

















Operations Review

As outlined in the Company’s March quarterly report and its
ASX release of 27 April 2007, Northern Star has been advised
of an application by Fraka Investments Pty Ltd over ELs
80/2426 and 2427 and objected to those applications. The
Company was advised by the Department of Industry and
Resources (DOIR) that its applications for renewal of ELs 80/
2425, 2426 and 2427 were received out of time. However
since the years end the Company has successfully managed
to settle this matter. This clears the way as soon as E80/4001
is granted for Northern Star to resume exploration at the
Range Prospect, which is regarded as a significant greenfields
gold discovery.

Before the application by Fraka the Company continued to
report gold and silver values from the Range prospect
(Wilson River Project Group). The last driling completed was
designed to test the margins of the known mineralised system,
with significant intercepts 4m @ 0.6g/t Au (35.2g/t Ag) and 2m
@ 0.83g/t Au (1.6g/t Ag). This followed up early drilling the
company completed with intercepts of spectacular grades
including 5m @ 15.1g/t Au (34.9g/t Ag), 4m @ 15.1g/t Au
(7.3g/t Ag) and 6.2m @ 10.5g/t Au (45g/t Ag). The drilling data
has confirmed the mineralised nature of the structures and, as
would be expected in this style of epithermal mineralisation,
there is a strong shoot control.

This is an excellent result given there had been no previous
recorded gold mineralisation within the area prior to the
Company’s exploration. The immediate focus of the Company
will be to localise our focus and further explore the high grade
shoots within the mineralised veins.

The Company continued its focus on exploring and
understanding what we believe is potentially an emerging
epithermal gold/silver province of which we have a substantial
tenement holding. This includes the Hunter Prospect where
early-stage exploration has returned high-grade gold/silver
rock chip sample assays including 50.65g/t Au (10.4g/t Ag),
31.73g/t Au (14.9g/t Ag), 23.47g/t Au (14.7g/t Ag). The
Company is close to finalising the required statutory permits on
this prospect so that it can commence drilling in 2008. Other
successful reconnaissance work has discovered potential new
epithermal mineralised areas such as Teddy and Black Bear
which are 3 and 4.5km north of the Range.
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Early in the year the Company reached agreement with
specialist uranium explorer, U308 Limited, on the uranium
rights within the northern tenements of the Company’s East
Kimberley exploration portfolio. The agreement will provide a
platform to significantly accelerate uranium exploration on
these highly prospective tenements. Under the joint venture
agreement, U308 can earn a 75% interest in the uranium
rights of the tenements by carrying Northern Star to
completion of a Bankable Feasibility Study, with a minimum
expenditure commitment of $200,000 per annum. U308 have
commenced a 34,000 line kilometre detailed aeromagnetic
and radiometric survey. The data from this survey will not only
be used to identify uranium mineralisation but will provide an
invaluable platform for targeting epithermal gold mineralisation.

The East Kimberley Nickel Project Group hosts a number of
known mafic/mafic-ultramafic intrusives in the Halls Creek
district, as well as the inferred positions of intrusives under
cover. During the year the Company completed a 1,500m
aircore drill program testing anomaly Areas 1,4,5 and 6 that
were discovered in the preceding year with mixed results.

A program of six RC holes (for a total of 493m) testing a strike
length of approximately 400m was completed on the Lamboo
Prospect platinum group element (PGE) potential. Three of the
holes returned highly anomalous Platinum Group Elements
(PGEs), including 3m @ 1.9 g/t (Au+Pt+Pd), 2m @ 2.05 g/t
(Au+Pt+Pd), 3m @ 1.75g/t (Au+Pt+Pd), these results are
included within broader anomalous intervals including 12m @
0.9 g/t (Au+Pt+Pd). The Company will continue to evaluate the
area to identify continuity to the PGE mineralisation.

The McGowan Project tenement covers a number of poorly
outcropping gabbro intrusives and is prospective for base
metal and gold mineralisation. Previous exploration identified a
number of gossanous quartz veins (Cu-Ag-Au-Zn) hosted
within gabbroic rocks which returned up to 4.5m @ 3.1%
copper and 1.5m @ 2.9% copper from shallow drilling.
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The one hole drilled below the base of oxidation returned 3m
@ 0.74% copper from 56m. The company completed a
programme of rock chip sampling with some excellent results
including 7.35%Cu, 5.01%Cu and 4.6%Cu. This has been
followed up by some RC drilling recently completed and
awaiting assays.

The successful exploration within the Halls Creek Project
Group by the Company will shortly be evaluated as to any
potential in the Golden Crown and Faugh-a-Ballagh deposits.
The Company has commissioned a geological consultancy
firm to complete a preliminary tonnage and grade report on
these two prospects. Once this has been established the
Company will formulise a strategic business plan on these
deposits.

Evaluation of the other projects including the Baily and
Cummins Range projects will be continued but at a reduced
level, whilst the Company focuses on its zinc/copper and
epithermal Projects.

Corporately the Company has $2.5million cash at the end of
the June quarter. The Company completed its non-
renounceable pro rata rights issue to shareholders, raising
$3,131,845 exclusive of costs of the issue. The funds raised
were to provide working capital for the continued assessment
of the Company'’s East Kimberley projects due to encouraging
exploration success.The Company’s issued capital stands at
77,473,712 shares. 13,049,358 options

exercisable at 20 cents each at any time up to and including

In addition,

30 September 2008 were issued as part of the rights issue.
Jubilee Mines NL remains the key investor in the Company
with a 25.56% holding.



Test strike of mineralisation
Test depth of shoots
Initial scoping study

Further Drilling

Obtain statutory approvals

Drill target ‘hot spots’

Granting of E80/4001
Drill target ‘hot spots’
Reconnaissance on Teddy and Black Bear Areas

Analyse all geophysical data from U308 survey

Preliminary tonnage and grade estimation

Analyse drill assays when received and interpret geology

Evaluate all results to date and formulise an updated exploration strategy

Evaluate the area to identify continuity to the PGE mineralisation

Strategic study and valuation to form a position




Northern Star’s projects targeting zinc-copper-nickel-cobalt

mafic/ultramafic intrusive rocks include:
RED BILLABONG:

The Red Billabong project is located between 30km and 70km
west and southwest of Halls Creek and comprises
approximately 330 km?. Most of the tenement area lies over
the younger laterite and alluvium covered plains along the
south-west flowing Margaret River. Because of the poor
exposure of basement rocks, the Northern Star tenement area
has attracted very little exploration effort in the past. A number
of bodies of mafic-ultramafic rocks are mapped in the southern
portion of the project, including the Lamboo ultramafics, the
Emull gabbro and the Eaglehawk Crossing gabbro. The
tenement holding includes the informally named Moola Bulla or
Station Creek complex, comprising a partly covered and
poorly outcropping intrusive which is interpreted to have an
aerial extent of about 30 km?.

PGE mineralisation associated with known and inferred

EMULL ZINC/COPPER PROJECT:

Within the Red Billabong Project, Northern Star is evaluating
the Emull Prospect. Zinc-rich mineralisation hosted by the
Emull gabbro occurs over a strike length of 500m and a
maximum width of 50m. During the year the Company was
extremely successful at proving up the high-grade zinc/copper
potential of the Emull Project. Best intercept results include
15m @ 4.27%Zn including 4m @ 11.29%2Zn (1.05%Cu), 18m
@ 4.06%Zn including 6m @ 8.19%Zn (0.82%Cu) and 9m @
5.75%Zn including 3m @ 9.58%Zn (0.74%Cu).

The Company has defined three high grade zinc shoots within
what has been previously a broadly drilled (typically 100m
traverse spacing) mineralised zone. Predominately the three
driling campaigns undertaken over the last year will be used to
evaluate the potential for these shallow shoots to be amenable
to open cut mining.
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The first program of 13 RC percussion holes (RBC-026 to
RBC-038 totalling 1,166m) was completed in the central
portion of the zone testing for higher grade shoots. These
holes (except RBC-033) were nominally drilled on 20m to 60m
centres over a strike length of 250m intersecting the
mineralisation about 50m below surface. Significantly, RBC-
033 drilled some 300m southwest of the main body
mineralisation returned significant zinc values (18m @ 0.77%
Zn from 32m including 1m @ 3.01% Zn) highlighting the
potential for further mineralisation outside the known
mineralised zone.

The second program of 24 RC percussion holes (RBC-045 to
RBC-049 and RBC-055 to RBC-071 totalling 2,087m) was
completed in the central, south-eastern and southern portions
of the Emull zinc mineralisation where testing for higher grade
shoots is ongoing. The holes were nominally drilled on 20m
centres over a strike length of approximately 250m,

intersecting the interpreted mineralisation approximately 50m
below surface.

The results of the driling confirmed the potential for higher
grade mineralisation within plunging “shoots” in the south-
eastern and southern areas. More drilling will be required to
define the extent and orientation of these “shoots”. The assay
results also reveal a more complex nature of the south-eastern
area. Base metal mineralisation, including elevated copper
values up to 2.5%, appears to occur within a number of sub
parallel lenses. Work to determine the nature and relationship
of these lenses to the higher grade intersections has
commenced. Elevated gold values, with base metal values,
have been returned from a structurally complex area within the
south-eastern “shoot”, including 3m @ 3.3g/t Au, (0.53% Zn,
0.83% Cu, 1.78% Pb, 75ppm Ag) from 16m. Additional assays
will be taken to determine the distribution and significance of
the gold values so far intersected.
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The third program of 13 RC percussion holes (RBC-074 to RBC-085 and RBC-052 totalling 1,211m) was recently completed with
assay waiting. This drilling was designed to test the mineralised corridor outside the extremities of the three shoots as they are open
along strike both to the West and East as well as gaps inbetween the shoots.

Some significant results of the drilling are tabulated below.

