
Key Points

• Cygnet believe that AYN is currently Undervalued. With all material
infrastructure in place and operations set to recommence in Q4 2010, AYN is the
most advanced pure silver play listed on the ASX. In addition to boasting near
term production, AYN is also nearing completion of a regional exploration
program which provides excellent exploration upside and JORC potential;

• AYN’s flagship asset is the Texas Silver Project located in south-east Queensland.
The project comprises of the Twin Hills Silver Mine (currently on care and
maintenance) and two primary silver deposits; Twin Hills and Mt Gunyan;

• AYN has recently recalculated a combined JORC resource for the Twin Hills and Mt
Gunyan deposits of 15.1Moz of contained silver (cut off 40g/t Ag). This
represents a robust resource with an average grade of 79g/t Ag and ~85% of the
resource in the Measured and Indicated categories;

• AYN has a ready pathway to production having assumed ownership of all of
Macmin’s operational assets, including the entire Twin Hills project portfolio,
processing facilities, mobile plant and administration buildings. Estimated
combined new replacement value ~$15-20m;

• Following a detailed test work program, AYN believe they have solved previous
extraction issues and estimate silver recovery of +69%. Re-irrigation of historical
heaps at Twin Hills is expected in Q4 2010;

• In parallel with re-commissioning the silver operations at Twin Hills, AYN is
currently undertaking an exploration program focussed on expanding the current
silver resource and investigating copper and polymetallic targets within the Texas
Project lease area; and

• In June 2010, AYN completed a $3.7m capital raising by way of a share
placement of 148m shares at $0.025. Funds are being used to underpin a
regional exploration program at the Texas Silver Project.

Potential News Flow

Oct 2010: Release of the final metallurgical test work results;

Oct 2010: Release of exploration results at the Mt Gunyan and Hornet deposits;

Nov 2010: Release of exploration results at Silver Spur and Twin Hills deposits;

Nov 2010: Potential upgrade of JORC resource for the Texas Silver Project; and

Dec 2010: Targeted re-irrigation of the historical heaps at the Twin Hills Mine.
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Alcyone Resources Limited (AYN) is an Australian-based
resource company focused on the re-development of the Twin
Hills Silver Mine (previously operated by Macmin Silver Ltd),
located in south-east Queensland.
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Table 1: Texas Silver Project Resource

Deposit Resource Category Resource Size (Mt) Grade Ag (g/t)
Contained Silver 

(Moz)

 Twin Hills Measured 1.76  86 4.87

    Indicated 1.47  79 3.72

Inferred 0.61  81 1.60

Total 3.84  83 10.19

Mount Gunyan Indicated 1.76  76 4.27

   Inferred 0.35  58 0.65

Total 2.11  73 4.92

Texas Project Total 5.95  79 15.11
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Texas Silver Project
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AYN’s flagship asset is the Texas Silver Project located in
south-east Queensland. The project comprises of the Twin
Hills Silver Mine (currently on care and maintenance) and
primary silver deposits; Twin Hills and Mt Gunyan;

Twin Hills Silver Deposit & Mine

• The Twin Hills Silver deposit has been well defined from historic drilling and
currently has a JORC resource of 10.2 Moz of silver. Total silver recovery prior to
AYN’s recapitalisation ~500,000 oz;

• The Twin Hills mine (currently on Care & Maintenance) is pre stripped with
~370Kt of ore ready for processing (170Kt – pit, 200Kt – ROM stockpile);

• In June 2010, a 75 day column leach test program was undertaken with an
overall silver extraction of 69% established. Test work revealed that one of the
key parameters in achieving this extraction rate is product size. Test work of
historical heap leach pads indicates that previous product size did not meet this
specification;

• Results of test work show that much of the existing equipment can be
incorporated into the new circuit, however, new components will be required
including; Merrill Crowe, quad rolls crusher, triple deck screener and conveyers;

• In the search for a more cost effective crushing system, a Quad Rolls Crusher,
manufactured in Korea has been identified and tested. AYN has confirmed that
the crusher will produce micro-fractures similar to HPGR and the sample is
currently undergoing metallurgical testing;

• In addition to the revised crushing system, AYN have also decided to install a
Merrill Crowe recovery circuit and bullion furnace as part of the silver recovery
process. The new equipment will produce a higher value product which can be
sold direct to refinery; and

• Final process circuit design and mine planning studies are underway with results,
including the overall project economics, planned to be completed in the December
quarter 2010.
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Project Snapshot

Location: Texas, QLD

Interest: 100%

Phase: Development

Product: Silver

JORC Resource:

Measured 4.8 Moz

Indicated 8.0 Moz

Inferred 2.3 Moz

Total 15.1 Moz

Current Infrastructure:

Merrill Crowe (pilot scale)

Screeners x 3

3 stage crushing system

Agglomerator

EMEW (Cu)

Genset

Estimated value ~$15 - 20m

Source: AYN

Image 1: Twin Hills Silver Mine
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Texas Silver Project (cont.)

