»
morningstar

mining a golden future

MORNING STAR GOLD NL
ABN 34 000 312 T

Level 4 20 Loftus Street
Sydney NSW 2000
P 02 9291 3888 - F 02 952 3899

30" September 2009

The Manager
Company Announcements Office
ASX

20 Bridge Street

SYDNEY NSW 2001

Dear Sirs,

Fellowing are the Company’s Annual Statutory Financial Accounts for the year ended 30™
June 2009.

A full written and visual overview of the Company's operations for the penod will be

avaliable in Moming Star Gold's Online Annual Report which will be posted on the
Company's website and on the ASX online portal in due course.

Yours fasthfully, -
Nick Garling

ManaglngD‘rector/

»
morningstar

g & Quloen Aduse



AL et e

Moming Star Gold NL
AN 3400331272

COMPANY DIRECTORY

DIRECTORS:
M. M. Garling (Chairman)
M. H. Bed
J. W. Williarma

N. M. Garling (Managng Disector)
P.G. Jackson

SECRETARY:
M), Davis, FCA

REGUSTERED OFFICE:
Davia & Benson, Level 6, 150 Kont Street Sydaey NSW 2000
Telephone: (02) 9279 3711 « Facsimde: (02) 92794711

SHARE REGISTER:
Competorshare Investor Services Pry L
60 Carrington Street Sydngy NSW 2000

Telephone (92) £234 5000

BUSINESS ADDRESS; 4th Floor, 20 Lofes Sweet Sydney NSW 2000

Telephone: (02) 9291 3688 - Facsimile: (02) 9291 1399
W wewwmomegssgold coman B infolimoosingsiang ol com sy

AUDITORS:
Gralam Abbo Associates
Chartered Accountants
10 Crown Serect Sydney NSW 2011
Telephone: (00) 9357 1544 - Facsimile: (02) 9353 4046

STOCK EXCHANGE LISTING:
Morning Sear Gold N.L. shares & options
are Inted on the Australion Stock Exchange Lid.
ASX Codes: MCO, MCOOB

L5



»

morningstar

WG B e Nde

Meormng Su Gold NL
ABN 34008 31270

Directors’ Report

The directons of Moming Star Gold N.L. prosent $he financial report of the Company for the year ended 30™ June
2000

Directors

The names of the directons of the Company in office durmg the yoar and wp 10 the dae of this repoay, enless
othcrwise stated, arc -

Chairman -~ Max M. Garling LLB

Max Garling is 3 Sydncy based mining mvestor who haw boen mvolved with peblicly Nsted mining companies foe
some 40 years. He is a shaecholder in MCO and was heavily involved in dringing the Morming Star Gold mine axwet
to B¢ peblic company Mt Congueror (mow Moming Star Gold NL). Mr. Gaeling was & lawyer for many years who
specialised ia merging mming properties & listed compasies and other forms of mining sad companies law. He has
been involved in vanows mising enterpeises from vendor stage right theough 10 production, including the A1 Gold
Mine in Gaffncy "s Crock Victoria (Brokes Hill Holdings 184 ) and the Daisy Milano Mine in WA (formerly Perilya
Lad now owned by Silver Lake Reswowrces) and now of course the Moming Ssar and surmounding tesements in
Eastorn Victoria Max was re-appointed as a divector of the Company on 19 December, 2003,

Managing Director / Chicf Executive - Nickolas M. Garling

Nicholas Garing (Max"s s0n) has worked for lavestment Banks for 22 years in sres coacerning equity capital
raisng, mset disposal, strectured derivatives and listed markets trading. Afler studying Law ot Sydaey Universiy
and working in a Sydacy legal peactice for 4 years, he moved ingo the fissacial markets, Me worked for arcund 10
years in Tokyo & Hong Koag. with UBS Warburg & Lehman Beothers where he was Managing Director of Equity
Markets Groep for UBS and before that, Managing Direcior of Lebman's Asla-Pacific Equity besiness. Mr. Gerling
is a sgnificant shareholder n Moming Star Gold and works full-cime berween the Company’s Sydiney office and
Woods Point in Victona Nicholas was appointed as a direcsor of the Company oa 20™ Masch, 2007,

Director — Jeffrey W, Williams BSc (Min Engineer) MBA MAusIMM AFAIM

Jeff Williams is a mining engineer with over 20 years experience in underground mining operations. He worked

with CRA Limaod (now RIOD) for 12 yours minieg silver & zing in their Brokea Hill, NSW mine. Me also worked

with Noeth Lad for several yean as their Senior Project Esgineer, Jeff is currently Managing Director of the ASX

lMMuwﬂMWlNDLNM«m)NM 1997) with extensive gold and mineral sands
Sn?d.!i-u\in Jeff is hased in Melboume Vicooris and was appoisted as a direcioe of the

C«nmuu Febrvary, 2004,

Director « Malcolm H. Bird

Mal Bird has been a Director of MCO for 22 years and has over 40 years experience in the sock beoking industry
with a specialist foous on Australian mining investments. He is also & Director of the ASX listed compazics Ceneral
West GoM N.L(ASX: CWG) (Dwrector since | 7th April 1986) and Silver Mines Lad (ASX: SVL) (Direcsor since
6t Janeary, 2004). Malcolm i based in Sydncy.

Director ~ Dr. Peter G. Jackson BSc PhD MAIG

Dr, Jacksom has boen with Morniag Star for around three years. He is the company ‘s Director of Geology . He has 25
years of extensive practical & technical experience in the Woods Point Dyke Swarm and exneasive economic
geologkal experience across Victora. He has a particular interest in ignecus hosted pold deposins and lectured ot
Melbowne's La Trode University for many years in Geology. Dy Jackson has authored asd coauthored several
peological peblications and conducted hundreds of economic studies mio Eastern Victorian gold deposits. Peter Hived
for many years ot Australia’s Antarctic post in roles with the Burcas of Metoorclogy and is based in Molbowrne,
spending his working woeks in Woods Point at the Moening Star mane site and across MCO's tenements. From a
practical perspective, Dr Jackson » resposaible for liaising and reporting to $ie board on geological findings and
exploration strategy. Mornng Ssar Gold Is Dr Jackson's cnly cerrent public company directondip, Peter was
sppoimed as a direcior of the Company oo 10* March, 2008,
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Moming Star Gold N.I.
ARN. 34003 312 7221

Directors’ Report

Directors' Shareholdings
Particulans of shares and opticns over shares of Moming Star Gold N.L. in which dercctons have a relevant intorest ot
the date of this report are as follows:

Director Ordinary TePaid  Options
Shares

MM Bird 1679455 500000 1,764 455

MM, Gading  £366,747 < 3322681

IM. Wilkams 00,000 - 200,000

NM. Garling 22010179 . 11,938,123

P.G. Jackson - - -

Directors' Meetings
Drring the fisancial year 4 mectings of directons were held. Attendance at Shoso moctings was as detalled below:

Dieecter No.of meetiogy  No. of mectings
held eligitde 4o atteaded
atund

MH. Bird

MM Garbrg
LW, Wilhaema

NM Garting
PO Jachon

Company Secretary
The Sollowing porson hold the position of Company Secretary ot the end of the fisancial year:

Maxwell Jamex Davis FCA

M. Davis was appointed Secretary of the Company on 18 June 1957, Me Is & qualified sccoutant and i & serior
partner of Davis & Bemmon, a Sydney fm of Chanered Accourtants which peonvide services 8 a wide variety of
corpoestes including listed public compamios, Max is also the Company Secretary of Central West Gold N.L., 2 lised
peblic compary.

Principal Activities

The principal activities of the Company In the cowrse of the financial year were mineral explocation, reflrbishment
and development of the Moming Sear mine. There were no significant changes in the sature of the activisies during
the year,

Trading Results

The et boss of the Company for the year onded 30t Juse, 2009 was $2.205,950 (2008 $3,611,331).

Dividend
No dividend has boen paid during the year nor have the directors secommended that dividends be paid.

Review of Operations

Durirg e year the Compamy carried out exploration on s existieg tesements with the object of identifying
economic mineral deposits together with reflrbishment and dovelopment of the Morming Ssar mine. A review of the
operaticns during the your and the rowlts of those operations appear i the foregoing “Anmual Review of
Oporations™,

-k ke
-
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Directors’ Report
Remuneration Report

The remencration of direcions Is establishad by Be sharcholders by way of a fived sanaal foe.
Ihere is no relationshep Between excoutive remuncration and the performance of the Compary.

The Company is not of 3 s o justify a separste remuncration coswminice, all saticrs reganding directons”

emoluments are subject 10 scrutiny st full boand moctings.

Remuneration of Key Management Personnel for the year coded 30 June 2009

s b S S s s s
Directors Shoet Shert Powt Canh Noa-Cmh  Optioss Total
Term: Term: Employment:  Boaus Benelies
Directors”  Cosultiag Super-
Fees bees annuation
Contribation

M H Bird - . 10,000 - - - 10,000
M M Garling . 63,500 10,000 - . . 73,500
J W Williares 10,000 - 10000 . . . 20,000
N M Garling - 128,000 10,000 . - - 1 55,000
PG, Jackson 16,715 30,130 10,000 - . . 6,845

2,715 221,630 50,000 - - . 298,345
Remuncration of Key Management Personocd for the year ended 30 Jume 2008

s s s s s s s

Directors Short Short Post Cush Noo-Cush  Options Tetal
Term: Term: Ewoployment:  Boaus Benelfins
Directons®  Conssltieg Super-
Fees Fees assaation
Coatribation

TR Allen - D] 0 21,500 0 0 ] 21 300
(revred
26.11.07)
M H ind 0 19,900 21 500 0 0 0 41,70
M M Garling 0 720 21 300 0 0 0 79.001
J W Williams 10,000 0 11,5300 0 0 0 21,500
NM Garling 0 36,000 21 300 0 0 0 57800
P.G. Jackson - 0 62268 o o 0 0 62,268
(appossted
10.03.08)

10,000 175,369 99,000 0 0 0 134,369

Directors o their associates weee paid conselting foes in the normsal course of besiness in respect %0 the Company's

CXPIONMNON Prograss &s set oot in Note 18,
The Company had 20 employees during the year ended 30th Juse, 2000,
There are no Servioe Conracts in place.

