in fact 1.4mm (up from 1mm in the
initial design) and this has caused larger material to pass through to thesgaide of the GPP

and this has impacted on the tailings pumps which will need to be adjusted to ensure the correct
dispersal of tails from the mill. The poly screen is expected to be much tougher than previous
screens and the only other potential issue lhe monitored relates to the overall aperture mass
and what material that filters as larger particles will move to the IPJ. Gekko / MCO will need to
carefully monitor whether or not the new poly screen impacts the separation of gold from ore.
Again more BP continuity will help herein.

VSI
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Problems to date with the VSI relating to ore throughput, recirculation and power failures (tripping
out) of the VSI are probably caused by the faster than desired feed rate of CV1, which led to the
feed to the crusher bing of a stogstart nature. Gekko and the VSI manufacturer advised that one
potential solution is changing the speed that the VSI operates at to increase the throughput in that
way. This is on hold at the moment until the changes to CV1 gearbox have thaksd
adequately on the expectation they may resolve the VSI issues altogether. It is expected that once
the feed rate is correct to the VSI as per design, that the VSI will be more effective in preparing ore
for the screens and gravity processing. M@Oalso considering other additional crushing
alternatives should this outcome not be achieved in a desired timeframe.

Concentrates

MCO consider with the issues in commissioning the mill, that on the balance it is too early to make
categorical statementsabout the gold recovery and treatment of concentrates. Gekko have
advised that as mill continuity increases and more mining grade ore is processed versus mixed or
shandied ores and rock types, concentrates should be more amenable to onsite gravity gmeltin
and Dore production. It needs to be said that the first samples of concentrates processed by a
recognised refinery in Melbourne have proved cost effective and expeditious. MCO recognise that
this is a good short or medium term solution until concentradesite are of a standard to enable
AAGS avStiliAyaed hogAizdzate al/h gtyid GKSAN Dtt
outcome for all and we are working hard every day to enable this outcome.

Wilfley Table in MC@ GPP
Gold production to date (offsite smelting)

Morning Star sent two samples to a Melbourne lab and foundry in order to test gold recoverability
from concentrates prepared onsite at the Morning Star miaed ultimate precious metals
NEO2OSNE® /2yOSYyiaNrdS ! Kra 0SSy aAIYyATFAOFyGf
GPP and Concentrate B was less so. The resulting offsite smelt refined / recovered 341 grams of
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gold (Au) in a 2 bars. Also ressed was 74.5 grams of silver (Ag). See table below:

RAW WEIGHT Au RECOVERY Ag RECOVERY
CONCENTRATE A 538 grams 221 grams 50.5 grams
CONCENTRATE B 915 grams 120 grams 24 grams

CKA& AYyAGAIE 2FFaAGS &aYStd A& O2YyaARSNBR |
SELISRAGAZ2dzat & LINE RH2ZONNOZ R A& FarNiad $1J TN VAW RF G
Ay o2af oS XY FSSEAYI A& GKFEG GKS €26SNJ INF RS |
NI ¢ 6SAIKG g2dzZ R Ol dzaS fSaa (GNRdzotS |yR 2LISN.
TN OGA2YSR KAIKSNI ARIN }Bé ORF VS FYi NNIIES 6@ ANy SREG & 1
O2YAy3 $SS1® ! RRAGAZYI flro YR F2dzyRNE (Saia
YSGlLtfAOHESTIVIRE Ay LINE a Syu Ay (GKS a2z2NyAy3 {ijlr
SEGNI OGSR 6l & Slddt G250a@2zi syt 2 NEORSGSADS

KIS 0SSy aKALILISR G2 DS{112 Ay F£€FNFG F2NJ I-é

NEW WINDER SHAFT UPGRADING

al hQa yS¢ 6AYRSNI KI & 0SSy A afetdomnisSiGhingThe Raik & dzy
factors outstanding in the commissioning before designed usage at higher speeds and capacity can
be carried out, are a new cage construction, implementation of a staodetection &safety

system and compliance withest gractice /relevant mining standardacross Australifor haulage

of ore and men (different standards apply to each). In addition, MCO has been carrying out an
ongoing program of shaft and headframe structural upgrading, which has been set down for some
time and which is overseen and approved in its implementation ultimately by WorkSafe Victoria.
MCO s working with very experienced, expert shaft and haulage engineering contraators

ensure thisnew system is safely operating in the soonest timeframe. dixigected this will see
haulageusing the new system commenceApril 2011 MCO is alsanplementing ongoing

upgrades tats old winder and obtaiimg certification under thesame applicable best practice
standarddor it to be used as emergency access agaess to the mine. A third suitablnder

has been obtained to cover the commissioning period in order to eliminate and/or reduce any
unforeseeable delays.
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¢KS ySé 6AYRSNI Aad FHAKWSERA & MWBEBNREIOI Wilia LINR Ro

As reported earlier this year, once commissioned and coupled with the new haulage cage that is being
constructed for MCO and ongoing shaft stability maintenance, the winder will be able to haul ore up the
shaft at arate at least 5 times faster than the old winder. The new unit is computer controlled and is
designed so it can be easily upgraded in the future to allow fully automated haulage s¥ifaurkel cost

benefit analysis of this make the case clear to upgradenthdage at the Morning Star goldmine further
still.
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UNDERGROUND DRILLING

MCO has commenced a program of six planned holes in the historicallgiaiga Burns Reef
zone from the 6 Level of the Morning Star mine (~180 metres depth). This is the first
underground diamonedrilling program at the Morning Star mine since the Maxwell and Kenny
Zones were discovered some -I00 metres deeper in 2008. Drill hole {L6 has been
completed and L& is commenced with the drilling being planned to enhance the current
expanding mining plans and add to the in mine resources.