Easting Northing Interv.
(m)

RBC 029 101 321003 7961057 38 99 61 1.32 0.36 0.13 6.5
Including 39 48 9 S5 0.44 0.11 6.5
Including 39 42 3 9.58 0.74 0.15 8.8
and 45 48 3 7.70 0.29 0.08 4.8
RBC 056 80 321377 7960905 43 74 31 2.23 0.52 0.17 6.8
Including 47 62 15 4.27 0.76 0.12 8.4
Including 58 59 4 11.29 1.05 0.05 5.6
RBC 057 75 321361 7960918 16 54 38 2.20 0.56 0.13 B8
Including 26 44 18 4.06 0.76 0.12 5.8
Including 30 36 6 8.19 0.82 0.08 5.0
RBC 072 60 321120 7960934 15 43 28 1.40 0.25 0.16 6.4
Including 27 30 3 8.15 0.29 0.04 2.5

The immediate focus of the Company will be to drill some deeper holes as the mineralisation is open at depth, diamond drill to receive
a better understanding of the structures/mineralisation and to generate a geological model of the mineralised zone. With this the
Company will be aiming to undertake an initial scoping studly.
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Project Summaries

NICKEL SULPHIDE PROJECT GROUP

Approximately 1,500m of aircore (AC) driling was undertaken during the June Quarter at a number of prospective areas in the

northern portion of the Red Billabong project area to test whether elevated nickel values returned in previous AC drilling are due to

the presence of nickel sulphide mineralisation. The previously unrecognised prospective areas occur in the covered region to the north

and west of the Moola Bulla Complex. Previous drilling in this region intersected mafic/ultramafic lithologies with anomalous base

metal geochemistry. The priority areas with the potential to host nickel sulphide and/or PGE mineralisation include:

Area 1:

Area 4:

Area 5:

The drilling has highlighted the predominance of granitic dykes in the area with the majority of the recently drilling
failing to detect ultramafic rocks. No significant values were returned from the 4m composite sampling, although
RBA392 (EOH 48m) returned 12m @ 159ppm Ni and 212ppm Cu from 24m. The results of the infill sampling are
awaited before further work is planned in this area. A previous single hole RBR-107 (EOH 36m) returned 20m @
0.17% nickel from 16m including 7m @ 0.29% nickel from 17m from a traverse across the Moola Bulla Complex.

A nine hole program covering an area of some 2 km* was completed in the recent follow up. Again ultramafic
lithologies were intersected. Significantly, anomalous results including those from RBA406 which intersected
peridotite returning 17m @ 0.13% Ni, 174ppm Cu and 13ppb Pt from 32m to 49m (EOH). As the holes are
nominally 200m to 500m apart further drilling is required to test this area. Previous drilling on a single traverse of
nominally 200m spaced holes testing an aeromagnetic high, approximately 3 km west of the Moola Bulla Complex,
returned strongly elevated nickel values including RBR-168 (EOH 60m) 8m @ 0.08% nickel from 37m, RBA-169
(EOH 68m) 40m @ 0.10% nickel from 28m including 7m @ 0.20 % nickel from 29m, RBA-170 (EOH 55m) 16m @
0.10% nickel from 32 and RBA-569 (EOH 47m) 15m @ 0.11% nickel from 32m. The depth of the cover in this area
varied from 10 to 25m. Ultramafic rocks were identified from the logging.

A further four holes were completed in this area, RBA413-415, 417. Anomalous values included, 32m@ 0.08% Ni,
108ppm Cu from 24m (RBA414), and 12m @ 0.06% Ni, 80ppm Cu from 32m (RBA417). The results of the infil
sampling are awaited before further work is planned in this area. This was following up previous significant
intercepts including RBA-147 (EOH 58m) 30m @ 0.16% nickel from 28m and RBA-148 (EOH 39m) 7m @ 0.07%
nickel from 32m.

The Company will evaluate and interpret all results to date to formulate an updated exploration strategy on these Areas.




Project Summaries

LAMBOO PLATINUM PROSPECT

During the year the Company completed further evaluation of
the platinum potential of the Lamboo Ultramafics which
outcrop poorly on the south eastern portion of the Red
Billabong Project. An exploration grid based -80 mesh soil
sampling (80m spaced sampling on 200m spaced traverses)
over a 2.8 km? area defined an approximately 200m wide and
700m long northeast trending +35ppb platinum (Pt) anomaly,
with a peak value of 125ppb Pt. Limited rock chip sampling
(four samples) returned highly elevated platinum values
including one sample which returned 2.74ppm Pt, 0.47ppm
palladium (Pd) and 42ppb Au. A program of six RC holes (for
a total of 493m) tested a strike length of approximately 400m.

Three of the holes returned highly anomalous Platinum Group
Elements (PGEs), including:

° 3m @ 1.9 g/t (Au+Pt+Pd) from 38m (RBC042)
° 2m @ 2.05 g/t (Au+Pt+Pd) from 36m (RBC044)
o 3m @ 1.75g/t (Au+Pt+Pd) from 51m (RBC040)

These results are included within broader anomalous intervals
including 12m @ 0.9 g/t (Au+Pt+Pd) from 37m (RBC042). The
Company will continue to evaluate the area to identify
continuity to the PGE mineralisation.

Exploration activities, including geological reconnaissance and
geochemical sampling, continued to evaluate the potential of
the other nickel sulphide — platinum projects, Springvale, Foal
Creek and Toby. The Company will continue with this work in
the coming year.
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Project Summaries

McGOWAN BASE METALS PROSPECT

The McGowan Project comprises a single exploration licence
which covers 114 km? and is located 85 km to the south west
of Halls Creek. The tenement covers a number of poorly
outcropping gabbro intrusives and is prospective for base
metal mineralisation. Previous exploration identified a number
of gossanous quartz veins (Cu-Ag-Au-Zn) hosted within
gabbroic rocks which returned up to 4.5m @ 3.1% copper and
1.5m @ 2.9% copper from shallow drilling. The one hole drilled
below the base of oxidation returned 3m @ 0.74% copper
from 56m.

The zones of veining are hosted within grabbroic rocks and
vary in strike length (up to 250m) and width (up to 7m). The
veining is associated with the margins of an approximately
600m wide and 3,000m long magnetic low within the gabbro.
The multiplicity of these gossanous veins, the significant
outcropping strike extent of some of the veins — which may
continue beneath alluvial cover — and the limited amount of
historic drill testing all indicate that this project area has
excellent potential for the discovery of significant

mineralisation.
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The Company acquired low-level, closed space aeromagnetic
data over the Project last year in order to better target potential
mineralisation in the poorly outcropping terrain. A program of
reconnaissance rock chip sampling (11 samples) over the
gossanous quartz veins has highlighted at least four areas
which have returned elevated gold, copper and silver values.
All samples which returned significant values are tabulated

below.
SAMPLE AU PPM AG PPM % CU
NSX601569 0.25 0.80 7.35
NSX601573 0.45 6.50 4.60
NSX601574 1.79 12.3 3.67
NSX601575 0.29 7.20 5.01

A 616m RC drill program has recently been completed with
assays waiting. The Company will pursue the prospect further
when the assays are received and the geology has been
interpreted.
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Project Summaries

WILSON RIVER GOLD/SILVER AND URANIUM
PROJECT GROUP

The Wilson River Project Group is located about 150 km north
of Halls Creek and centred 50 km west of the Argyle diamond
mine. Together with the present ground holdings at the Wilson
River, Dunham and new Tunganary projects, the Company is a
major landholder in the East Kimberley district and is
strategically well placed to take advantage of the emerging
epithermal style of gold mineralisation in the region.

The silicified quartz veins within the Wilson River Group are
remarkably similar to those from mineralised epithermal quartz
vein systems in Queensland’s Drummond Basin. Examples of
low sulphidation epithermal gold mineralisation in Australia are
the multi-million ounce Pajingo-Vera-Nancy and Cracow
deposits in Queensland, although these are of a younger age.




Project Summaries

RANGE EPITHERMAL GOLD/SILVER PROSPECT

As outlined in the Company’s March Quarterly report and its
ASX release of 27 April 2007, Northern Star has been advised
of an application by Fraka Investments Pty Ltd over ELs
80/2426 and 2427 and objected to those applications. The
Company was advised by the Department of Industry and
Resources (DOIR) that its applications for renewal of ELs 80/
2425, 2426 and 2427 were received out of time. However
since the years end the Company has successfully managed
to settle this matter. This clears the way as soon as E80/4001
is granted for Northern Star to resume exploration at the
Range Prospect, which is regarded as a significant greenfields
gold discovery.

Before the application the Company continued to report gold
and silver values from the Range prospect (Wilson River
Project Group). The last drilling completed was designed to

test the margins of the known mineralised system, with
significant intercepts 4m @ 0.6g/t Au (35.2g/t Ag) and 2m @
0.83g/t Au (1.6g/t Ag). This followed up early driling the
Company completed with intercepts of spectacular grades

including 5m @ 15.1g/t Au (34.9g/t Ag), 4m @ 15.1g/t Au
(7.3g/t Ag) and 6.2m @ 10.5g/t Au (45g/t Ag). The drilling data
has confirmed the mineralised nature of the structures and, as
would be expected in this style of epithermal mineralisation,
there is a strong shoot control.

The Company during the year completed mapping and
surface sampling in and around the Range Prospect. The work
has identified an eastward continuation of the recently drilled
high grade gold and silver quartz veining. Limited rock chip
sampling (two samples with values up to 2.2g/t Au and 1.1g/t
Ag) of the quartz veining indicates the mineralisation extends
up to 800m to the east of the previous drilling. As this veining
lies outside the previously assessed area, the Company has
planned further mapping and rock chip sampling as well as soil
geochemistry to define drill targets.

This is an excellent result given there had been no previous
recorded gold mineralisation within the area prior to the
Company’s exploration. The focus of the Company will be to
localise our focus to prove up the high grade shoots within the
mineralised veins.
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HUNTER EPITHERMAL GOLD/SILVER PROSPECT

The Hunter Prospect covering about 200 km? is located
100km south west of Kununurra, and about 80 km north east
of the Company’s other epithermal prospect at the Range.
Mapping and rock chip sampling at the Hunter prospect has
identified quartz veins that exhibit textures consistent with
epithermal type mineralisation. These veins occur over an area
approximately 1.5 km by 1.1 km, with a number of veins up to
500m in length and 7m in width. These textures are the same
as those at the Range prospect, which is also hosted in the
same volcanic rock unit.