Interest in Contracts

Since the end of the previows financial year 8o director has had any interest i any comtract or proposed costract with

the Company.



Moeming Star Gold N L.
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Directors’ Report

Significant Changes
Significant changes in the saste of affains of the Company during the financial year were as follows:

On 31 December 2008 62,881,932 unexercised listed options exercisable st 25 cents expired,

O 2 December 2008 the Company ansounced & placoment which reselted in the issse of 11,232,353 cedinary shares
at the isse price of 10 conts por share and 11,232,353 free opticns raising $1,123,235 for working capiesl.
Mm.uwmmimwmomﬁﬁhdmmhwmw
sharcholders. The rights issee was made cn a | for | basin and rosulied in the kssue of 111,057,326 opticns a an
isswe price of | ceat per option, exercisable st 10 conts and expiring 31% March, 2010, The issue raised $1,152,496
for working capital. The optioss were listed on the ASX (ASX:MCOORN),

Financlal Position

Due parsly 8o 3 decreased expendinure of $1,379,249 on its exploration and development program snd the bssoe of
shares aad optioss raising $2.275,73) the Company's net siscts incremed by $200.121 10 $2,380.380.

Likely Future Developments
mmthmbMMqum‘swmﬂﬁmw
or devclopment projects oo current o proximal exploration and mining titles is castern Victoria, Purthermore, it is
planacd that gold mining and production will reconmence at the Moming Star mine and proximal scurces which can
be economically proven. Otherwise there aro no known likely developements,

Environmental Regulations
mCmbm»wmhm»hwﬁMdMﬂmym
with its obligations. No known rehabilitation commitmonts exist & the date of preparation of the accounts.

Since Balance Date

Oa)“W.M’thlMWLW(ASX:GSE)H&nWWh
mw&MNLiWOMMM'WMMMS.MMWQMM
1 10 cents and expiring 31% March, 2010, increasing the Company s cash position by $500,000 00 as at this date.

o.u‘m.mu-muumc—umammu-ﬂum
Director of the Company had excrcinad 7,186,725 listed opticas excrcisable at 10 conts and expiring 31% March,
2010, Sacreasing the Company”s cash position by $718,672.50 as ot tis date.

Since Balance Date the Company has isseod & sotsl of 13,139,904 shares in refanion 10 the excrcise of 13,119,004
options (iInchedieg the issucs detaild above).

Oprions

Al the date of this repoet the usissuod ondinary shares of the Company snder option see as follows;
107,751,993 options which may be excrcised a1 any time for 10c cach and which expire on 31 March 2010



Morming Sear Gold N L.
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Directors’ Report

Non-Audit Services
There were so non-sudit services provided to the Company during the year by the independont audisces.

Auditor’s Independence Declaration
The Compary's auditor has provided an isdependence declantion 10 the Company for the year ended 10 June 2009.
The declaration forms part of this report.

Signed in Sydncy on this J0* day of September, 2009 in accordence with a resolution of Srectors.

o Rl ,-"f)

MM, Garfing

B )

N, M. Garfing




Morning Sur Gedd N L
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Auditor’s Independence Declaration
Under Section 307¢ of the Corporations Act 2001
To the Directors of Morning Star Gold N. L.

I doclare that, to the bost of sy Anowledge and beficf, during e yoar endod June 2009 there have bees:

.m0 contraventions of the asditor Independence requirements as st 0wt In e Corporations Act 2001 in
relation Jo the sodt; and

1. #0 comravertions of any applicablle code of professionsl condinct is relation %o the audit.

Addres: 19 Crowa Strect Sydney

Dated thin J0ek day of September 2009
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Income Statement
For the year ended 30 June, 2009

Notes 30 June 2009 3 June 2008
REVENUE 4 34,064 10K43)
GAIN (LOSS) ON REVALUATION OF INVESTMENTS (192,200) (34,000)
EXPLORATION AND DEVELOPMENT EXPENSES (1,379.249) (2,801 238)
ADMINISTRATION EXPENSES (668,065) (610,926)
GARN ON SALE OF MINING PROPERTIES .
PROFIT (LOSS) BEFORE INCOME YAX (2,205,950) (3611331
INCOME TAX ATTRIBUTABLE THERETO 2 ;
PROVIT (1.083)
FOR THE YEAR AFTER INCOME TAX (2.20%.950) GA11331)
PROVIT (LOSS)
ATTRIBUTABLE TO MEMBERS OF THE COMPANY $(2.205,9%0) $C.611.331)
BASIC EARNINGS PER SHARE 15 (1.83) conts (3.31) cemts
DILUTED EARNINGS PER SHARY, 1$ (1.83) cents (3.31) cents

The accompanying notes form part of these Financia) Stasoments
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Balance Sheet
As o 20 hame, 2009
Nodes 20 June 2000 30 June Tiex

CURRBINT ASSLYS

Cuh and Cash Uguvalonss 3 1240002 L2028

Keocorvabios b 4 S0 »an

Fruancal Awcn 1} 120 00 S10000
TOTAL CURRENT AT LT ALY LS in
NONCUREENT ASSEIS

Property, Mae & Vgaposns 9 nLan 404,124

Mrang P 10 TI6ASE Ty T

Munw Scowrny Boesd 2000 2 000
TOTAL SONCUREENT ASSETS 1 046 200 LABAL 53
TOTAL ASSETS a0 17170%
CURRENTY LIARILITI S

Pryabicy " “W le911
TOTALCURRENY LIARILIYT IS 0 90
TOTAL pIARILITIES “o s
NSET AN $2.80 350 $1.180 %%
ouamn

howod Capenal n AN AR

Mowcrves " 15800 T8 40

Fatarod Poofas (Acwrdstod Loswcs ) (807, 797) (LR95,847)
TOTAL Oy $208008 sl

The accoenpand bag iedes forre pant of Shoae | inancial Stabemress
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Statement of Clm:nges in Equity
For the year ended 307 June, 2009

Shaere Capiel  Accumulated Expired Option  Employee Totad
Lasses 1992 Optica Reverve Benefits
Premesn Reserve
Reserve
BALANCE AS AT 010707 $1L.022.416 $10,2%2,516) SS4K20 s . $3317213
SHARES ISSLED 2,395 500 . - . . 2,395,900
CALLS RECEIVED . - - 2 < °
OFTIONS ISSLED - - - Mo o 4,000
REFUNDS . . - (15,325 . (15,523)
PROFIT (LOSS)ATTRIBUTAELE
1O MEMBERS . (3611331 - . . (611,331
BALANCE AS AT M0608 SIS 418316 SIIAVEREY) $54.800 $600.970 ) $2.1502%9
SHARES ISSUED 1410328 . . - - 1410328
ISSLE COSTS (158.259) - . (43361) - (206t
OPFTIONS ISSUED - . . 1,200 %87 1,500 1202357
PROJIT (LOSS)
ATIRIBUTABLE YO MEMBERS - (2.205.950) - - . (2.208.9%0)
BALANCE AS AT 300600 $16670391  S(16099.97) 54,50 $1.753.408 $1.5%00 $2.380, 380

The sccomparrying notes form part of these Financial Sutements
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Cash Flow Statement
For the year ended 307 Jume, 2009

Notes 20 June 2000 30 June 2008
Inflows (OutBows) Faflows (Ostflows)

CASH FLOWS FROM OFERATING ACTIVITIES

Interest end rert received Moot 108 533
Payments to suppliers & employoes (2,012,902) (3.278.869)
Interest paid (409) °
Net incremse (doorcanc) i canh from opersting sctivities 22 (1,979.247) (3,170,036)

CAMIEFLOWS FROM INVESTING ACTINITIES
Payments for plant and oquipment (15,088%) (416,303)
Net incroase (decrease) in cash from investing activities (15,088) (416,303)

CASH FLOWS FROM FINANCING ACTIVITIES

Monses held foe future share issug ] 410,000
Proceads from issue of shares and optsom 2032932 22200127
Placement fees & ofher share issue costs (18,1461) o
Net increme (docremc) i canh from fisancing actwvities 1,994,571 2610127
Net iscrease (docreane) in cash held 236 (976,212)
Cach at the beginning of the financial yoar 1,242 856 2.219,068
Cash at the end of the financial year 21 S1243.0m $1.242.85

The accompanying notes form pent of these Financial Stxtemonts
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Notes to Financial Statements
For the year ended 30™ June, 2009

L SIGNIFMCANT ACOOUNTING POLICIES
Corporate Isformation

M&WNthwpﬂkmhﬂdhwhmMmmww
Gold NL as an individual estity. The finaacial report was suthorised for issee 0 29 September 2009 by the Boaed of
Directoes.