L61 was drilled to test the southern extension of the Burns reef above the 6 Level drives and ¢
narrow quartz reef, surrounded by intense hydrothermally altered gabbro dyke host rock was
intersected where the hole was planned to pass through the Bureef. L61 was then
continued on to the eastern contact of the gabbro and the dyke sediment where more
hydrothermally altered dyke material was encountered. MCO is awaiting assays for these twc
zones

Hole L62 is being drilled along the same plane asllfut at a steeper angle and is planned to
intersect the same two potential mineralised zones and to date haseathed the first target
zone.

{'wC!/ 9 5wL[[LbD

A preliminary program of seven diamof@NA f f K2f Sa FNRY &dzNFI OS
MnmE: 28YSR wSEAFYOS YAYS LINR2SO0 2y 9[ pnTd:
for details). RLD 1001, 1002 & 1003 all failed to intersect significant ioteyse of the Reliance
dyke, though REQ2 was stopped short of the potential target depth due to the loss of drilling
equipment down the hole, and this lead to a rethink of the conceptual geometry of the Reliance
dyke. (See Table 2 below for notable gssssults to date).

RLD 1004 intersected the dyke at 23 metres depth for a downhole width 83 metres. A numbe
of zones of core loss were intersected in the weathered dyke which MCO has interpreted to be
reefs that have broken down in the weathering zondCO has yet to receive any assays back
from RLD 1004.

RLD 1005 is considered to be the best hole with a large intersection of both weathered and fres|
dyke and a number of large areas of stockwork or brecciated quartz reef. The dyke material c
RLD 1005also shows significant largeale hydrothermal alteration, which is typically a
significant indicator of mineralisation in the Woods PaiM{alhalla goldfield.

The presence of quartz stockwork and hydrothermal alteration such as in RLD 1004 and 1005
also found in the ore zones of a number of gold mines in the field, especially the A1 Mine anc
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the Rose of Denmark mine, suggesting that this zone is highly gotep for gold
mineralisation.RLD 1006 and RLD 1007 have been completed and no thorougjhdagf the
holes has yet occurred but both holes have significant intersections of dyke (35 and 97 metre
downhole intersections of dyke respectively). The holes will be logged and sampled over the
next two weeks and results will be released as they coonlkeand. It should be noted that RLD
1007 was drilled directly below RLD 1005 and both holes have large zones of hydrothermall
altered dyke material and RLD 1007 has a wide zone of brecciated quartz adjacent to the eastel
contact with the country rockesliments.

An update on this highly exciting zone will be made once assay results have been received.

Hole Easting | Northing | Depth | Azimuth | Dip Dyke Best Result
Number | (GDA94) | (GDA94) Intersection
RLD 1001 0425280 5853210 | 183.6 055° -70° 63-69.7m

. . | 149.3154.6m &
RLD 102 | 0425280 5853210 | 384.1 035 -75 162.8165.45m

. . | 12.1247m &
RLD 1003 0425290 5853210 | 140.1 035 -30 26.1538.7m
RLD 1004 0425290 5853220 | 125.7 015° -45° 22.8106m
RLD 1005 0425290 5853220 130 360° -45° 42.4106m
RLD 1006 0425290 5853220 114 345° -45° 61.596.5m
RLD 1007 0425290 5853220 189 360° -65° 65.7159.4m

¢l 0fwsS it yOS

SNAE f K2t S

CAWSEVM I yOS f5INAE £ K2 S

[20FGA2ya

Hole Number From To Intersection | Grade g/t Au
RLD 1001 63.0 69.7 6.7 0.17
incl 68.2 68.5 0.3 0.59
RLD 1002 69.4 69.6 0.2 0.67
72.0 73.0 1.0 0.35
131.8 132.5 0.7 4.40
133.0 134.1 1.1 1.14
138.0 139.0 1.0 0.48
144.0 146.0 2.0 1.80
162.7 163.0 0.3 1.03
RLD 1003 35.6 36.6 1.0 1.17
RLD 1004 Logged & SampleglAssays Pending
RLD 1005 Logged & SamplegiAssays Pending
RLD 1006 Not Logged
RLD 1007 Not Logged
¢l o fwsS tHAY y O S &5aNJRef fwKREfdE G &
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Hole: RLD 002
From:| J42.60. To:' |46, 70 # 35

HE B -

LYF3S 2F wStALFLYyOS 12fS H ow[5MnnuH0 aK2gAy3d RNRf

MORNING STAR MIMESURFACE DIAMOND DRILLING
A surface diamoah drill hole (MSD 1101) was started last week to test a known zone of

YAYSNI ftAaldA2y 20 0SSR 0S¢ RAYQ [NSSBhe tdmtydSyaR
the drillhole is to test the lateral extension of a large mineralised zone found Irhdld MS357
which assayed 28.17 g/t Au over 2.65 metres width. MCO believes that this intersection in MS
357 lines up with mineralisation found on Level 3 and in the old workings in the Morning Star hill
and MSD 1101 planned to test this theoryThedrilling program will also test for any new zones

of mineralisation not previously known or recorded. The obvious aim is to enable the
quantification of shallower in mine resources & milling opportunities. At present the first drill

hole has not reached thtarget depth Below: Dilling from surfae into AAAreef one (Morning Stardyke)
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Fig 4 Morning StarGoldmine ¢ surfacedrilling in crosssection

*
wgaw morningstar

mining a golden future