Early-stage exploration has returned high-grade gold/silver
rock chip sample assays including 31.73g/t Au (14.9g/t Ag),
23.47g/t Au (14.7g/t Ag) and 16.05g/t Au (3.8g/t Ag). The
character of the veining differs from that at the Range in that
the mineralisation here is often accompanied by significant
base metal values. These include up to 12.5ppm Te, 239ppm
Bi, 685ppm Mo, 0.14% Cu and 0.8% Pb. These results
indicate that the mineralisation at the Hunter may be at a
deeper level or has been overprinted by a later intrusive style

event

Statutory approvals to permit the driling of the Hunter
Prospect have been submitted to the relevant authorities.
Once approval has been gained, then drill testing of the high
grade gold-silver veins identified will be undertaken.
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WILSON RIVER PROJECT AREA

Mapping and surface sampling was focussed on bringing any new areas identified to a drill definition stage. This work has highlighted

a number of new

areas containing epithermal style quartz veining, some of which have returned elevated values from rock chip

sampling. These include:

Teddy:

Black Bear:

located some 3 km north of the Range Prospect. Mapping highlighted two veins, one 1.2km long nominally
trending east-west and the other 700m long striking to the northwest. Rock chip sampling of the northwest veining
returned up to 0.7g/t Au and 7.2g/t Ag. Limited bulk cyanide leach stream sediment sampling within the vicinity of
the veining returned 0.43ppb Au/10.1ppb Ag, 0.28ppb Au/14.8ppb Ag, and 0.4ppb Au/9.8ppb Ag. Again, the
Company has planned further mapping and rock chip sampling as well as soil geochemistry to define drill targets.

located some 4.5 km to the north east of the Range Prospect. Reconnaissance mapping has shown quartz veining
within an area of 600m? with vein orientation varying from northeast to northwest. Limited rock chip sampling (5
samples) returned values including 0.1g/t Au and 0.4 g/t Ag. Bulk cyanide leach stream sediment sampling within
the vicinity of the veining has returned values up to 1.79ppb Au/11.2ppb Ag, 1.38ppb Au/14.3ppb Ag, 0.23ppb
Au/50ppb Ag and 0.9ppb Au/16.9ppb Ag. As with the other areas, the Company proposes further mapping and
rockchip sampling as well as soil geochemistry to define higher grade zones. Given the low density of sampling to
date, the Company is very encouraged with these results as they give confirmation for the potential additional
epithermal style mineralisation within the Wilson River Project area.
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TUNGANARY PROJECT

The Tunganary project was acquired following the successful
confirmation of the potential for the East Kimberley region in
general to host low sulphidation style epithermal style
deposits. This new project, which forms part of the Wilson
River Project Group, is located some 80 km north-northwest of
Halls Creek, and comprises five exploration licence
applications over an area of approximately 1,045 km?. The
Project area covers identical epithermal vein host stratigraphy,
as seen in the other Wilson River Projects. Previous broadly
spaced stream sediment sampling has highlighted a number
of weakly gold / silver anomalous areas that will give early
targets. This area is part of the farm-out arrangement with
U308 and as part of their expenditure commitments the data
from a low level airborne geophysical survey will not only be
used to identify uranium mineralisation but will provide an
invaluable platform for targeting epithermal gold mineralisation.
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URANIUM EXPLORATION INITIATIVE

Early in the year the Company reached agreement with
specialist uranium explorer, U308, on the uranium rights within
its East Kimberley exploration portfolio. The agreement will
provide a platform to significantly accelerate uranium
exploration on these highly prospective tenements. A number
of known uranium anomalies exist within Northern Star’s
Wilson River group of tenements, including A3, Frog, Frog
West, and Last. While no previous drilling has been reported
on the tenements, preliminary exploration by Northern Star last
year confirmed the uranium potential of the region. Significant
uranium rock chip assays have been recorded at Frog (0.38%
UsQOs), Frog West (1.23% UsOs) and A3 (0.16% UsQs).

Under the joint venture agreement, U308 can earn a 75%
interest in the uranium rights of the tenements by carrying
Northern Star to completion of a Bankable Feasibility Study,
with a minimum expenditure commitment of $200,000 per
annum. U308 have commenced a 34,000 line kilometre
detailed aeromagnetic and radiometric survey of which
Northern Star will have access to the data produced to assist
in our exploration activities.




Project Summaries

THE HALLS CREEK GOLD PROJECT GROUP

Golden Crown: Golden Crown, located 20 km east of Halls Creek and approximately 4 km northeast of the 70,000 oz Palm
Springs gold mine, comprises two exploration licences covering an approximate 40 km? area. Drilling conducted
during 2004 confirmed that numerous quartz veins with high grade gold occur over a 250m strike length at Faugh-
a-Ballagh and 130m strike length at Golden Crown.

The Company has commissioned a geological consultancy firm to complete a preliminary tonnage and grade
report on these two prospects. Once this has been established the Company will formulise a strategic business
plan on these deposits.

Evaluation of the other projects including the Baily and Cummins Range projects will be continued but at a reduced level, whilst the
Company focuses on its zinc/copper and epithermal Projects

Information in this report is based on information compiled by Mr C S Wilkinson, MAusIMM, Director of Exploration for the Company,
who is a competent person as defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves’. Mr Wilkinson has sufficient experience relevant to the style of mineralisation and type of deposit under
consideration and to the activity, which is being undertaking and consents to the inclusion in the report of the matters based on his
information in the form and context in which it appears.
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Directors’ Report

The Directors present their report on the results of the Company for the year ended 30 June, 2007 and the state of affairs at that
date. In order to comply with the provisions of the Corporations Act 2001, the Directors report as follows:

DIRECTORS

The names of the Directors in office during the course of the year and at the date of this report are:
o Christopher K G Rowe (Chairman)

. William J (Bill) Beament (Managing Director) — appointed 20 August 2007

. Charles S Wilkinson (Director of Exploration) — Managing Director to 20 August 2007

. D (lan) Chalmers — resigned 3 September 2007

. Terrence W Ransted

o Gary M Lethridge

o Peter J Langworthy

PRINCIPAL ACTIVITY

The principal activities of the Company in the course of the year were the acquisition of mineral tenements, mineral exploration and
investment.

OPERATING RESULTS

The net loss of the Company for the year, after provision for income tax amounted to $1,534,775 [2006: $692,980].

DIVIDENDS

No dividends were paid during the year and no recommendation is made as to dividends.

REVIEW OF OPERATIONS

The Company continues to be actively involved in, mineral exploration, focussing primarily on three project groups around Halls Creek
in the largely under-explored East Kimberley region of Western Australia. Drilling was conducted on a number of projects, including
the Red Billabong, Bally Range and Cummins Range projects. Reconnaissance exploration, comprising a combination of
geochemical, geological and/or geophysical surveys, was conducted on these and the other projects to define drill targets. The
exploration work to define economic mineral deposits is on going.

More details of the activities of the Company for the year together with future prospects are set out in the Review of Operations
section of the annual report.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

The state of affairs of the Company was not affected by any significant changes during the year.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

Subsequent to the end of the financial year, the Company has settled the purchase of a property in Halls Creek which functions as
the regional exploration base. Consideration for the property was $300,000. Other than this no matters or circumstances have arisen
since the end of the financial year which significantly affected or may significantly affect the operations of the Company, the results of
those operations, or the state of affairs of the Company in financial years subsequent to the financial year ended 30 June 2007.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The Company intends to continue exploration programmes on its existing tenements, and to acquire further suitable tenements for
exploration. Further information on the likely developments in the operations of the Company and the expected results of operations
have not been included in this annual financial report because the directors believe it would be likely to result in unreasonable
prejudice to the Company.
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Directors’ Report

DIRECTORS’ QUALIFICATIONS, EXPERIENCE AND SPECIAL RESPONSIBILITIES
ROWE, Christopher Kenneth George, BA, MA Economics and Law (Chairman) Age 63

Mr Rowe has practised as a Barrister and Solicitor both in the United Kingdom and in Western Australia before becoming a full time
consultant to the mining and oil and gas industry. He has been chairman or deputy chairman of a number of public listed mining and
oil and gas related companies in Australia and North America holding both executive and non-executive positions. Board positions
with other listed public companies within the last three years are Advance Healthcare Group Limited (from June 2006) and
Concentrated Capital Limited (June 2003 to August 2006).

Member of nomination and remuneration committees.

BEAMENT, William James (Bill) (Managing Director) -Appointed 20 August 2007, Age 33

Mr Beament is a mining engineer with more than 15 years experience in the resource sector in mine management including several
senior management positions, including General Manager of the Eloise Copper Mine in Queensland. For the past four years,
Mr Beament has held the position of Operations manager for Barminco Limited with overall responsibility for 12 mine sites across
Western Australia.

Member of nomination and remuneration committees.

WILKINSON, Charles Stuart, BSc Hons, MAusIMM. (Director of Exploration) Age 47

Mr Wilkinson has more than 22 years experience in the resource sector, mainly in mineral exploration, in a range of commodities,
both in Australia and overseas. Mr Wilkinson was instrumental in leading the initial exploration in two significant discoveries — the West
Musgrave Ni-Cu-PGM mineralisation and the Argo gold deposit at Kambalda. He was Exploration Manager — Australia with the
Exploration Division of WMC Resources Ltd and has been deputy chairman of the Chamber of Minerals and Energy Exploration
Council.

Member of nomination and remuneration committees.

CHALMERS, David lan MSc, FAusIMM, FIMMM, FSEG, FAIG, FAICD, MGSA, MSGA (Non-executive Director) Age 58

Mr Chalmers is a geologist with a Master of Science degree. He has worked in the mining and exploration industry for over 37 years
during which time he has had experience in all facets of exploration through feasibility and development up to the production phase.
He is a principal of Multi Metals Consultants Pty Ltd and is a director of Alkane Exploration Ltd (since July 1986). Former directorships
in the last three years are: AUDAX Resources Ltd (October 1993 to February 2007). Mr Chalmers resigned as a director of the
Company effective from 3 September 2007.

Member of nomination and remuneration committees until resignation.

RANSTED, Terrence William, B(App)Sc, MAusIMM, MGSA (Non-executive Director) Age 51

Mr Ransted is a geologist and a graduate of the Western Australian Institute of Technology with a Bachelor of Applied Science
Degree. He has had 30 years experience in many facets of exploration and regional geological programmes and has been involved
in various stages of project development from grass roots exploration to mining in a variety of commodities covering differing
geological terrains. Mr Ransted is a principal of Multi Metal Consultants Pty Ltd. Mr Ransted is a current non executive director of BC
Iron Limited (since July 2006).

Member of audit, nomination and remuneration committees.
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LETHRIDGE, Gary Mark (Non-executive Director) BCom, CA, FCIS, MAICD Age 43

Mr Lethridge is a Chartered Accountant and a Chartered Company Secretary. He has over 22 years commercial experience including
senior management and board level roles, predominantly with publicly listed resource companies. Mr Lethridge is currently Jubilee
Mines NL's Executive General Manager — Corporate and Chief Financial Officer and is a non-executive director of Falcon Minerals Ltd
(since January 2005).

Member of audit, nomination and remuneration committees.

LANGWORTHY, Peter James (Non-executive Director) BSc Hons, MAusIMM, Age 43

Mr Langworthy is currently Jubilee Mines NL's General Manager — Exploration. He has over 21 years experience in the mining industry
including senior technical and management roles. He has extensive experience in nickel, gold and base metal exploration, and has
also worked in operational and project development roles.

Mr Langworthy is a current non executive director of Pioneer Nickel Ltd (since November 2004).

Member of audit, nomination and remuneration committees.

COMPANY SECRETARY
Karen Elizabeth Vere Brown, BEc (Hons) Age 47.

Miss Brown is an honours graduate in economics from the University of Western Australia and is a director of Mineral Administration
Services Pty Ltd which provides secretarial, financial and administration services to the Company. Miss Brown has considerable
experience in corporate administration of listed companies over a period exceeding 21 years, primarily in the mineral exploration

industry.