The Companty primaniy & involved in She exploration for minerals s Amtralia

Statement of Complinsce

The financial report of Moening Star Gold NL s & general purpose financisl report peepared In sccondance with
Awmdralias Accownting Standards (AASBs) including Asstralian Accousting Imerpeetations, adopted by the
Awtralion Accounting Susdards Board (AASE), Ungent bssuos Growp Interpretations (UIG) and the Corporations
Act 2001. Inermaticnal Fmancial Reporting Seandards form the basis of Australian Accounting Standards adogaed by
the AASB.

Compliance with AIFRS

Awtrafian Accousting Sumdards inchade Australian Equivalenss 10 Imermational Finascial Reporting Standands
(AIFRS). Complissce with AIFRS crsures that Be financial repont of Moming Star Gold NI complies with
Imernational Finsacial Reporting Standards (IFRS).

Basis of Preparation

Reporting Bavis and Comwntions

The Enancesl report is prosonted in Ausaralian dollees.
mmd.mmhmmmwmwmw»
make judgments, estimates and ssamplions Sat cffect the application of policies snd the reportod amounts of assets.
Babilithes, revenue and espermcs.

Critical Accounting Extimades and Judgmencs

The extimatos and padgrments incorported into e financial report are based oa historical expericnces mnd the best
available current informaticn ca carrent trends and cconomic data, obesined both extermally and within the group.
The estenales and judgerments made assume a reasonable expectation of Ssture events et actual results may &fer
from these cutimation.

Key Extimasos

palrmcat

The Comparny mscsscs impairment at cach reporting date by evalusting conditions specific $o the group that may lead
10 impairment of macts. Whare an impasrment riger cxity, the recoverable amoust of the asset is determised.
Value-in-use caloddations performed in assessing rocoverable amounts Incorporste a sumber of key estimates.

Rehabilnarion
The compary & roquired to estimate the rehabilitasion costs of its aperations in the accounting policy note in
paragraph (d). The estimate s based 0n masagement bost extimate of the cost.

Lxploration amd evalmation conty
The company spplics judgment in determinng which exploeation conts should be capitalized or expensed as per the
accousting policy in paragraph (c).

12
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Notes to Financial Statements
Far the youw endesd 30" Ime, 2009

L SIGNEFRCANT ACCOUNTENG POLMIES (ooslinsed)

The extimeties and undertying swaamptons are seviewnd on s engoing basia. Kevinions ©0 acoounting extimates are
secognised in the period in which the outbmase s revised if the revision effects only fat poriod, or ie the poriod of e
fevision and foture periods if e revidion afoc Sofh cuvent and funwre periods.  There were no hry adjestmonts
dering e yow whach rogurod acoounming outiruses and judgeents.

The fosncul seport han boon propaned on as acoreals basis and is based o Bistorioal oot modifiod by the
sevabation of scloctod noo-cumvent asscts, Tiancial asets and fmncial Fahiites for which fhe falr value Savl of

vt has hoos appd od.

Accosmting Pobcies

in

@)

)

Iacoms Tan

The change for curmont income tas expenies o bused o the profi for B yoar adoind for vy noe-asesable
or dhallowed narmw. [t s culowlased unimg San retes that e boon emacted o s ssbetand vedy enacted by The
balance shoet date.

Defomed wn s sivownind fiv wing the bulance shoot Rablity metiod i respest of Mempowary difformces
Mg Detioen Do W Banes of soncty sd linbabtaos 3od (awr carmy ing amwesnts i S Soam ia) sdomens.

Deforred income o mucts are rocogaised 10 the ottt it is pesbaiic that future ten profits will be
wvaibeble mpaoat which Godacubic Kmporary S rmmes can e vidned

The amount of borefits brought % account or which ey be realised in e futare s Saned on She smption
Mn“hﬂmh“hﬂ.%ﬁh“hhum
wil dorive sefficknt funwre snessable income 10 omble the Bonefl 10 Be realised and comgly with the
cndtions of dedactdilay imgnmed by the lrm

Baghurstine and Development Eapesdituore

Faphocuion st Divelopesent Expondiure comnts of cxpendimac on prospects il o s explormory sage or
o an ewrly sage of develiprment.  These costs inchade comts of scquisiten, explorston, determmnution of
recoswvable reserven, econoeve fomisley wades, mune refurdbichownt and all sl and adrmrtra e
overheads dreuly socisiod with those projects.  Recoupmest of explorstion sad development coms s
dependent wpom e secconid commorcial cxploitacion of eeh wes of oot The company sdopts 5
“worn of interent”™ method of scoounting wherchy all euplonsion and developesont costs relating 1o soeas of
wdcresdl are wotion off s incemed

Mizing and Developmmest | oanes
Munng and Dievelopment boascs a0o carmiod o oot bws, whesy applasbie. snpurment kouses

When production comesences, the cost of S slevant Joase will be amorined over the it of the mine
sccording 1o the rase of dopletion of the exomarscally revovershle socrves.

Estimancd comte of wbe restorssion, where materiad, are providod over e Lk of the mine Bom when e hease

s acquired. Secwriny depusins have boon lodpod with B5c Dipartment of Minond Rosorces # srfaton 10
potensial we resdoreion cunis

L



Moming Star Cold NL

Notes to Financial Statements
For the year ended 30" June, 2009

L. SIGNIFICANT ACCOUNTING POLICIES (contiawed)
(d)  Property, Plant and Equipment

[¢)

Each claw of property, plant and oguipment is caeriod ot cost less, where applicable, asy sccumulsiod
dopreciation and impairsscat loves.

Buildings, Plant and Equipment
Buildings, plast snd equipment arc moasured on the cost basis less depreciation and impeirment losses.

The carrying amount of buildings, plant and equigement is reviewed annwally by directors o emsure @ is aot in
excess of the recoverable amount from these assets. The recoversble amount is assossed on the basis of the
expected net cash flows that will be received from the assets employment and subnoguent disposal. The
cxpected net cash flows have been discountod 1o their present valuos in determining recoverable smosnts.

Depreciaton
The deprociable amount of all fined sty including buildings, Is depreciated over their useful Fves 1o the
cconomic entily commencing from the time the asset is held ready for use.

The depreciation rates used for cach class of depreciable assets are:

Chass of Fixed Asset Depreciation Rate Method
Buildings 10% Seraight Line
Plarg and equipenent 10% - 50% Diminishing Value

The scts” rosidual vadees and usefid lives are reviewnd, and adjusted If appropeiate, o cach balance shoot
duhm‘w-qiumbmmmmubbmd*mlrmmm
amownt |s greater than its extimatod recoverable amount.

Gasies and losses on disposals are determuined by comparing proceods with the carrylng amoust. These gains
and bosses are included in the income statement.

Employee Entitlements

Wages, salaries and snnnsl lesve
Mh&cthm'lelWhWhnﬁcMMMMh
employees 10 balance date. Employoe benefits that are expected to be settled within 12 months have been
scavered at the amounts expected 10 be paid when the Eability is settled, plus related co-costs. Employes
benefits paysble later than!2 moaths bave boen measured st the presest value of B ostimated flsture cash
outflows 10 be made for those benefies.

Lowg Service Leaw
A peovision for bong service leave is taken up where applicable for all employees.

Equity-scttled compeniation

mmeaWWﬂnMWMammmd
an employoo share scheme. The boaus element over the evercise peice of the employee services rendered in
exchange for the grant of shares and options is recognined s sa cxpense in the income statement. The total
amount 10 be expensed over the vesting period is desermined by reference 10 the fair value of the shares of e
optices granted,
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Notes to Financial Statements
For the year ended 30* June, 2009

L. SIGNIFICANT ACCOUNTING POLICIES (continued)

'
3

]

Financial Instresenty

Recognition and laithal Measwrement
wmwﬁmwmummmnmmmm
Becomes 3 party 10 the contractual provisions of the instrument. Trade date accousting is sdopeed for financial
iscts that are delivered within timeframes establohed by marketplace comvention.

Financial inrusents are initially moasered ot fair value ples tramsactions costs where the instrament is not
chassified as at falr valee theough profit or loss. Transaction costs relted 1o isatrements classifiod as at fal
value throwgh profit or loss are expensed %0 profit or koss immediately. Financial instruments are classifiod and
measured 2 st ot below,

Derecognition

Financial assets are derecognised where the contractual rights 10 receipt of cash flows expires or the asset ks
transferred 10 ancthor party whereby the entity is no longer has any significant continuing involvement in the
risks and benelits ssociatod with the asset. Financial liabilities are derocognised where the related cdligations
are cither discharged, cancelled or expire, The difference between the caerying vaduo of the financial labdey
extingsished or sransforred 10 ancther party and e fair value of consideration paid, ischuding the sransfer of
non-cash aacts or labilities assumed, Is recognaed in peofit and Joss.

Classification and Subseguent Meassrement
Loans and Recevables

Loams and recelvables are non-derivative fimancial assets with flued or determinable payments that are not
quated in an active market and are subsequently measured at amortised cost using the effective intorodt rato
method.