Cygnet Capital Pty Ltd, Ground Floor, 30 Richardson Street, West Perth WA 6005, Tel: (08) 9226 5511

Mt Gunyan

• The Mt Gunyan silver deposit is located approximately 4km north-east of the Twin
Hills Mine, and is a mesothermal disseminated silver deposit with elevated lead on
the hanging wall and elevated zinc on the footwall, with potential massive
sulphide mineralisation at depth;

• Extensive exploration drilling was undertaken between 1994 and 2004, which
highlighted Mt Gunyan as the next most likely source of ore feed for the heap
leach facility at Twin Hills; and

• In March 2010, AYN announced a JORC resource at Mt Gunyan of 4.9Moz of
contained silver.

Exploration

• In June 2010, AYN commenced a 3000m diamond drilling exploration program to
expand the current resource and test the potential for additional base metal
mineralisation;

• The program comprising of two drill rigs will drill at the Harrier (Cu), Mt Gunyan
(Ag), Hornet (Cu), Silver Spur (Ag), Twin Hills East (Ag), Tornado (Ag & Base
Metals) and Tomcat (Base Metals) targets within the Texas Silver Project;

• Drilling at the Harrier target was completed in September and consisted of 6
holes (~700m) with the best intercept returning 1.5m @ 3.2% Cu, 2.7% Zn,
129g/t Ag and 0.6% Pb from 89.2m;

• In October 2010, AYN announced that phase one of the drilling program at Mt
Gunyan had been completed, with 14 diamond drill holes being completed for
1400m. Significant intersections include:

- 5m @ 148g/t Ag and 2.8 g/t Au from 49m;

- 1.6m @ 110g/t Ag from 56m; and

- 1m @ 100g/t Ag from 6m.

• In addition to the current drilling program, AYN has also commenced geophysical
programmes including, induced polarisation and down hole electromagnetic
surveys to further enhance target generation;
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Image 2: Texas Silver Project Overview
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IMPORTANT NOTICE

Cygnet Capital Pty Ltd is a Corporate Authorised Representative of Cygnet
Securities Australia Pty Ltd – AFS Licensee Number 241095.

Disclaimer: This report has been prepared by Cygnet Securities Australia Pty
Ltd (ABN 85 082 117 931). While the information contained in this report has
been prepared with all reasonable care from sources which Cygnet believes
are reliable, no guarantee is given that the information is accurate or
complete. Any opinions, forecasts or recommendations reflects the judgment
and assumptions of Cygnet as at the date of this publication and may change
without notice. Cygnet Securities Australia Pty Ltd or its officers, directors, or
employees, accept no liability whatsoever, in negligence or otherwise, for any
loss or damage caused by any error in or omission from this report to the full
extent permitted by the law. This report is not, and should not be construed
as an offer to sell or solicitation of an offer to purchase or subscribe for any
security or other financial instrument. Any securities recommendation in this
report is unsolicited general information only. Investors or prospective
investors should make and rely on their own independent inquiries.

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

Disclosure: Cygnet Securities Australia Pty Ltd may at any time solicit or
provide investment banking, underwriting, advisory or other services to the
issuer of any security referred to herein. Cygnet Securities Australia Pty Ltd
or its officers, directors, or employees, including persons involved in the
preparation or issuance of this material, may from time to time have long or
short positions in securities, options, warrants, derivatives or other financial
instruments referred to herein. These positions may be contrary to
recommendations contained herein or given by authorised representatives of
Cygnet Securities Australia Pty Ltd to clients. Cygnet Securities Australia Pty
Ltd or its officers, directors or employees may from time to time sell
securities the subject of a general "Buy" recommendation, or buy securities
the subject of a general "Sell" recommendation.
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