MEETINGS OF DIRECTORS

During the financial year, fifteen (15) meetings of directors were held. There were four (4) Audit, two (2) Nomination and one (1)
Remuneration Committee Meetings held during the financial year.

The full Board carried out the functions of the Nomination and Remuneration Committees.

The number of meetings attended by each director during the year is as follows:

COMMITTEE MEETINGS

DIRECTOR NUMBER OF MEETINGS ATTENDED AUDIT NOMINATION REMUNERATION
Christopher K. G. Rowe 15 N/A 2 1
Charles S. Wilkinson 15 N/A 2 1
D. (lan) Chalmers 15 N/A 2 1
Gary M. Lethridge 13 2 1
Terrence W. Ransted 14 3 1 -
Peter J. Langworthy 14 4 2 1

AUDIT COMMITTEE

The audit committee comprises Mr Terrence Ransted, Mr Peter Langworthy and Mr Gary Lethridge.
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CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the directors of Northern Star Resources
Ltd support and have adhered to the principles of corporate governance and have established a set of policies and manuals for the
purpose of managing corporate governance. The Company’s detailed corporate governance policy statement is contained in the
additional Supplementary Information section of the annual report and can be viewed on the Company's web site at www.nsrltd.com.

ENVIRONMENTAL ISSUES

The Company is subject to environmental regulation in respect to its mineral tenements relating to any exploration activity on those
tenements. No breaches of any environmental restrictions were recorded during the year. Performance bonds are required by the
Mines Department to cover environmental regulation rehabilitation.

SHARE OPTIONS

Listed options to take up ordinary shares in the capital of Northern Star Resources Ltd granted and still outstanding at the date of
this report are as follows:

NUMBER AND CLASS ISSUE /EXERCISE
DATE OPTIONS GRANTED UNDER OPTION PRICE OF SHARES EXERCISE / EXPIRY DATES
17 December 2003 5,000,000 $0.20 17 December 2008

Listed Options — 1,000,000 - divided into four classes as follows:

Incentive Option Class

18 November 2005 250,000 Class A $0.30 Between 18 November 2005 and 31 December 2008
18 November 2005 250,000 Class B $0.30 Between 1 May 2006 and 31 December 2008

18 November 2005 250,000 Class C $0.45 Between 1 May 2007 and 31 December 2009

18 November 2005 250,000 Class D $0.60 Between 1 May 2008 and 31 December 2010

1 and 22 December 2006 13,549,358 $0.30 30 September 2008

18 June 2007 100,000 $0.20 18 June 2012

No ordinary shares were issued during the year on the exercise of options.

No option holder has any right under the options to participate in any other share issue of the Company or any other entity.

DIRECTORS’ INTERESTS AND BENEFITS

Professional fees of $36,699 (2006: $31,445) and re-imbursement of disbursements of $38,616 (2006: $37,469) totaling $75,315
(2006: $68,914) were paid during the year to Multi Metal Consultants Pty Ltd, a company in which both Mr Chalmers and Mr Ransted
have a substantial financial interest.

This statement excludes a benefit included in the aggregate amount of emoluments received or due and receivable by Directors as
directors' fees and shown in the financial statements, prepared in accordance with the Corporations Regulations, or the fixed salary
of a full-time employee.
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REMUNERATION REPORT

The remuneration report is set out under the following main headings:

A PRINCIPLES USED TO DETERMINE THE NATURE AND AMOUNT OF REMUNERATION
B  DETAILS OF REMUNERATION

C  SERVICE AGREEMENTS

D  SHARE-BASED COMPENSATION.

The information provided within this remuneration report includes remuneration disclosures that are required under Accounting
Standard AASB 124 ‘Related Party Disclosures’. These disclosures have been transferred from the financial report and have been
audited.

A PRINCIPLES USED TO DETERMINE THE NATURE AND AMOUNT OF REMUNERATION (AUDITED)

The objective of the Company's executive reward framework is to ensure reward for performance is competitive and appropriate for
the results delivered. The framework aligns executive reward with achievement of strategic objectives and the creation of value for
shareholders, and conforms with market best practice for delivery of reward.

The Board ensures that executive reward satisfies the following key criteria for good reward corporate governance practices:

U competitiveness and reasonableness
L acceptability to shareholders
. performance linkage/alignment of executive compensation

] transparency

. capital management

The Company has structured an executive remuneration framework that is market competitive and complementary to the reward
strategy for the organisation.

Non-executive directors

Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the directors. Non-
executive directors' fees and payments are reviewed annually by the Board. The Chairman's fees are determined independently to
the fees of non-executive directors based on comparative roles in the external market. The Chairman is not present at any discussions
relating to determination of his own remuneration.

Directors fees

Directors' fees are determined within an aggregate directors' fee pool limit, which is periodically recommended for approval by
shareholders. The maximum currently stands at $150,000 in aggregate. This amount is separate from any specific tasks the directors
or their related entities may take on for the Company. For example, Multi Metal Consultants Pty Ltd of which Messrs Chalmers and
Ransted are principals, provide some administration services for the Company, separate from their tasks as non-executive Directors.
Their remuneration is set out below.

The Company has no performance based remuneration component built into director and executive remuneration packages.

B DETAILS OF REMUNERATION (AUDITED)

There are no executive officers of the Company other than directors.

2007 2006
$ $
Directors' income paid or payable or otherwise made available to Directors of the Company 365,230 374,333

Page 25



Directors’ Report

The details of remunerations paid are as follows:

Executive Director of Northern Star Resources Ltd

NAME SHORT-TERM POST-EMPLOYMENT  SHARE-BASED
BENEFITS BENEFITS PAYMENT TOTAL
CASH CASH FEES AND  SUPERANNUATION
SALARY DISBURSEMENTS
$ $ $ $ $

2007
CS Wilkinson 200,000 5,471 18,000 - 223,471
No long term or termination benefits were paid in the current or previous financial year.
2006
CS Wilkinson 154,167 15,846 13,875 48,745 232,633
Non-executive Directors of Northern Star Resources Ltd
2007
C Rowe 30,000 - 2,700 - 32,700
| Chalmers 25,000 - 2,250 - 27,250
G Lethridge* 25,000 - 2,250 - 27,250
T Ransted 25,000 - 2,250 - 27,250
P Langworthy* 25,054 - 2,255 - 27,309

130,054 - 11,705 - 141,759
2007

*The directors’ cash fees ($50,054 in aggregate) and superannuation ($4,505 in aggregate) to Messrs Bergin, Lethridge and

Langworthy , were paid to Jubilee Mines, of which these directors are employees.

No long term or termination benefits were paid in the current or previous financial year.
2006

C Rowe 30,000 - 2,700 - 32,700
N Bergin* 24,038 - 2,163 - 26,201
| Chalmers 25,000 - 2,250 - 27,250
G Lethridge” 25,000 - 2,250 - 27,250
T Ransted 25,000 - 2,250 - 27,250
P Langworthy* 962 - 87 - 1,049

130,000 - 11,700 - 141,70
2006

*The directors’ cash fees ($50,000 in aggregate) and superannuation ($4,500 in aggregate) to Messrs Bergin, Lethridge and

Langworthy, were paid to Jubilee Mines, of which these directors are employees.

C SERVICE AGREEMENTS (AUDITED)
WILKINSON, Charles Stuart (Managing Director)

Term of Agreement - 1 year commencing 1 May 2006.

Agreement - Base salary, exclusive of statutory superannuation and provision of motor vehicle, of $200,000 to be reviewed on an

annual basis by the remuneration committee. Under the terms of the agreement the Company is to provide a vehicle up to the value

of $80,000 and pay all running costs.

Termination - Payment of a termination benefit on early termination by the Company, other than for gross misconduct, is by mutual

agreement.
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D SHARE-BASED COMPENSATION (AUDITED)

No share-based compensation were paid to director in the current financial year.

In the 2006 financial year, options were issued to a Director related party.

1,000,000 options, approved by shareholders at the 2005 annual general meeting, were granted an associate of CS Wilkinson.

Options were granted for no consideration as a one off incentive bonus. The options carry no dividend or voting rights and are
exercisable at any time. When exercised, each option is convertible into one ordinary share, which would result in the issue of
1,000,000 ordinary shares.

The 1,000,000 free incentive options, granted on 18 November 2005, are divided into four classes.

INCENTIVE OPTION CLASS NUMBER EXERCISE PRICE EXERCISE DATES
Class A 250,000 $0.30 Between 18 November 2005 and 31 December 2008
Class B 250,000 $0.30 Between 1 May 2006 and 31 December 2008
Class C 250,000 $0.45 Between 1 May 2007 and 31 December 2009
Class D 250,000 $0.60 Between 1 May 2008 and 31 December 2010

Fair value of options granted
The assessed fair value at grant date, of shares granted on 18 November 2005 were an average 4.9 cents per option.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the vesting and performance criteria, the impact of dilution, the non-tradeable nature of the
option, the share price at grant date and expected price volatility (78%) of the underlying share, the expected dividend yield (nil) and
the risk-free interest rate (5.31%) for the term of the option.

The share price at the grant date was $0.135.

VALUE PER OPTION

GRANT DATE

EXPIRY DATE

EXERCISE PRICE

AT GRANT DATE

DATE EXERCISABLE

18 November 2005
18 November 2005
18 November 2005
18 November 2005

31 December 2008
31 December 2008
31 December 2009
31 December 2010

$0.30
$0.30
$0.45
$0.60

$0.048
$0.048
$0.048
$0.051

After 18 November 2005
After 1 May 2006
After 1 May 2007
After 1 May 2008

Key Management Personnel

Other than the executive director, there were no other key management personnel during the financial year.

Directors' Interests in the Share Capital of the Company as at the date of this report.

NAME OF DIRECTOR

SHARES HELD

SHARES HELD

OPTIONS HELD OPTIONS HELD

DIRECTLY INDIRECTLY DIRECTLY INDIRECTLY
C Rowe - 1,456,726 - 336,539
C Wilkinson - 2,165,000 - 1,062,500
G Lethridge - - -

T Ransted 2,250,001 217,500 125,000 *5,036,250

P Langworthy

* This refers to 5,000,000 options granted to Biscay Resources Pty Ltd in the 2004 financial year, a company in which Mr Ransted
is a 25% beneficial owner.
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5,000,000 options exercisable at 20 cents each on or before 17 December 2008 were issued in the 2004 financial year, to Biscay
Resources Pty Ltd, a company in which Mr Ransted holds a 25% beneficial interest as part consideration for acquisition of mineral
interests as noted above. The options issued were not part of any remuneration package. At the time of grant of the options the
Company was not listed on Australian Stock Exchange Limited. A Black and Scholes valuation model assuming an issue price at that
applicable to seed capitalists of 8 cents, a risk free rate of 5.6%, a volatility rate of .5 and then applying a 30% discount factor to
compensate for the fact that the options are unlisted, provides a notional value to these options of $75,072.