Financial Liabdlies

Non-derivative fnancial Nabilities (excluding financial gusrantoes) are subsequertly measueed 3t amortised
<ost using the effective inlerest rase soethod

Recognition

Fissncial instruments are initially measured st fair vadee. Subsoquent 10 inltial recogniticn these instruments
are measured m sct out Below,

Fasancial avcts ot fair valwe through profit mad bos
Fancial assets in S calegory are stated at falr valee. Realised and unrcalised gams and kenses arising from
changes in ir value are included in the income statement i the period in which they arise,

Farr Vakse
Fair valoe is determined based om current bid prices for all quoted invessments.,

Impsirment of Assoty

At cach reporting date, e company reviews the carrying values of its tangible and intangible assets 10
determine whether thare s any indication that those amcts have beon impaired. I such s isdication exists,
the recoverable amoent of the asset, being the higher of the muact's fair valoo loss costs 10 sell asd valee in wie,
is compared 10 the asset's carrying valuo. Any excess of the asset’s carrying valus over it recoverable amoust
is expensed %0 the income stasement.

14
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Notes to Financial Statements
For the year ended 307 June, 2009

1. SIGNIFICANT ACOOUNTING POLICIES (continued)

(h)

)

m

(m)

(n)

Cash aad Caob Equivalents

Cash and cash equivalents include cash on hand, deposies held at call with banks and bank overdnfts.  Bank
overdrafly are shown within short-eerm bocrowings in curment labilsies on the Badance shoct.

Goods and Services Tax (GST)

Rovonues, expenses mad assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Awstralian Tax Office. In these circusstances B¢ GST is rocognised as
pant of the cont of acguisition of the assets of as part of an item of the expense. Receivables and paysbles in
the balance sheet are shown inclmive of GST,

Cash Bows are incloded in @e Cash Flow Ssatement on & greas basis and the GST componenst of cash flows

srising from investing and financing activities, which is rocoverable from o payable 10 the Australian
Taxation Office, sre clawsified as operating cash flows

Share-Based Paymeats

MWWMI‘&M“MINMMM&:MM&
e grast date. Fair value is measured by use of & trisomial option pricing model.

Acquisitions of Assets

The cont method of accounting is esed for all scquinitions of assets rogardiess of whether shares or other assets
we acquired. Cont is determined as the falr value of the ausets given up #t Se dato of acguisition plus costs
incidental 10 the acguisition

Trade creditors
A%imﬂb“ﬂm@ﬂbmmmmbhwum
Trade creditoes are normally sesthed within 30 days.

Net fair value

The net fair vadoc of casd, invostments and trade credisoes appronimates their carrying value,

Revenue

Inferest revenue is recogaised cn & proportional basis taking in 10 acoount the interest rates applicable 1 the
financial asvicts.

Oxher revenue i recogmised when the right 10 receive the revenus Bas boen ostablished.
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Notes to Financial Statements
For the year ended 30" June, 2009

L. SIGNIFICANT ACCOUNTING POLICIES (continued)

(0)

Q@

)

(%)

Intangible Assets

Iatang e assets acquirad in a businoss are initially measered ot cont. Intangible assets with indefinite Sves are
mhmmmmmauwmummmmm
mMm%li&M-iﬂmwb-m&hmmme
m*muummm»uwuuumaummk
assessment from indefinite 10 finie is accoented for as a change in an accounting estimate and is thus
accounted for on a prospective basi

Issued Capital

Ordinary shares are classified as equity. Incromental costs directly attridutable 10 the ssue of new shares o
MtheﬁyooMmorthMlMMM
sributable o the issue of new shares o options, or for the acquisition of a business, are included i the cost
of the acquisition &s part of the parchase consideration.

I e Company reacquires its own equity imtraments (¢.2 as the result of & share buy-back ), those instruments
mMMMMhMMwMM&ﬁ«hBWh&M«
ks and the comsideration paid inclading amy drectly aowributable incremental costs (met of income taxes) &
recognsed direcely in oguity.

Earnings per Share

Bavic earnings per share

Basic camings per share is devermined by dividing net peofit after income tax attribumabe 1 members of the
m'wmmnwmuwmmmahumm.
Dilated earmings per share

wmummmmuuhumammwumnmm
m&*hmmﬁofmdmfmdnmwm&iww
cedisary shares and the weighted average number of shares assumed 10 Mave been isued for no considenssion
In relation 1 &utive polential ordinary shares.

Comparative Figeres

Where roquired by Mwmmmmmwbww‘m“.uh
presentation for the curment fsancial year.

Going Concern
mmemm.mmummnmmuw
hnc-hmﬁmsumaommamdslmmmmmnumamm

“MCOOB> eptions and the directors are confident that sufficiont options will be exercinad 10 emsure that the
Company will be able w continue 23 3 going concem.

17
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Notes to Financial Statements
For the year ended 30* June, 2009

2. Income Tax Expense:
No Incemne Tax i payable is rospect of either this year or the previous year,

The Company has residual doductible exploration expenditure and losses foe Income Tax perposes snrecosped at
30th June, 2009 as shown below, subject to confirmation by the Australian Taxagion office.

The future Income Tax benefis which may be derived from this expenditure and tax losses has not been carried
forwanrd as an assct in the balance sheet and will caly be obtained if the Comspany;
1) derives future avesable imcome of a nature and sufficient amount 5o enable the benefit 1o be realised;
i) continues to comply with the legad conditions for deductibility; and
iii) no changes in legislation adversely affects the ability of the Company to realise the benefit.

30 June 2009 30 June 2008
Explocation & developmen expenditure & tax lowses carriod $15,752,02% $13.470,922
forward

The benefit of these deductions a the income tax rate of 30% s as follows:-
Future Income tax benefit mot brought %o account $4,725,608 sqaon0n

CE— . - R ad

Nussericad reconciliation of income tax expense 10 peima facle tax

payable is as follows:

Profit (koss) from operations before income tax expense (2,205,9%0) (3,611,331)
Tax at Austealian txx rate of 300 (2008 also at 10%) (661,785) (1,083,399
Tax effect of nostemporary differences (021 656
Tax effect of oquity raising costs debied 1o equity (21,795) (10,22%)
Tax effect of lemporary differonces 20 .
Tax effect of tax losses sad semporary differonces aot recognised 634331 1,092,968
hocome tax expome 0 ]
3. Franking Account:

Balance of frasking sccount at year end $25.4% $24.45
i. Revenue:

Intorest Recoived — Other 34,064 108,533

$34,064 SI08.533
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Notes to Financial Statements
For the year ended 30" June, 2009
5. Loxs for the year after charging: 10 June 2009 30 June 2008
Auditons Romuneration: Asditing or Reviewing the Financial
Report (0o ofher services were performed) $l103% $ 9x%0
Depreciation of Property, Plam & Equipment $ 91,190 $71.513
6. Cask and Cash Equivalents:
Caoh ot Bask 149,052 1,181 8%
interest Bearing Deponits 199,000 61,000
S1245 002 $12428%
7. Receivables:
Other Receivables 15,045 33,332
$15.055 sig a2
8. Financial Assels: ot fair value throwgh profit and lexs
Shawres in listed corporations:
At fair value $120,300 $313,000
9. Property, Plant & Equipment:
Buildings & Cos 60,154 60,154
Lexx: Accumulated Depreciation 60,154 60,154
0 0
Plant & Equipssent at Cont £15.909 00321
Less: Acowmnulaned Depeecintion 437,487 196,697
328022 404,124
sizeon $404,124
Movement in Carrying Amounts

Reconciliation of e carrying smounts of cach class of property, plant and equipment at the beginning and end of the
currest Bmancial year are 2 follows:

Plaot & Buildings Total
Fquipment
s s s
Carrylng value st start of year 404,124 - 404124
Addrtions 15.08% . 15,088
Desposals - - -
Dxpreciation OL1%) . (91,190)

Carrymg value at end of year 328022 - 32800
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Notes to Financial Statements
For the year ended 30" June, 2009

10. Mining Properties: 30 June 2009 30 June 2008
Mining & Development Leases - See A below 716,858 716,558
Mining Exploration & Devolopment Expenditure - See B below 0 0
$716,853 S$TI6 58

A Mining & Development Leases:
Balaace brought forward 716,858 45245
Mining Tithe Purchased in Year 0 264,000
Balance carmied forwand STI6858 $716858

8 Miming Exploration & Developeeent Expenditare:

Balance beomght Sorward 0 0
Expenditure Incurred during the year 1379240 2,801,238
Expenditare writion off during the year (1,379.249) (2.801.23%)
Balance carried forward s o s 0

e —— - -

ummmammammmwqumw
development and exploitation or sale of the respective areas.

I1. Payables:

Sundry Croditors & Accruals 23974 65,101
Application Momees for Pending Share Baues 0 410,000
Employee Bescfits Payable 7.064 SE310
L nsecured Loan 8,509 o

Saaa? $536911
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Notes to Financial Statements
For the year ended 30* June, 2009
12. Issued capital: 30 June 2009 30 June 2008
Faid ap copvval.
A beginsing of fissacial yoar:
F14.596.754 Ovdinary Shares (2008 106,506,071) 15,413,316 13007416
500,000 @ 1c Paid (2008 $00,000) 5,000 5,000
bssued durng the year:
13353.753 Ordinary Shaces (2008 £.090,663) 1,410,325 2,394,500
Share Issse Costs (153.2%0) o
$16,670,391 $15,418.316
Al end of financisd year:
127,950 487 Ordinary Shares (2008 114,596, 734) 16,665,391 15,413,316
500000 @ 1c Paid (2008 £00,000) 5,000 5,000
$16,670,%9) SIS418316

During the year the following changes were made to the sharo capital:

03.07 2008 bawe of 633,000 shares at 25¢ in licw of placesent foes
15072008 Esswe of 400,000 shares at S0

15.07.2008 Amended back-iaue of 1,000,000 shares at 15¢ relatod 10 snder issuance in carfier lssee
01.01.2009 Issve of 11,232,353 shawres at 10c

29.04 2009 Issue of 63,400 shares at |0 on exercise of options

23.06.200% Issue of 20,000 dhares ot 10¢ on exercise of options

Partly Paid Shares

During a prior yese 2,000,000 shares were isssed w0 directons # a price of 10c per share, paid 10 Ic on isvec and the
spaid amount 10 be called by the Company ot later than 10 years after the iswee date.

As ot 30™ June, 2009 500,000 shares remained partly pald 10 the extent of % per share.

pvions

As 2 30" June, 2000, the Company had 122,351,279 share options oo s (2008 MOOOA series 61.281,932),
vercisable m lomuwun'mmom:m“mu&mmm
i1 Decomber 2008).

Hrdmary shares participato in dividends asd the proceods on winding up of the Company in proporsion 10 the number
f shawes held.

\t shareholders meetings cach cedimary share is entitled %0 0ne vole when & poll is called, odherwise each sharcholder
s 0ne volo on a show of hands.
wﬂMMMWM“MMbMaqmmwikﬁqmm
ad.

share Opeions carry no rights 1o dividends and no voting rights.
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Notes to Financial Statements
For the year ended 30™ June. 2009

12, Issued capital (continued):

Capital Management

The Company s cbjectives when managing capital is 10 safeguand the abdlity 10 continee as 3 going concem, o that 2
can continue 10 provide returns 1o sharcholden and benefits for other stakicholders and 50 mainain as optimal capitald
structure 1o reduce the cost of capital.

Masagement efectively manages the Company s capital by sssessing the Company's financial risks and adjusting iss
mmhm»whmmuhummmmmmhum
adoptod by managoment 10 controd the capital of the Compamy since the prior year,

13. Reserves:

Expired 1992 Option Prewiam Reserve

The Expared 1992 Opticn Pressium Resorve rocords the total amount received from Bhe issue of options during the
firancial yoar ended 30th June, 1992

Cpvion Reserve

The Option Reserve reconds the total amount recoived from the issue of optioas as at J0th June, 2009,

Famployee Bemeflis Reserve

e Employee Benefits Reserve arises on the grant of share opticas 1o cmplayees of the Company working at the
Morng Star misc-site. Amounts are tramderred out of the reserve and into share capital when $he options are
exercised,

Movement in Carrying Amounty of Reserves

30 June 20090 30 June 2008
Ralance a the beginning of the year 655,790 587,313
Additions to reserves 1,153,956 684
Balance of the end of the year 1,809,786 655,790

I4. Segments:
In the year ended J0th June, 2009 the Company operated entirely within Awstralia and the principal activity was the
saploration for miscraly,

/5. Earnings per Share:
a) Eamings usod in caloulation of bassc EPS ($2,205,950) ($3601.331)
b) Weighted average nusber of crdinary shares outstanding 120.266,133 109,056,743

Juring the yoar used in caloulation of basic EPS,
Mmmmuummuummmmmmm

"
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Notes to Financial Statements
For the year ended 30* June, 2009

16, Commitments for Expenditure:

Explovation Commitments

In ordier to maintain curment rights of tesure 8 exploeation tenements, the Company is required o meet the minimues
expenditure requisements of the Victoran Mines Deparmment. The payment of hese obligations, which are not
provided for in the accounts, Is dependent spoa successful fuure fund - rising snd are payable as follows:

10 June 2009 30 June 2008
Not later than one year 1655580 1,008,730
Lager than onc year but not later Dan five years 3614902 5,268282
Lator than five years 0 0
17. Key Management Personnel:
Devails of Key Mamagement Personnel « Direcsors
Max M. Garling Chawman
Nicholas M. Gerling Masaging DirectonChief Exective
JefTrey W, Wilkams Independent Director
Malkcolm H. Bird Diroctor
Peter G, Jackson Direcice
Compensation of Key Mamagement Personnel
Short Term Employee Benefits 248345 185369
Pest Employment Benefits 50,000 99,000

$208, 345 $284.369

- — S —

ummm«wwwmmdumuamahwowwn‘m

18 Related Parties:

Key Management Personmel )
The aggrogate nember of shares and options for shares of Moening Star Gold N.L. acquired or disposed of by Key
Management Perscanc] during the year bs as follows -

Fully Paid Ovdinary Shares:

Key Halaace Received as Optioas Net Chxoge Balance
Management 1July 2008 Compensation Exercised Other* 30 June 2009
Personnel

M. M. Bind 1435080 - . 284375 1679455
Mr. M. Garling B.366,747 - . (200,000) 8,366,747
M. ). Willisens 700,000 - . - 700,000
M. N, Garling 21,621,306 - . 389,873 200109
Me, P, Jackson - . - . .

0323133 . . 434248 32957381

* Net change other refiers 8o shares purchased or sold during the financial yoar,

pd |
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Notes to Financial Statements
For the year ended 30" Jume, 2009

18. Related Parties (continued):

Partly Paid Ordiaary Shares (paid 1o le):

Key Balasce Recelved as Optioas  Net Change Balasce
Management 1 July 2008  Compensstion  Exercised Other* 20 June 2009
Personnel
Mr. M. Bind 500,000 8 = - 500,000
Mr. M. Garlieg . - . . -
Mr. J. Willisens . - . . .
Mr. N. Garling . . . - .
Mf. '- M“ . A - - -
00,000 0 0 0 500,000
* Net change ofhor refors 10 shares purchased or sold during the financlal year.
Options:
Key Balance ot Graoted = Exercised  Net other Balance at
Management 30 June 2008 Compeasation No. change 30 June 2009
Mr. M. Bied 659,728 - - 1,104,727 1,764,455
Mr. M. Garling $.5309%0 - «  (2,508.249) 3322481
Mz, J. Willliams 350,000 - . 350,000 700,000
Mr, N. Garling 1,097,779 . - £40,344 11,938,123
Me, P, Jackson - . - - -
17,938 437 0 0 (213,17%) 17725259

A e

* Net change other rofers 1 options expired and parchased during the financlal year.



Moming Star Gold N1

Notes to Financial Statements
For the year ended 30™ June, 2009

18 Related Partles (continued):

Number of Optons held by Key Management Personnel:

Key Balance at Total Total Vested and Tetal Vestod and
Masagement 30 June 2009 Vested Exerciable Usexvercisable
Persoand 30 June 2009 30 June 2009 30 June 2009
Mr, M. Bird 1,764,455 1,764,455 1,764 455 -
Mr. M. Garling 3322681 3,122,681 3322681 -
Me, J, Williams 00,000 700,000 700,000 .
Me, N, Garling 11,933,123 11,938,123 11,938,123 -
Me, P, Jackson - - - -
Totad 17,725,259 17725259 17,725,259 -

Tramactions including G.S.T. entered into dering the year with Key Management Persoanc! are as follows:-
1. York Place Securities Pry Lissited, & company controlled by Mr. M. Garling, received comwlting foes of
$63,500 in the normal course of business in respect of the Company's exploration and mining peogram.
2. Mr, N, Garling recoived consulting fees of $128,000 in the normal cowrse of business in respect of the
Company’s exploration and mining peogram.
3. Me. P. Jackson reccived geokogical fees of $30,130 ia the noemal coune of business in respect of e
Company”s exploration asd mining program.
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Notes to Financial Statements
For the year ended 30* June, 2009

19. Share -~ Based Payments:

Dwring the peevicus year the Company purchased from Dempsey Gold N.L. Mining Licence M.L. 5299 for a
coasideration of 600,000 ordinary fully pald shares at the isue price of 10 cents per share together with 600,000
options at the issue price of 14 conts cach expiring 31 December 2008 exercisable at 25 cents.

The options vestod on issue and held no voting or dividond rights.

On 3 Jully 2008 the Company isswed 633,000 fully paid ordinary shares o an issue price of 25 cems per share
together with 200,000 opons a1 the issue price of $ cents each expirisg 31 December 2008 exercisable at 25 cens 1o
the armangers and underwriters of a placemsent made in the prior year in consideration of foes. The issacs dave no
effect on the Income Sexterment.

The options vested on lssue and held so0 voting or dividend rights.

On 3 March 2009 the Company issucd 1 50,000 options expiring 31 March 2010 exercisable at 10 conts o employees
of the Company working at the Momisg Star minc-site 25 3 boows award payment.

Included usder employee benefits exponse in the Income Statement is $1,500 in relation to the ssue,

The options vested on ssue and held no voting o &vidend righes.

Optlons;
2000 2008
Nussber of Weightod Number of Weighted Average
fetes e L s Y
Dutstanding st
Begiming of Year 600,000 25 cents 0
Cirarned 150,000 19 cents 600,000 25 conts
| orfened (8] 0
Foxercised o 0
Fxpiced (300,000) 25 cents 0
Duestand ing at
Yeur End 150,000 10 certs 00,000 25 cents
 vercoadle o
Year Ind 150,000 10 conts 600,000 25 comis

The optices cutstanding st 30™ Jusc, 2000 had a weighted average remainisg contractual life of 9 months.
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Notes to Financial Statements
For the year ended 30 June, 2009

20. Contingent Liabilities:

As & condition for the granting of Exploration Licences the Company was obliged 1o lodge with the Department of
Mineral Resources security deposits in the form of Baskers Certificaces in the 1ol sum of $55,000 (2008 $55,000).
In She event of the Company failing to Rulfil any of its obligations in relation 10 the grant of the Exploeation Licences
the security deposits may be applicd at the disoretion of the Misister Sor Mincrals Resources & Energy towards the
conts of fulfilling such obligaticess.