INSURANCE OF OFFICERS AND AUDITORS

During the financial year, Northern Star Resources Ltd paid a premium of $18,370 (2006: $18,375) to insure the directors, secretary
and/or officers of the Company.

The liability insured is the indemnification of the Company against any legal liability to third parties arising out of any Directors or
Officers duties in their capacity as a Director or Officer.

No liability has arisen under this indemnity as at the date of this report.

The Company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or auditor of the
Company or of any related body corporate, against a liability incurred as such by an officer or auditor.

AUDIT INDEPENDENCE AND NON-AUDIT SERVICES

AUDITORS' INDEPENDENCE - SECTION 307C

The following is a copy of a letter received from the Company's auditors:

“Lead auditor’s independence declaration under Section 307C of the Corporations Act 2001

To: the directors of Northern Star Resources Ltd

| declare that, to the best of my knowledge and belief, for the financial year ended 30 June 2007 there have been:

. no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation
to the audit; and

. no contraventions of any applicable code of professional conduct in relation to the audit.

Frank Vrachas

Lead auditor

Rothsay Chartered Accountants”

During the year the following fees were paid or payable for services provided by the auditor:

2007 2006

Audit services

Audit and review of financial reports under the Corporations Act 2001 12,000 14,000
Non-audit services

No other services were provided by the auditor.

Signed at Perth in accordance with a resolution of Directors.

BILL BEAMENT
Managing Director

Dated this 27th day of September 2007
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In the opinion of the Directors of Northern Star Resources Ltd:
(@  the financial statements and notes set out on the following pages are in accordance with the Corporations Act 2001 including:

i. giving a true and fair view of the financial position of the Company as at 30 June 2007 and of its performance for the
financial year ended on that date; and

i complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting
requirements ; and

(b)  there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and
payable.

(c)  the audited remuneration disclosures set out in the directors’ report comply with Accounting Standard AASB 124 Related Party
Disclosures and the Corporations Regulations 2001.

The directors have been given the declarations by the chief executive officer and chief financial officer required by section 295A of
the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Directors.

BILL BEAMENT

Managing Director

PERTH
Dated this 27th day of September 2007
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Income Statement

For the year ended 30 June, 2007

NOTES 2007 2006
$ $

Revenue from continuing operations
Interest income 90,032 108,643
Total revenue from continuing operations 90,032 108,643
Expenses
Administration and secretarial services (40,416) (41,664)
Audit fees 9 (12,000) (14,000)
Depreciation expense (62,729) (63,114)
Employee benefits (11,320) (48,745)
Exploration expensed (1,127,373) (277,846)
Insurance (27,717) (81,116)
Office rent, ancillaries and running (42,267) (83,831)
Personnel & support (249,477) (215,822)
Public relations (27,721) (30,972)
Share registry and ASX listing fees and other corporate costs (21,941) (32,842)
Other expenses from continuing operations (11,846) (21,671)
Total Expenses (1,624,807) (801,623)
(Loss) before income tax expense (1,5634,775) (692,980)
Income tax expense 10 - -
(Loss) for the year (1,534,775) (692,980)
(Loss) attributable to members of Northern Star Resources Ltd (1,534,775) (692,980)
(Loss) per share for loss from continuing operations attributable
to the ordinary equity holders of the Company
Basic earnings per share (cents per share) 11 (2.3¢c) (1.35¢)

Diluted earnings per share are not disclosed as they are not

materially different to basic earnings per share.

The above income statement should be read in conjunction with the accompanying notes.
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Balance Sheet

As at 30 June, 2007

NOTES

2007

2006

$ $
ASSETS
CURRENT ASSETS
Cash and cash equivalents 2,565,380 1,344,577
Receivables 72,674 60,662
TOTAL CURRENT ASSETS 2,638,054 1,405,239
NON-CURRENT ASSETS
Plant & Equipment 46,571 64,744
Capitalised Exploration & Evaluation expenditure 3,786,492 3,634,957
TOTAL NON-CURRENT ASSETS 3,833,063 3,699,701
TOTAL ASSETS 6,471,117 5,104,940
LIABILITIES
CURRENT LIABILITIES
Trade Payables 212,098 340,720
Provisions 8 51,538 36,923
TOTAL CURRENT LIABILITIES 263,636 377,643
TOTAL LIABILITIES 263,636 377,643
NET ASSETS 6,207,481 4,727,297
EQUITY
Contributed Equity 2 8,852,829 5,888,455
Reserves 17 177,918 127,333
Accumulated Losses 17 (2,823,266) (1,288,491)
TOTAL EQUITY 6,207,481 4,727,297

The above balance sheet should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity

For the year ended 30 June, 2007

2007 2006
$ $

Total equity at the beginning of the financial year 4,727,297 5,371,532

Total recognised income and expense for the year (1,534,775) (692,980)
Transactions with equity holders in their capacity as equity holders

Share-based payment 50,585 48,745

Share issue 3,131,845 -

Cost of share issue (167,471) -

6,207,481 4,727,297

Total equity at the end of the financial year

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Cash Flow Statement

For the year ended 30 June, 2007

NOTES 2007 2006
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to Suppliers & Employees
(inclusive of goods and services tax) (5659,406) (227,957)
Net cash (outflow) inflow from operating activities 16 (5659,406) (227,957)
CASH FLOWS FROM INVESTING ACTIVITIES
Payment for Plant & Equipment (34,556) (12,034)
Payment for Exploration and Evaluation (1,278,906) (1,618,544)
Interest received 90,032 108,643
Net cash (outflow) inflow from investing activities (1,223,430) (1,521,935)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds form issue of shares 3,131,845 -
Cost of share issue (128,206) -
Net cash (outflow) inflow from financing activities 3,003,639 -
Net (decrease) increase in cash and cash equivalents 1,220,803 (1,749,892)
Cash and cash equivalents at the beginning of the financial year 1,344,577 3,094,469
Cash and cash equivalents at end of financial year 3 2,565,380 1,344,577

The above cash flow statement should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements

For the year ended 30 June, 2007

NOTE 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below.

These policies have been consistently applied to all the years presented, unless otherwise stated.

a.

BASIS OF PREPARATION

This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the
Corporations Act 2001.

Compliance with IFRSs

Australian Accounting Standards include equivalents to International Financial Reporting Standards (AIFRS). Compliance with
AIFRSs ensure that the financial statements and notes of Northern Star Resources Ltd comply with International Financial
Reporting Standards (IFRS).

Historical cost convention

These financial statements have been prepared under the historical cost convention.

INCOME TAX

The income tax expense or revenue for the year is the tax payable on the current year’s taxable income based on the national
income tax rate, adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to unused
tax losses.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future
taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities
and when the deferred tax balances relate to the same taxation authority. Current tax assets and liabilities are offset where the
entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.

EXPLORATION AND EVALUATION EXPENDITURE

Expenditure on acquisition, exploration and evaluation relating to an area of interest is carried forward where rights to tenure of
the area of interest are current and:

)  the area has proven commercially recoverable reserves; or

i) exploration and evaluation activities are continuing in an area of interest but have not yet reached a stage which permits
a reasonable assessment of the existence or otherwise of economically recoverable reserves.

At the end of each financial year the Directors assess the carrying value of the exploration expenditure carried forward in respect
of each area of interest and where the carried forward carrying value is considered to be in excess of () above, the value of the
area of interest is written down or provided against.
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Capitalised exploration expenditure is considered for impairment based upon areas of interest on an annual basis, depending
on the existence of impairment indicators including:

e the period for which the Company has the right to explore in the specific area has expired during the period or will expire
in the near future, and is not expected to be renewed;

e substantive expenditure on further exploration for and evaluation of mineral resources in the specific area is neither
budgeted or planned;

e exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable
quantities of mineral resources and the Company has decided to discontinue such activities in the specific area; and

e sufficient data exists to indicate that, although a development in the specific area is likely to proceed, the carrying amount
of the exploration and evaluation asset is unlikely to be recovered in full from successful development or by sale.

Costs carried forward in respect of an area of interest that is abandoned are written off in the year in which the decision to
abandon is made.
MINERAL TENEMENTS

The Company's activities in the mining industry are subject to regulations and approvals including mining heritage,
environmental regulation, the implications of the High Court of Australia decision in what is known generally as the "Mabo" case
and any State or Federal legislation regarding native and mining titles. Approvals, although granted in most cases, are
discretionary. The question of native title has yet to be determined and could effect any mining title area whether granted by
the State or not.

CASH AND CASH EQUIVALENTS

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with
financial institutions, other short-term, highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

PLANT AND EQUIPMENT

Plant and equipment is stated at historical cost less depreciation. Depreciation is calculated on a straight line basis so as to
write off the net cost of each asset during their expected useful life of 3 to 5 years.

EMPLOYEE BENEFITS

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within twelve (12)
months of the reporting date are recognised in provisions and are measured at the amounts expected to be paid when the
liability is settled.

SHARE-BASED PAYMENTS

Where shares or options are issued to employees, including directors, as remuneration for services, the difference between fair
value of the shares or options issued and the consideration received, if any, from the employee is expensed. The fair value of
the shares or options issued is recorded in contributed equity.
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NOTE 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

i. FAIR VALUE ESTIMATION

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes.

The carrying value value, less impairment provision, of trade receivables and payables are assumed to approximate their fair
values due to their short-term nature.
j- GOODS AND SERVICES TAX (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, except where the GST incurred is not
recoverable from the taxation authority, in which case the GST is recognised as part of the cost of acquisition of the asset or
as part of the expense item.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable
from, or payable to, the taxation authority is included with receivables or payables in the balance sheet.
k. IMPAIRMENT OF ASSETS

Assets are reviewed for impairment at each reporting date or whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units).

Non-financial assets, other than goodwill, that suffered an impairment are reviewed for possible reversal of the impairment at
each reporting date.

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment, or more frequently if events or changes in circumstances indicate that they might be impaired.

l. REVENUE RECOGNITION

Interest income is recognised on a time proportionate basis using the effective interest method.

m. TRADE PAYABLES

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which
are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

n. PROVISIONS

Provisions are recognised when the Company has a present obligation and it is probable that an outflow of resources will be
required to settle the obligation and the amount has been reliably estimated.
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LEASES

Leases of property, plant and equipment where the Company has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised. The Company has no finance leases.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
(Refer note 12). Payments made under operating leases (net of any incentives received from the lessor) are charged to the
income statement on a straight-line basis over the period of the lease.