As & condition for the issuing of the Banker's Certificates e Company was obliged 10 set aside the total sum of
$55,000 (2008 $55,000) which was placed on Term Deposit with its baskers as collaseral.

k= the event that the bankers see obliged 1o pay the Minister under the terms of the Banker's Cortificates they would
have full recoune to the Company for compenation.

The Directors are not aware of any events Shat have cocurred either before or since 30™ June, 2009 which muy resslt

in the forfelture of asy of Be sbove-mentioned funds.

21. Reconciliation of Cash:

For the purposes of the cash flow stalement, cash inchedes cash 0o hand and st call” deposits with financial
astituticns. Cash at the end of the financial yoar 23 shown in the statement of cash flows i reconciled to the
relaned items in the balance shoet as follows:

M June 2009
$1.243.0m

30 Jane 2008
$1.242.85

Cash and Cash Equivalents

Izkmdﬁulmodelncmu(D«m)lnCahﬁwMAaMdamw
Profit (loss) after Income Tax:

Diperating peofit (Joss) afler income tax (2,205,950) (L618.350)
Depreciation 91,19 71513
Employee sharc-based paymests 1,500 4
Revaleation of Peetfolio lnvestments 192,700 JOE.000
Change in operation assels & Dabilivies:

Decrease (incrvasc) in operating receivables 2321 $7.087
Inorease (decrease) i oporating Habilities (81.564) 4715
Nt incroase (docrease) in cash from operating activities $(1,979.247) $(5,170,036)
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Notes to Financial Statements
For the year ended 30" Jume, 2009

23, Since Balance Date

mrw.mummuwlmusx:omum.wimiu
Mornisg Star Gold NLL, in that Goldsearch had recently purchased and exercised 5,000,000 listed options exercisable
at 10 cents and expiring 31 March, 2010, incroasing the Company s cash position by $500,000 00 as at this date.

mu‘w.mammnukmm.wwhwmm
Director of the Company had exercised 7,186,725 listed options exercisable at 10 cents and expiting 31 Masch, 2010
increasing the Company s cash position by $718,672.50 & st this dato.

Since Balance Date the Company has isssaod & 1otal of 13,139,904 shacos in relation 10 the exercise of 13,139,904
options (including those detailed above).

No other significant changes have ccourred since balance date,

M. Financial Instrument Disclosures:

The Company’s activities expose it 10 & varicty of financial risks: market risk (Including currency risk, istorost rate
risk sad price risk), crodit risk and liguidity risk. The Company s overall risk mamagement peogram focuses o the
unpeedictability of financial markets and seeks %0 minimise adverse affects on the firancial porformance of the
Company. The Comparny uses different mothods o messure different types of risk 10 which it is exposed, These
methods include sensitivity anallysis in the case of interet rates and other price risks and aging analysis for credit risk.

Risk management & carried out by the Chief Financial Officer under policies approved by the Bloaed of Directors.
The Chief Financial Officer identifics and evalusics the risks in chose cooperation with the Compasny's rassgement
pd Board.

() Market Risk

(1) Forelgn exchange risk

e Company docs not have any significant exposure 1o foecign exchange risk,
i) Price Risk

e Company in the current year did not have say significant exposure 10 investment o commadity peice risk. The
Company will have exposure 1o gold price risk whes minisg operations begin. Directors have not sade asy
Sctermination & this stage as 10 whother they willl consider commadity peice hedge arrangemonts.

W) Cash flow and falr value interext rate rivk

'he Company has esposure 10 interest rate risk which is the risk $hat a financlal instrussent’s value will Muctuate as a
eult of changes in market interest rates snd the effective weighted average imterest rates oo those financial axvets
and the financial liabilitios

Ihe Company policy is 10 emure that the best interest rase Is reoeived for the shorsaers deponits. The Company uses
1 number of banking institutions, with & mixtere of fixed and variable interest rates. Inerest rates are reviewed prioe
0 deponits maturing and re-investod st the best rate.
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Notes to Financial Statements
For the year ended 30 June, 2009

24. Financial lestrument Disclosures (continwed):

The interest rate risk is Setailed in the table below,

Weghted Fleatmy Fived laterest Hate Noa Towsd
Average Interest Matering atevest
EfTective Rate Bearag
Inlereat
Rate
Within | Over | year
yemr
% s s s s s
2009
FINANCIAL ASSETS
Cash assets KN 1.0466,105 154,000 - 2987  1L2430:m
Recoivables 15,055 15,055
Financial acets at Gir value
theough peafit and loss 120,300 120,300
Performance guarastoe boods . . - 2,000 2,000
1,046,105 194,000 < 140,342 1330447
FINANCIAL LIABILITIES
Payables - ol . © (M98T)  (4AaMD)
NET FINANCIAL ASSETS
(LIABILITIES) 246,105 _ 194,000 D 25395 1335500
2008
FINANCIAL ASSETS
Cash assets 47 T68088 61,000 - AILT6E 124285
Receivables R332 L 81
Financial mats ot fair value
through peofit and ks ME000 313,000
Performance guarantee bonds . . . 2,000 2,000
768,088 61,000 - 67000 1,956,188
FINANCIAL LIABILITIES
Payables - - - «  (126911) {12691))
NET FINANCIAL ASSETS (LIABILITIES) _& 61000 - 600189 1469277
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Notes to Financial Statements
For the year ended 30™ June, 2000

24. Financial lostramcot Disclosures (continved):

) Credie Rixk

The maximem exponure %o crodit risk, exchading the value of anmy collatoral or other security In respect of recogeised
fimancial assets, is the carrying smount a3 disclonod in the statements of fisancial pesition and sotes 1 the financil
staternents.

(@ Liquidiey Risk

Prudent liquidity risk mrunagoment implies maistaining sufficient cash, the availability of funding through adequate
MMMM&illw“&NIWwdmommmmcMwﬁq&db

risk By continuously monitoring forecest and actual cad Bows matching maturity profiles of financial assets and
Nabilises. Surplus fusds are generally only invested in instrumests that are eradable in bighly liquid markets.

The Company at trading date had deposies which muture within twelve months and cash &t bask. Due 10 the cah
available 1o the Company there is no wse of any credie facilities st Badance &we,

(o) Net Falr Values

The fair value of financial avcts and fimancial liabilities must be estimated foe recogeition and measurement oe foe
disclowsre purposes. The net i values of the financial assets and financial liabilities sppeoximate their carrying
values.

The fair valuo of fisancial assets mnd financial lisbilities with standard terms and conditions and traded on organised
markets are determined with reference (0 guoted market prices.

The aggregate net falr values and carrying amounts of financial assets and financial lishilitics are disclosed in the
stalements of Fmancial position and i the notes 1o the financial statoments,

(e)  Sewsitivity Amalysis
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which could resslt from a change in this risk as e By impact & insignificant given that no revense was generstod

from gold sales during the year.
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Notes to Financial Statements
For the year ended 30™ June, 2009

25 Changes in Accounting Policy:

New staadards and interpeeiationm relemed but pot yet adepted

Iritial spplication of fe Gllowing Standands will not affect sy of the amosnts recogniacd in the finacial repon bet will

_ chaspe the dischousses proserely mado in relation 10 the Comparry 's financial report.

mm MdAWMR Applics tec Applation date:
AASH 101 Presergation of Financlal Sssements Supersedes the previcus AASH Persods
{revised Sepeember 2007), AASH 101 and redefines the composition | commencisg on
20078 Ameadments to Australian of financial statements inclading or afler | January
Accounting Standards arsung from the inclusion of a statoment of 2009
AASH 101, AASEH 2007:10 Funher comprehensive income.
Asscadments 1o Aussralian i
Standacds anising from AASE 101 N

Iritial application of B¢ following Standands Taterpretaticns is not

w»MQMMMMW@W

of the Compay.
p———
AASH reference | Titlke sad Affectod Standard(s): ].m-m Appiication date:
AASH 3 AASE 3 Busscss Combimations Irerodaces greator emphasis o the | Perlods
(revised), AASB 127 Consolidatod and | use of fair value arcund business commencing on
Scparate Financial Sastements (revined) combination acoounting and also | or afler | Jedy
and AASH 2008-5 Amendments 1o foomes on control as a significant | 2009
Australian Accounting Standards COOBONMNC cvent
ansing from AASE 3 and AASH 127,
AASH B (isseod | Operating Segments Désclosure of operating segmests | Periods
Feb Reseated ~ replaces AASEH 114: Segmem commencing on
2007) Reporting. Applies 10 Kated or after | Jasuary
entities and similar caly. 2009
Sigrificantly chasges the way
sepment information is givea
AASB Rested | Amsendments to Australien Accounting | Changes %0 10 standards arising Periods
20073 (issued Standards ariving from AASE X [AASE  from the sswe of AASH § (soe COMImencing on
Fob Rostased 5, AASB 6, AASE 102, AASSH 107, above) or afier § January
2007) AASE 119, AASB 127, AASE |34, 2009
AASE 136, AASH 1003 & AASH
1038)
AASE 123 AASE 123 Borrowing Costs (revised), | Ellmisases the option of expensing | Poriods
AASE 20076 Amendments 1o bomowing costs related o Commencing on
Australian Accousting Standasds qualifying sscts, instead roquining | or afer | Jamary
ariving from AASEH |12} capitalization, 2009
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Notes to Financial Statements
For the year ended 30 June, 2009

25. Changes in Accounting Policy (contioued):

AASE 2008-1 | Amendments 10 Ausaralian Accouning | Clasifies for share-basod payments | Periods
Sundard - Share-based * | what are vesting conditions and | commencing on
Vesting Conditions and Cancellations | amends the definition of or afler | January

performance conditions. 2009

AASH 20082  Amcadments 10 Australian Accounting | Amends the criteria for Periods
Stndards - Pusable  Financial | dobwequity classification by commemcing oa
Instraments and Obligations arising 00 pormitting certain puttable or after | January
Liquidation. financial imstraments 10 be 2009

classified as equity,

AASB 2008-5 0 Awtralian Accounting | Details numerous son-urgent bt | Periods

arising from the Asoual | necessary changes 10 accounting | commencing on
Project. standards arising from the IASB's | or after | Janseey
mnnual impeovemonts project. 2009

AASH 20088 Amendments o Australian  Accounting | Amends AASH |39 Pinanclal Periods

Standards - Eligible Hedgod lems, Instraments: Recognition and commencing on
Measurcment to clarify hedge or afler 1 July
accounting with roxpect o 2005
inflagion.