CONTRIBUTED EQUITY

Ordinary shares are classified as equity.

Costs directly attributable to the issue of new shares or options are shown in equity as a deduction from the

proceeds.

EARNINGS PER SHARE

Basic earnings per share is determined by dividing the profit (loss) after income tax attributable to equity holders of the
Company by the weighted average number of ordinary shares outstanding during the financial year.

SEGMENT REPORTING

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different to those of other business segments. A geographical segment is engaged in providing products
or services within a particular economic environment and is subject to risks and returns that are different from those of
segments operation in other economic environments.

NEW ACCOUNTING STANDARDS AND UIG INTERPRETATIONS

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2007 reporting
periods. The Company has elected not an early adoption, where available, of these standards and interpretations. Application
of the standards and interpretations is not expected to effect any of the amounts recognised in the financial statements, but
will impact the type of information disclosed in the notes to the financial statements.
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2007

Statements

2006

NUMBER $ NUMBER $
NOTE 2 - CONTRIBUTED EQUITY
a)  Share Capital
Ordinary shares - Fully paid 77,473,712 8,852,829 51,375,002 5,888,455
Movement in ordinary share capital
At 1 July 51,375,002 5,888,455 51,375,002 5,888,455
Placement (December 2006) 26,098,710 3,131,845 - -
Less: costs of issues - (167,471) - -
At 30 June 77,473,712 8,852,829 51,375,002 5,888,455

The Company made a placement of 26,098,710 ordinary shares at $0.12 each and 13,549,358 free options, exercisable at

$0.20 each, in December 2006 . The funds are to be utilised for working capital. The funds raised were pursuant to a pro-rata

renounceable rights issue of two shares and one free new options for every four shares held.

Terms and conditions of ordinary shares:

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share

at shareholders’ meetings. In the event of winding up of the company, ordinary shareholders rank after all other shareholders

and creditors are fully entitled to any proceeds of liquidations.

2007

2006

NUMBER $ NUMBER $

b)  Options

Listed options expiring 17/12/2008

exercisable at 20 cents each 5,000,000 75,072 5,000,000 75,072

Movement in options expiring 17/12/2008 -

At 1 July 5,000,000 75,072 5,000,000 75,072

Issued - - - -

At 30 June 5,000,000 75,072 5,000,000 75,072

Listed options expiring 17/12/2006

exercisable at 25 cents each - - 13,375,000 3,516

Movement in options expiring 17/12/2006

At 1 July 13,375,000 3,516 13,375,000 3,516

Expired during year (18,375,000) (8,516) - -

At 30 June - - 18,375,000 3,516

Listed incentive options with various

exercise dates and prices 1,100,000 60,065 1,000,000 48,745

Movement in these options

At 1 July 1,000,000 48,745 - -

Issued 100,000 11,320 1,000,000 48,745

At 30 June 1,100,000 60,065 1,000,000 48,745

Listed options expiring 30/09/2008

exercisable at 25 cents each 13,549,358 39,265 - -

Movement in these options

At 1 July - - - -

Issued 13,549,358 39,265 - -

At 30 June 13,549,358 39,265 - -

No options were exercised during the year.
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2007 2006
$ $
NOTE 3 - CASH AND CASH EQUIVALENTS
(Current assets)
Cash at Bank and on hand 108,318 67,547
Cash on Deposit (at call) 2,457,062 1,277,030
2,565,380 1,344,577
(@ Cash at bank bears nil interest per annum.
(b) Cash on deposit bears interest at 5.25% per annum.
NOTE 4 - RECEIVABLES
(Current asset)
GST Receivable 72,674 60,662
72,674 60,662

NOTE 5 - PLANT & EQUIPMENT

(Non - current assets)

FURNITURE, COMPUTERS

VEHICLES AND EQUIPMENT TOTAL
$ $ $
At 1 July 2005
Cost 152,625 14,338 166,963
Less: Accumulated Depreciation (52,384) (8,756) (61,140)
Net book amount 100,241 5,682 105,823
Year ended 30 June 2006
Opening net book amount 100,241 5,682 105,823
Additions 10,718 1,317 12,035
Depreciation charge (48,467) (4,647) (63,114)
Closing net book amount 62,492 2,252 64,744
At 30 June 2006
Cost 163,343 15,655 178,998
Less: Accumulated Depreciation (100,851) (13,403) (114,254)
Net book value 62,492 2,252 64,744
Year ended 30 June 2007
Opening net book amount 62,492 2,252 64,744
Additions 20,045 14,511 34,556
Depreciation charge (50,431) (2,298) (562,729)
Closing net book amount 32,106 14,465 46,571
At 30 June 2007
Cost 183,388 30,166 213,554
Less: Accumulated Depreciation (151,282) (15,701) (166,983)
Net book value 32,106 14,465 46,571
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2007 2006
$ $
NOTE 6 - OTHER ASSETS
(Non - current assets)
EXPLORATION & EVALUATION EXPENDITURE
Exploration & Evaluation expenditure costs brought forward
in respect of areas of interest
Balance 1 July 3,634,957 2,294,261
Expenditure during year 1,278,908 1,618,542
Less expensed to profit or loss' (1,127,373) (277,846)
Balance 30 June 3,786,492 3,634,957

Exploration and evaluation expenditure is recorded at historical cost on an area of interest basis. Recovery of these costs is
dependent upon the commercial success of future exploration and development or realisation by disposal of the interests
therein.

There may exist on the Company's exploration properties, areas subject to claim under native title or containing sacred sites
or sites of significance to Aboriginal people. As a result, exploration properties or areas within the tenements may be subject

to exploration and mining restrictions.

10f the amount expensed to profit or loss $1,009,613 relates to the Wilson River ground over which title is disputed. Application
has been made for reinstatement of the Company’s title by the Department of Industry and Resources and the matter is also
being pursued in the Supreme Court of WA. Also the Company has applied for a new exploration licence over the disputed

ground.
2007 2006
$ $
NOTE 7 - PAYABLES
(Current liabilities)
Trade payables 212,098 340,720

Trade payables are unsecured and payable on supplier credit terms, usually payable within 30 days of recognition. The
Company has financial risk management policies in place to ensure that all payables are paid within the credit timeframe.

NOTE 8 - PROVISIONS

(Current liabilities )

Employee benefits — accumulated annual leave 51,538 36,923

NOTE 9 - AUDITORS' REMUNERATION

(@

(b)

During the year the following fees were paid or payable for services provided by the auditor:
Audit services 12,000 14,000
Audit and review of financial reports under the Corporations Act 2001

Non-audit services

Total remuneration of auditors 12,000 14,000

The Company has received natification from the Company's auditor that he satisfies the independence criterion and that there
have been no contraventions of the auditor independence requirements of the Corporations Act 2001 or any applicable code
of professional conduct in relation to the audit.
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2007 2006
$ $

NOTE 10 - INCOME TAXES
(@ Income Tax Expense

Current tax - -
(b) Numerical reconciliation of income tax expense

to prima facie tax payable

Loss from continuing operations before income tax expense (1,534,775) (644,235)

Prima facie tax payable at 30% (460,433) (193,271)

Add tax effect of amounts which are not deductible (taxable)

in calculating taxable income:

Share-based payments 3,396 14,624

(457,037) (178,647)

() Taxlosses

Unused tax losses for which no deferred tax asset has been recognised

Potential tax benefit at 30% 818,715 361,678
(d) Unrecognised temporary differences

Deferred tax liabilities — Capitalised Exploration (797,736) (996,057)

Deferred tax assets — Employee entitlements 15,461 11,077

Deferred tax assets — Revenue tax losses 818,715 361,678

Deferred tax assets and liabilities have been offset as they relate to income taxes levied by the same taxation authority and
there is a legally recognised right to set off.

NOTE 11 - EARNINGS / LOSS PER SHARE

2007 2006
CENTS CENTS
(@) Basic loss per share
Loss attributable to the ordinary equity holders of the Company (2.3 (1.35)
2007 2006
$ $
(b) Earnings used in calculating earnings per share
Loss attributable to the ordinary equity holders of the Company (1,534,775) (692,980)
2007 2006
NUMBER NUMBER
() Weighted average number of shares used as the denominator
Weighted average number of ordinary shares outstanding during
the year used in calculation of basic earnings per share 65,752,356 51,375,002

Page 41



Notes to the Financial Statements

For the year ended 30 June, 2007

NOTE 12 - COMMITMENTS

Mining Tenement Leases

In order to maintain current rights of tenure to exploration tenements the Company is required to perform minimum exploration
work to meet the minimum expenditure requirements specified by the WA State Government. The estimated exploration and
joint venture expenditure commitments for the ensuing year, but not recognised as a liability in the financial statements, amount
to $1,077,266 (2006: $1,126,510). This expenditure will only be incurred should the Company retain its existing level of interest
in its various exploration areas and provided access to mining tenements is not restricted.

Operating Lease - Buildings

The Company leases a house and shed at Hall Creek, Western Australia, under a non-cancellable operating lease expiring 23
August 2007.

Commitments for minimum lease payments are:

2007 2006
$ $
Within one year 2,506 9,450

Later than one year but less than five years - -

NOTE 13 - SEGMENTAL INFORMATION

The Company operates only in Australia and predominantly in the area of mineral exploration in Western Australia.

NOTE 14 - RELATED PARTY TRANSACTIONS

(@

Messrs Chalmers and Ransted are directors and shareholders of Multi Metal Consultants Pty Ltd, a company that was paid,
during the year, $75,315 (2006: $68,914) for professional services including reimbursement of expenses in the normal course

of business at commercial rates.

Mr Chalmers and Ransted each hold 25% beneficial interest in Biscay Resources Pty Ltd, a company that was issued, in the
2004 financial year, with 5,000,000 options exercisable at 20 cents each on or before 17 December 2008 as part consideration
for acquisition of mineral interests. Under a Farm In Agreement and subsequent supplementary agreement between the
Company and Biscay Resources Pty Ltd, the Company was deemed to have earned a 100% interests in certain mineral
tenements in consideration of the grant by the Company of a 1% net smelter return (NSR). The 1% NSR essentially comprises
one per cent of the total purchased price received by the Company from the sale of any minerals (or product) produced from
the tenements less all costs of transporting, concentrating, smelting, refining or otherwise treating the minerals or product, all
taxes and other imposts or levies calculated on production or the value of production. To date no minerals or product has been
produced from the relevant mineral tenements and therefore no NSR has become due and payable.

Directors And Director Related Entities’ Shareholdings

The interests of Directors and their Director related entities in shares and share options at year end are as follows:

(1) Shares
2007 2006
NUMBER NUMBER
Ordinary shares 8,089,227 7,603,652
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BALANCE AT THE BALANCE AS THE
NAME START OF THE YEAR ISSUED PURCHASED/SOLD END OF THE YEAR
C Rowe 1,418,650 48,076 - 1,456,726
C Wilkinson 2,040,000 125,000 - 2,165,000
| Chalmers 2,145,001 72,500 - 2,217,501
G Lethridge - - - -
T Ransted 2,145,001 322,500 - 2,467,501

P Langworthy - - - -

No shares were issued to Directors and Director related entities during the year.

(2) Options
2007 2006
NUMBER NUMBER

Options over ordinary shares 6,560,289 6,312,500

BALANCE AT THE BALANCE AS THE
NAME START OF THE YEAR ISSUED PURCHASED/SOLD END OF THE YEAR
C Rowe 312,500 24,039 - 336,539
C Wilkinson 1,000,000 62,500 - 1,062,500
| Chalmers 5,000,000 36,250 - 5,036,250
G Lethridge - - - -
T Ransted 5,000,000 161,250 - 5,161,250

P Langworthy - - - -

In the 2006 financial year, options were issued to a Director related party as follows:

1,000,000 options, approved by shareholders at the 2005 annual general meeting, were granted to an associate of CS
Wilkinson.

The options were granted for no consideration as a one off incentive bonus. The options carry no dividend or voting rights and
are exercisable at any time. When exercised, each option is convertible into one ordinary share which would result in the issue
of 1,000,000 ordinary shares.

The 1,000,000 free incentive options, granted on 18 November 2005, are divided into four classes.

INCENTIVE OPTION CLASS NUMBER EXERCISE PRICE EXERCISE DATES
Class A 250,000 $0.30 Between 18 November 2005 and 31 December 2008
Class B 250,000 $0.30 Between 1 May 2006 and 31 December 2008
Class C 250,000 $0.45 Between 1 May 2007 and 31 December 2009
Class D 250,000 $0.60 Between 1 May 2008 and 31 December 2010

Fair value of options granted
The assessed fair value at grant date, of options granted on 18 November 2005 was 4.9 cents per option.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account
the exercise price, the term of the option, the vesting and performance criteria, the impact of dilution, the non-tradeable nature
of the option, the share price at grant date and expected price volatility (78%) of the underlying share, the expected dividend
yield and the risk-free interest rate (5.31%) for the term of the option.

The share price at the grant date was $0.135.
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NOTE 14 - RELATED PARTY TRANSACTIONS (Continued)

(@) Directors And Director Related Entities’ Shareholdings (Continued)

VALUE PER OPTION

GRANT DATE EXPIRY DATE EXERCISE PRICE AT GRANT DATE DATE EXERCISABLE
18 November 2005 31 December 2008 $0.30 $0.048 After 18 November 2005
18 November 2005 31 December 2008 $0.30 $0.048 After 1 May 2006
18 November 2005 31 December 2009 $0.45 $0.048 After 1 May 2007
18 November 2005 31 December 2010 $0.60 $0.051 After 1 May 2008

(b) Expenses arising from share-based payment transactions

2007 2006
$ $
Options issued - 48,745

NOTE 15- FINANCIAL INSTRUMENTS
Significant Accounting Policies

Details of significant accounting policies and methods adopted including the criteria for recognition, the basis of measurement
and the basis on which revenues and expenses are recognised, in respect of each class of financial asset, financial liability and
equity instrument are disclosed in Note 1 to the accounts.

Interest Rate Risk

The following table details the Company’s exposure to interest rate risk as at the reporting date:

VARIABLE FIXED INTEREST  FIXED INTEREST

AVERAGE INTEREST RATE MATURITY  RATE MATURITY

INTEREST RATE LESS THAN GREATER THAN  NON-INTEREST

RATE 1 YEAR 1 YEAR 1 YEAR BEARING TOTAL
% $ $ $ $ $

2007
Cash - 108,318 - - - 108,318
Deposits - Cash 5.25 - 2,457,062 - - 2,457,062
Receivables - - - - 72,674 72,674
Accounts Payable - - - - 212,098 212,098
2006
Cash - 67,547 - - - 67,547
Deposits - Cash 5.25 - 1,277,703 - - 1,277,703
Receivables - - - - 60,662 60,662
Accounts Payable - - - - 340,720 340,720
Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company. The Company has adopted the policy of dealing with creditworthy counterparties and obtaining sufficient collateral
or other security where appropriate, as a means of mitigating the risk of financial loss from defaults. The Company measures
credit risk on a fair basis.

The Company does not have any significant credit risk exposure to a single counterparty or any group of counterparties having
similar characteristics.
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The carrying amount of financial assets recorded in the financial statements, net of any provisions for losses, represents the
Company’s maximum exposure to credit risk without taking account of the fair value of any collateral or other security obtained.

Net Fair Value

The carrying amount of financial assets and financial liabilities recorded in the financial statements represents their respective
net fair values, determined in accordance with the accounting policies disclosed in Note 1 to the accounts.
Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the ability to close-out market positions. Due to the dynamic
nature of the underlying businesses, Company Treasury aims at maintaining flexibility in funding by keeping committed credit

lines available.
2007 2006
$ $
NOTE 16 - RECONCILIATION OF LOSS AFTER INCOME TAX
TO NET CASH INFLOW FROM OPERATING ACTIVITIES
(Loss) for the year (1,534,775) (692,980)
Non Cash Flows in Operating Profit(Loss)
Depreciation 52,729 53,114
Movements in Provisions 14,615 13,500
Exploration written off 1,127,372 277,846
Interest income (90,032) (108,643)
Employee benefit — share-based payment 11,320 48,745
Change in operating assets and liabilities
Decrease (Increase) in Receivables (12,011) (23,426)
(Decrease) Increase in Accounts Payable (128,624) 203,887
Net Cash Inflow (Outflow) by Operating Activities (5659,406) (227,957)
NOTE 17 - RESERVES AND ACCUMULATED LOSSES
(@@ RESERVES
Share-based payments reserve 177,918 127,333
Movement:
Balance 1 July 127,333 -
Employee Option expense 11,320 48,745
Equity-settled benefits 39,265 78,5688
Balance 30 June 177,918 127,333
(b) ACCUMULATED LOSSES
Balance 1 July (1,288,491) (595,511)
Loss for the year after related income tax expense (1,534,775) (692,980)
Balance 30 June (2,823,266) (1,288,491)
(c) NATURE AND PURPOSE OF RESERVES

The share based payments reserve is used to recognise the fair value of; options issued to employees but not exercised and
equity-settled benefits issued in settlement of share issue costs and part consideration, in lieu of cash payment, for acquisition
of mineral interests.
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NOTE 18 - EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

Subsequent to the end of the financial year, the Company has settled the purchase of a property in Halls Creek which functions
as the regional exploration base. Consideration for the property was $300,000. Other than this no matters or circumstances
have arisen since the end of the financial year which significantly affected or may significantly affect the operations of the
Company, the results of those operations, or the state of affairs of the Company in financial years subsequent to the financial
year ended 30 June 2007.

NOTE 19 - SHARE-BASED PAYMENTS

(@

(b)

Employee option expense

An Employee Share Option Plan (ESOP) was established, reapproved by shareholders at the 2006 annual general meeting, to
provide long-term incentive for senior employees to deliver long-term shareholder returns. Participation in the plan is at the
Board’s discretion and no individual has a contractual right to participate in the plan or to receive any guaranteed benefits.

Options granted under the plan carry no dividend or voting rights.
When exercisable, each option is convertible into one ordinary share.

Set out below are a summary of the options granted during the year:

VESTED AND
BALANCE GRANTED BALANCE EXERCISABLE
EXPIRY EXERCISE AT THE START DURING AT END OF AT END OF
DATE PRICE OF THE YEAR THE YEAR THE YEAR THE YEAR
GRANT DATE (NUMBER) (NUMBER) (NUMBER) (NUMBER)
18 June 2007 18 June 2012 $0.20 - 100,000 100,000 100,000

No options expired, were exercised or forfeited during the year covered in the above table.
Fair value of options granted
The assessed fair value at grant date, of options granted on 18 June 2007 was $0.113 cents per option.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account
the exercise price ($0.20), the term of the option (5 years), the vesting and performance criteria, the impact of dilution, the non-
tradeable nature of the option, the share price at grant date ($0.15) and expected price volatility of the underlying share (103%),
the expected dividend yield and the risk-free interest rate (6.38%) for the term of the option.

Expenses arising from share-based payment transactions

Total expenses arising from share-based payments recognised during the year as employee benefits expense was:

2007 2006
$ $
Options issued under ESOP — Employee benefits 11,320 48,745

The $48,745 expense, in the 2006 financial year, relates to options issued to a Director related part. Refer note 14 for full details.
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(¢

(d)

Equity-settled share-based payment transactions

On 22 December 2006, 500,000 options were issued to Paradigm Capital as part payment for capital raising.
Options granted under the plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share.

Fair value of options granted

The assessed fair value at grant date, of options granted on 22 December 2006 was 7.9 cents per option.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account
the exercise price ($0.12), the term of the option (expiry date 30 September 2008), the vesting and performance criteria, the
impact of dilution, the non-tradeable nature of the option, the share price at grant date ($0.14) and expected price volatility of
the underlying share (100%), the expected dividend yield and the risk-free interest rate (6.25%) for the term of the option.

Effect on equity arising from share-based payment transactions

Total amount arising from share-based payments recognised during the year in equity as an increase in share-based payments
reserve and increase in cost of share issue was:

2007 2006
$ $
Equity-settled — Equity; Cost of issue 39,265 -
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Independent Audit Report

To the Members of Northern Star Resources Ltd ACN 092 832 892

QOTHSAY

Level 1, 2 Barrack Street Sydney NSW 2000 GPO Box 2759 Sydney NSW 1043

Phone: 0419 201 273 Email: swan2000@bigpond.com.au

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF NORTHERN STAR RESOURCES LTD

SCOPE

The financial report comprises the income statement, statement of changes in equity, balance sheet, statement of cashflows,
accompanying notes, the disclosures made as required by AASB 124 Related party disclosures of the remuneration report in the
Directors’ report and the Directors’ declaration for Northern Star Resources Ltd, the Company, for the year ended 30 June 2007.

The Directors of the Company are responsible for the preparation and true and fair presentation of the financial report in accordance
with the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal controls
that are designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

AUDIT APPROACH

We conducted an independent audit of the financial report in order to express an opinion on it to the members of the Company. Our
audit was conducted in accordance with Australian Auditing Standards in order to provide reasonable assurance as to whether the
financial report is free of material misstatement and the remuneration disclosures in the Directors’ report comply with AASB 124. The
nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent limitations of
internal control, and the availability of persuasive rather than conclusive evidence. Therefore an audit cannot guarantee that all material
misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly in accordance with the
Corporations Act 2001, Australian Accounting Standards and other mandatory professional reporting requirements in Australia, a
view which is consistent with our understanding of the Company's and the consolidated entity's financial position, and of their
performance as represented by the results of their operations and cash flows and whether the remuneration disclosures in the
Directors’ report comply with AASB 124. .