AASE 200813  Amendments 1o Australian Accownting | Requires that non-cash assets held | Periods
Standards  arisieg  fom  AASB | for distribetion 10 owners be Commencieg on
Interpretation 17 - Distributions of Noo- | measured at the lower of camying or afler | July

Asscts to Owners (AASB S & | yaloe and fair vadee less costs 1o | 2009
AASB 110) distribwte.

AASH for the Comstruction of Real | provides guidance on how to Periods

Interpectation 1§ determine whether an agreement commencing on
for the construction of real estate o after | Janwary
is within the scope of AASB 111 | 2009
Construction Contracts or AASB
118 Reverse,

AASH fedges of & Net Investment in a FPoreign Provides clarifylsg guidance ca Periods

Interpeetation 16  Operation. several issues in for commensing on
the hedge of 2 net investment ina | or afler 1 October
foreign operation, 2003

AASH F;h:h- of Nea-cash Assets 10 | Clarifies that non-cash dividonds | Periods

Interpretation 17 payable should be valuod ot the on
faie value of the net assets to be or afier 1 July
datribued. 2009
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Directors® Declaration

The deocton of Momung Star Gold N L declare thae

1. the flmancial statements and mites are i sccondance with the Corporaions Act 2004 and,

0} comply with Accounting Standerds; and
B givr o v and faie view of the Snancial position of he Company 4 8 W™ Jone 2009 and its performance for
e your endod on that deie;

20 OO0l Exootiee Officer and Ohief Fioancial Officer have cach doclurnd thae

2) the Saancial reconds of B Comyury fr he fimancial yoar have bom property musstaiscd i scoordance wih
section 86 of 0w Composstions A 2004,

b) the financial statemenss and notes S D Mnancsl yowr comply wilh the Accounting Seaandardy; snd
) D fomncl satoments and coton for the Sanancial year give & e and ol view

B e Sevitons” opimions thore are remonsblie grounds 0 boliove Bt the Company will be sble W pay
e ab el whon hey Socome duc and payablie.

Thin doclarasion s made s sccondane with » resclution of the boand of dirocsons.

—7

M. GARLING N GARLING

Duted this 3™ duy of September, 2000



Moming Sar Gold N.L.

Independent Audit Report
to the Members of
Morming Star Gold N.L.

Keport om the Vinancial Report

We have sudited the accompanying financial report of Momieg Star Gold N1, which compeises the Balance Sheet
s at 30 June, 2009, and the lacome Statement, Seatement of Changes in Equity and Cash Flow Statement for the
year ended on that date, a summary of significant sccousting policies and other explanatory Notes and the Direciors”
Declasation,

Directors’ Respeasibility for the Financial Report

The directors of the company are responsible for the peeparation and Gir peesentation of the financial report in
sccordance with Australian Accousting Standards (mchading the Australisn Accousting Estorpretations) and the
Corporations Act 2001, This responsibility includes establishing and maintaining intemal comrol relevist 10 the
preparation and fle preseonation of the fesncaal repoet that i froe from material misstatomont, whether due to frand
or ammor; selecting and apply ing appropriate sccounting policies; and making sccounting cxtimates that are reasonable
in the circurmtances.  In Note 1, the directors also state, in accordance with Accounting Standard AASE 101:
Presentation of Fissscial Sastements, that compliance with the Awstralian oguivalents to Insemational Fimancial
Reporting Standards (IFRS) enseres that the fisancial repoet, comprising the financial statemnents and notes, complies
with IFRS,

Auditor’s Respoasibility

Our resporuibility s 10 express an opinion on the financial repoet based 0n our audit. We conducted owr audit in
accoedance with Australian Auditing Standards.  These Auditing Standards roguire that we comply with relevast
ethicel requirements relating 10 audit engagements and plan and perform the audit 10 obtain reasonable assurance
whether the financial reporet is free from material misstasement.  An audit involves performing procedures 10 obtain
cvidence abost $he amounts and dlsclosures i the flnancial report. The procedures selected depend on the saditor’s
Judgement, including the assesament of $he risks of material misstatement of the financial repoet, whether dee 10 frand
or error. s making those risk assessments, the auditor considers intermal control relevant 10 the entity's peeparation
and fair peesentation of the financial repont in order 10 design sudit procederes thal are appropeiate i the
circumstances, but not for the purpose of expeessing an opinion on the effectivencss of the entity’s imemal control.
An audit alw includes evalusting Bhe appeopristoncxs of accounting poficies used and the reascaablencss of
accounting estimates made by the directons, as well &s evalusting the overall peosemtation of the financial report. We
belicve that the aadit ovidence we have obeained is sufficlent and appropriaie 10 provide & basis for our audi opirson,

Independence
In conducting ow audit, we have complied with the independence roquirements of the Corporations Act 2000,
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Independent Audit Report
to the Members of
Morning Star Gold N.L. — (continued)

Awdivor’s Opinion

In eur opmion:
() the financlal repoet of Moming Star Gold N.L. & i sccordance with the Corporations Act 2001,
including:

(1) ghving » true and fair view of the companys financial position s at 30 Juse 2009 and of its
performance for the year ended om that dale; and

(2) complying with Asstralian Accoursing Standards (including the Australian  Accounting
Intorpretations) and the Corporation Regulations 2001,

(b) the financial report also complios with International Financial Reporting Standards as dsclosed in Note 1.

Report on the Remwneration Report
We have asudited the Remuneration Report included i the report of the directons for the year ended 30 June, 2009,
The directors of the company are respomible for the prepaeation and presentation of the Remuneration Report in

secordance with s J00A of the Corporations Act 2001,  Owr resposibility is 10 express mn opinica oa the
Remuncration Repon based on our andit conductod in sccordance with Australian Auditing Standards.

Auditor s Opinion

In our opision She Resuncestion Repoet of Morning Star Gold NL. for the year ended 30 June, 2009 complics with
5 300A of the Corporations Act 2001,

Name of Firm: Ciradam Abbott Associates

Chartored Acooursants
u.-.«m—grc;mm ABBOTT
Addres: 10 Ceown Street Sydacy
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Morzing Sur Gold NL.

Shareholder Information
Isswed Capital

As at | Tth September, 2009 the Company had on isue 133901666 ordinary shares and 500,000 partly paid shares
isswod o 3 price of 10¢ per shawe and paid 10 1¢ 08 Issee. The partly pasd shares are not quoted on any exchange.
Substantial Shareholders

As at 17 Sepernber, 2009 the Company had the followisg ssbatartial sharcholders:

Mr. Nicholas Garlng 22001179 shares

Yannd Investments Pry Lad <Griffieth Family No2 A 11,422,194 shares

M. Max Garling 7,966 747 shaves

Mr . N M, Garling <The Nicholas Garlng SF Al 7186, 725 shares

Citicorp Nomsinees Pry Limited 6,707,312 shares
Distribution of Shareholders

There were | 404 sharehoiders. Each shareholder is estitlod 1o one vote for each share held.
The analysin of the sumber of bolders was:

Size of Heldiag Neo. of Holders
11,000 33

1001 - 5,000 1%
5,001 « 10,000 226
10,00} - 100,000 665
100,001 and over 146
1404

There were 117 shascholders who held loxs thas » marketable parcel. The 1op twenty holders held 5453 % of the

Cosspanys share capital

Top twenty holders of ordinary shares as at 17 September, 2009
Name Shares

%
Yarmdi Investments Pty Lad - Gnffith Famaly No2 11,422,194 143
A
Nicholas Mark Garieg 10,073,056 7.82
N. Garling - Super Fund A'c T.186,728 50
Citicorp Nomisoos Pty Limited 6707312 S0l
Ridgeview Nominees Pty Lid 5,166,666 38
Goldsearch Limued 5,000,000 ERE)
Jerrymars lavestments Pry Lid 4,751,398 3155
Mk Samantha Grabam 4,593,584 345
ANZ Nomincos Limted - Cash Income A% 1934826 | 44
York Place Secwrities Pty Lid 1,900 000 142
Miss Sam Graham 1 E82.749 141
Ms Samah Lowise Gesen 1,750,000 131
Ms Georgina Conlon 1,600 000 1.19
Lugger Bay Pry Ltd ~ J R Neville Smih A/c 1,516,666 113
Hipete Pry Lid - PJ Thomson Super Fusd Ac 1,500,000 112
NSF Group Investments Py Lad - NSF Grogp 1,500,000 1.12
Investsents Alc
Forbar Custodians Limied - Forsyth Barr Lag. 1,330,200 099
Nomnee A
Reymolds (Nominees) Pry Lid - Reynolds Super 1,208,000 0%
Fusd A'c
Makodm Harvey Rird 1,004 455 074
Mr Robert Knapp 1,000,000 07s
Toul 73,028,331 “4.5

o= s roea - -




Mﬂ&b(ﬁh!ﬂ.

Shareholder Information (continued)

Quoted Options
Asx at | Tth Sepsember, 2009 the Company had 116,398,100 opslons outstanding over unisued shares exercisable s
10¢ and expirmg 31.03.2010 isseed 10 53 holders.

Distribution of Optionkolders

The analysas of the aumber of holders was:
Size of Helding No. of Holders
11,000 3
1,901 « 5,000 7
5,001 - 10,000 61
190,001 « 100,000 o2
100,001 and over 138

e cemeeae e

533

The wp twenty holders held 56.10 % of the issued options.
Top twenty holders of options as at 17th September, 2009
Name

Optsons %
Yarsdi Investments Pry Lid - Geiffols Family 18244547 1567
Ne. 2 Ak
Miss Samantha Grabam 9.261 %6 796
N. Garling - Super Fuad A'c T.186,725 617
Jerrymans Investments Pry Lad 4751398 408
M Trevor Harvey 3,310,382 s
Hipete Pry Lid — P) Thomsoo Super Fund A'c 1,000,000 258
Legper BSay Pry Lid - J R Neville Smith A'e 2,957 466 254
NSF Geoup Investments Pry Lid - NSF Geoup 2,161 000 1.56
Iavestecats A
ANZ Nominees Limited - Cash lacome Ac 1,581 000 1.62
Mus Sam Grabam 1,790,309 154
Reynolds (Neminees) Pry Lid - Reynolds Super 1,508 000 L%
Fend A
Drexwsll Pry Limited - L Family A 1,345,000 .19
Jayaee Nommoeos Pty Limised 1233223 1.06
Mr Robert James Burge 1 .000.000 0.86
Mr Steven Hareld Koppe 1.000.000 0.54
Nahers Resources Pty Lad 1,000,000 0.86
Mr Mark Bloom 931,000 0.50
Max M Garling 922,600 0.7
Ms Deborah Lee West 900,000 0n
Mr Rodney Damyi Senes 376,171 075
Tetal 65,302,949 56.10

Ungquoted Securities

As at 17th Septomber. 2009 the Comparry had 500,000 Lc paid partly paid shares o8 iswee 10 one drector,
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Morning Star Gold N.L

Corporate Governance Statement

Unless daclosed bekow, all the best practics recommendacions of B¢ ASX Coeporate Governance Cowncil have been
applied for the entire financial year ended 30th June, 2009,

Etbical Standards

All deectors, office - holders, employees and cossulants are expectod 10 act with the wtmost inlegrity and
chjectivity and to enhance the reputatioa and performance of the company.

A code of condust has boen established requiring directoes and employoes 50 act honestly and in good faith, exercing
due care and diligeace in fulfilling the functions of office; avold conflicts and make full dischonure of any possible
coaflt of imere, comply with the kow; escourage the repoeting and isvestigating of unlawfll and snethical
behavioar, and comply with e securities trading policy cutlined below.

The Board of Directors

The skills, experience and expertise redevant 1o the posithon of each directoe who is in 0ffice af the date of the anaual
report are detailed i the Directors” Repon

The names of independem Sirectons of the company are:

Jeffrey Wayne Willlams

Jefirey Wayne Williams is comadered 10 be an indepeadent direcior i he is neither a subssansial shareholder in the
Sompany RO receives remuneration from the company other than in relation 1 his position as a director.

The board held 6 formal meetings throughoet the Fnancial year,

At the date of this report the board compeises $ direcices, 3 executive directors, being S Chief Executive Officer,
the Director of Geology and the Chairman and 2 son-exccstive directors, as follows:

Max Michael Garling - executive Chaeman (appoimed on 19h December, 2053)
Nicholas Mark Garfing - Chief Executive Officer (appointed on 20th March, 2007)

Makoln Harvey Bird - non - executive divector (appointed on 18th June, 1987)

Jeffrey Wayne Williams - non ~ executive, Independent director (appoistod on 26¢h February, 2004)
Peter Gilbert Jacksom - executive deector (appointed on 10th March, 2008)

The board s responsle for the overall Corporme Governance of the company and 2 primany functions include:

¢ the strmegic direction of the company approval of the koag term goals for masagement and monltoring the
achicvement of these goals on behalf of the shareholders;

* the approvad of the annual aad dalf-ycarly financial statoments;

* the review and adopticn of annual budgets for the fiaancial performance of the company and monitoring the
results theosghout the year,

*  ensering the company has implemented adequate systoms 10 monitor compliance activities, risk management and
bealth and safety requirements.



Moesing Star Gold X 1.

Corporate Governance Statement (continued)

The Board of Directors - continmed

The compasy does mot comply with best practice recommendations 2.1: “A majority of the board sheuld be
ndependent directors™: 2.2 “The chair should be an indepeadent disector™; and 2.4 "The board should cstablish a
nommation comminee”. However, the board believes that for a company of its size and considering the extent of its
operations that its peesent composition provides for efficient decision - making requiced by the company in its
cerrent crcumstances. Alw, the board docs not believe that the formal establnhment of 3 nomination commatee is
warrantod by s size, as in offoct, the board as & whole acts as Bhe nomination committer. The board™s nom ination of
directors & dependent cn the candidate’s rasge of shills and experience relevant 10 the besiness of the company .

Perfermance Eveluation

The Chairman has conducted a performance evaleaion for the board and its members diring the financial year wing
generally accepoed Industry peactises.

Awxdit and Remuneration Commities

The &rectors have considored the formation of an avdt comminee asd & remuscration commimee In order %o
enhaace the company’s corporate governance regime s accordance with recommendations 4.1 and 5.1, However,
given Be number of direciors on the doard, exchasion of one or more directors from each commitios would
dewnmentally and wanecessarily limit S available skills. Comsequently, it has been deterstined that the fill board
will ke responsibility for the inses which would be expected 10 be within the purview of these commitices.

The company s remuneration policy is disclosed in B¢ Remuneration Report contained within the Direcioes” Report.

The amours of remunenation for all key management personnel for the company Iscluding all monctary and non-
monetary componeats is detailed in the Remuneration Report

An external audit is sndortaken by Graham Abdom Associates, Chartered Accountants.

The exsernal avdeor amends Bie mneal general mectings of the company and is available 10 anvwer sharcholder

Questions.

The full Board considers the qualifications and experence of the extemal anditor when comadering potersial
appoistoss o the position. The rotation of external sedit engagement paraces i also considered by the full board in
the Bght of relevant legmlative and professional standards.

Rirk Management

The directons consider that the sdentification and masagement of key risks associated wilh the Busincss is vital,
Matters of risk are regularly reviewed at board mestings and a risk masagement culture is encouraged amongst
direcioes and employees,

Areas of rink $hat are regularly comidered include performance and fusding of exploeation activithes; budgetary
control and asset peosection: status of mineral exploration licences; land acoess and native tithe consideration,
compliance with lrws and regulations; eccupational health, safety and the enviroament; asd contineous disclosure
obligatsons. The board has received msurance from the Chief Exocutive Officer and the Chief Financial Officer that
the . 295A declaration i founded on 2 sound system of risk management and imemal control and that S system is
operating cffectively i all material aspects in relation 1o financial repoeting rks.

MS&(‘AHNI.
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Corporate Governance Statement (continned)

Independent Professional Adeice

Each director has he right 1o seck independent prafesvional advice, in relation fo matters ariing in the conduct of his
duties, & the cconomic enlity's expense, subjoct 1o prior appeoval of the Chairman which Is Nt 10 be unseasonabdly
withheld.

Continwons Ditclorure

The company has established policies and peocedures 10 enswre compliance with ASX Listing Rule costinuous
disclosure requirements. All proposed company announcements are Circulaed o each disector for e input before
selemse 1o the market.

Securities Trading Policy

All direcioes, office - holders and employees are bound by e company’s securitios trading policy which probibits
madisg in Mornisg Star Gold N L's securities while they are in possession of price — semitive information until it has
boen released to the market and adegeate time has booa given for this to be reflected 0 the securiny’s prce.

The Envirenment

The company also has in place an Envieonment Policy ender which the company, in secking 1o locate and develop
mineral resources, s commitied %o achicving a high standard of eavironmental protection. This will de achieved
while ensuring that the needs of the community and the values attached 10 natural sd physical resources are taken
M0 accownt in company plasning and the way in which business is condocted.

Sharebolder Rights

The board aims to ensere that all sharcholders are informed of sigadficant developments through regular sharehobders
communications. These mchude the Ansusl Report and distribution of material covering major events when
appropeiate.  Sharebolders are entithed %0 vote on significast matters mmpacting on the besiness of Be company.
Sharcholders are strosgly encouraged 10 attend and paticipale in the Ansual General Mostings of the company, 10
fodge questions 10 be responded to by the directons and are able 1o 2ppoin proxies.

Otber Information
Furber informanon relating 10 the company's Corporme goversance peactioes and policies has boen made peblicly
availsble on $he company ‘s website 3t www momingsago b com e