We formed our opinion on the basis of these procedures, which included:
. examining on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

Whilst we considered the effectiveness of management's internal controls over financial reporting when determining the nature and
extent of our procedures, our audit was not designed to provide assurance on internal controls.
INDEPENDENCE

We are independent of the Company, and have met the independence requirements of Australian professional ethical requirements
and the Corporations Act 2001.
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Independent Audit Report

To the Members of Northern Star Resources Ltd ACN 092 832 892

AUDIT OPINION
1 In our opinion, the financial report of Northern Star Resources Ltd is in accordance with:
a) the Corporations Act 2001, including:

(i) giving a true and fair view of the Company’s financial position as at 30 June 2007 and its performance for the year
ended on that date; and

(i) complying with Accounting Standards and the Corporations Regulations 2001; and
b) other mandatory professional reporting requirements.

2 the remuneration disclosures in the Directors’ report comply with AASB 124

Rothsay

Frank Vrachas

Partner

Dated 27 September 2007

The liability of Rothsay Chartered Accountants is limited by the Accountants Scheme, approved
under the Professional Standards Act 1994 (NSW).
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Corporate Governance Statement

INTRODUCTION

Northern Star Resources Ltd ("Company") has adopted systems of control and accountability as the basis for the administration of
corporate governance. Some of these policies and procedures are summarised below.

The following additional information about the Company's corporate governance practices is set out on the Company's website at
www.nsrltd.com:

o Corporate Governance Disclosures and explanations;

o Statement of Board and Management Functions (Board Charter);

. Nomination Committee Charter;

o Policy and Procedure for Selection and Appointment of New Directors;
o Summary of Code of Conduct for Company Executives;

o Summary of Policy for Trading in Company Securities;

. Audit Committee Charter;

U Procedure for Selection, Appointment and Rotation of External Auditor;

o Summary of Compliance Procedures for ASX Listing Rule Disclosure;

o Shareholder Communication Strategy;

U Summary of Company's Risk Management Policy and Internal Compliance and Control System;
. Remuneration Committee Charter; and

. Corporate Code of Conduct.

COMPLIANCE WITH PRINCIPLES OF GOOD CORPORATE GOVERNANCE AND BEST PRACTICE
RECOMMENDATIONS

The Company, during the financial year ended 30 June 2007 (the Reporting Period), has continued to follow the ASX Corporate
Governance Council Principles of Good Corporate Governance and Best Practice Recommendations (ASX Principles and
Recommendations).

1.  MANAGEMENT AND OVERSIGHT

The Board has adopted a charter setting out the purpose and role of the Board, its responsibilities and powers and the way in
which the Board functions.

Formal letters of engagement setting out key terms and conditions of appointment are in place for non executive directors and
the Managing Director is employed pursuant to a service agreement which includes a formal job description.

2. BOARD STRUCTURE
During the Reporting Period the Board comprised six directors of which three were considered to be independent.

In accordance with the Constitution of the Company, all directors, other than the Managing Director, must retire from office no
later than the third annual general meeting following their last election and that one third of the directors are to retire from office
at each annual general meeting. Where eligible, a director may stand for re-election.
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Corporate Governance Statement

During the Reporting Period the directors were:

e Mr Christopher Kenneth George Rowe, independent non executive Chairman, appointed to the Board on 20 February
2003.

e Mr Charles Stuart Wilkinson, Managing Director appointed to the Board on 1 May 2002, became Director of Exploration
from 20 August 2007.

e Mr David lan Chalmers, non executive director, appointed to the Board on 12 May 2000, resigned subsequent to year end
on 3 September 2007.

e Mr Terrence William Ransted, non executive director, appointed to the Board on 12 May 2000.

e Mr Gary Mark Lethridge, independent non executive director, appointed to the Board on 14 April 2004.

e Mr Peter James Langworthy, independent non executive director, appointed to the Board on 16 June 2006.
Subsequent to the Reporting Period, Mr William James (Bill) Beament was appointed as Managing Director on 20 August 2007.
Profiles of the directors are set out in the Directors’ Report.

The Chairman, Mr Rowe, is a non executive director and is considered to be independent in accordance with the criteria for
independence (Independence Criteria) set out in the ASX Principles and Recommendations.

Mr Langworthy and Mr Lethridge are both officers of Jubilee Mines NL, a substantial shareholder of the Company. As a result
they do not satisfy paragraph 1 of the Independence Criteria. However, they each fulfil all of the other Independence Criteria.
The Board of Northern Star Resources Limited (in the absence of Mr Langworthy and Mr Lethridge) considers that both Mr
Langworthy and Mr Lethridge are capable of making decisions and taking actions which are in the best interests of the
Company and the majority of shareholders, and therefore consider each of them to be independent.

The Board notes the potential for conflict in matters where Jubilee Mines NL is involved and recognises that in such
circumstances Mr Langworthy and Mr Lethridge would declare such an interest and not participate in the decision-making

process.

If a director considers it necessary to obtain independent professional advice to properly discharge the responsibility of his office
as a director then, provided the director first obtains approval for incurring such expense from the Chairman, the Company will
pay the reasonable expenses associated with obtaining such advice.

The full Board comprises the nomination committee which operates in accordance with the nomination committee charter.
There were two meetings of the Board as the nomination committee during the Reporting Period.

RESPONSIBLE DECISION MAKING

The Board has adopted a code of conduct for directors and executives. The Board has also adopted a policy on trading in the
Company'’s securities by directors, officers and employees of the Company.

INTEGRITY OF FINANCIAL REPORTING

The Board has established a structure to independently verify and safeguard the integrity of the Company’s financial reporting
and to ensure the independence and competence of the Company’s external auditor.

The Board requires the Managing Director and the Chief Financial Officer to state in writing that the Company’s financial reports
present a true and fair view, in all material respects, of the Company’s financial condition and operational results and are in
accordance with relevant accounting standards; that this opinion is founded on a sound system of risk management and
internal compliance and control which implements the policies adopted by the Board; and that the Company’s risk
management and internal compliance and control system is operating efficiently and effectively in all material respects.
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10.

The Board has established an audit committee which operates under a formal charter. The audit committee currently and
during the Reporting Period comprises:

e Mr Gary Lethridge, an independent non executive director. Mr Lethridge, chairman of the audit committee, possesses
“financial expertise” by virtue of his qualification and practice as a chartered accountant.

e Mr Terrence Ransted, a non executive director. Mr Ransted is qualified to be a member of the audit committee by virtue
of his industry experience, of over 30 years as a geologist with experience in exploration, feasibility and operations phases.

e Mr Peter Langworthy, an independent non executive director — appointed 16 June 2006. Mr Langworthy, currently General
Manager — Exploration of Jubilee Mines NL, has over 20 years experience in the mining industry including senior technical
and management roles.

The audit committee reviews the Company’s financial reporting systems on an ongoing basis and has formalised its findings
on four occasions during the Reporting Period. All members of the committee were in attendance at each meeting except Mr
Ransted who was unable to attend one meeting.

TIMELY AND BALANCED DISCLOSURE

The Board is committed to complying with the continuous disclosure obligations of the Corporations Act 2001 and the listing
rules of Australian Stock Exchange Limited. The Board has established a policy and procedures for compliance with these
requirements.

SHAREHOLDER RIGHTS

The Board has established arrangements for communication and participation of shareholders.

The Company maintains an up to date website comprising corporate information, synopses of the Company’s projects,
periodic reports and announcements. Hard copies of publicly released documents are available from the Company on request
and, in addition to annual reporting requirements, quarterly reports are mailed to all shareholders following their release.

Shareholders are given a reasonable opportunity to ask questions of the Board at general meetings. The external auditor is invited
to such meetings to answer questions from shareholders on matters relating to the audit of the Company’s financial statements.
RISK MANAGEMENT

The Board has adopted an internal control framework and a risk management policy designed to ensure operational, legal and
financial risks are identified, assessed, addressed and monitored. As stated previously, the Managing Director and the Chief
Financial Officer are required to provide a statement that the Company’s risk management and internal compliance and control
system is operating efficiently and effectively in all material respects (see item 4 above).

ENHANCEMENT OF PERFORMANCE

During the Reporting Period informal evaluation of the Board and its members in the form of an ongoing review by the Chairman
was carried out. The full Board reviews the performance of the Managing Director on an ongoing basis.

REMUNERATION

The Board’s remuneration policy is set out in the Remuneration Report section of the Directors’ Report.

The remuneration committee comprises the full Board. During the Reporting Period the Board met twice to consider
remuneration matters. No director participated in any deliberation regarding his own remuneration or related issues, in
particular, the Managing Director was not present during deliberations in respect of his service agreement.

There are no termination or retirement benefits for non-executive directors.

STAKEHOLDER INTERESTS.

The Board has adopted a corporate code of conduct setting out the standard which the Board, management and employees
of the Company are encouraged to comply with when dealing with each other, shareholders and the broader community.
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Supplementary Information

Additional information included in accordance with Listing Rules of Australian Stock Exchange Limited

SHAREHOLDER INFORMATION

AS AT26 SEPTEMBER 2007

1. ORDINARY FULLY PAID SHARES - NST

a) Distribution of Shareholders

NUMBER OF HOLDERS

SHAREHOLDERS FULLY PAID ORDINARY SHARES
1 - 1,000 9
1,001 - 5,000 27
5,001 - 10,000 93
10,001 - 100,000 356
100,001 - over 88
573

b) There are 27 holders who hold less than a marketable parcel.

c) Voting rights are are set out in clause 7.8 of the Company’s Constitution. In summary, on a show of hands every member
present in person or by proxy, attorney or representative shall have one vote and in the event of a poll every such member shall
be entitled to on vote for each ordinary fully paid share held.

d) The substantial shareholders as shown in the company's register are:
Jubilee Investments NL 19,800,000 shares

e) Top twenty shareholders

NUMBER % ISSUED
SHAREHOLDER OF SHARES CAPITAL
Jubilee Investments NL 19,800,000 25.56
Sydney Equities Pty Limited 2,916,250 3.76
Galtrad Pty Ltd 2,250,000 2.90
Terrence William Ransted & Julianne Ransted 2,250,000 2.90
Catherine Anne Wilkinson 2,165,000 2.79
Breamlea Pty Ltd 2,000,000 2.58
Leefab Pty Ltd 2,000,000 2.58
ANZ Nominees Limited 1,798,466 2.32
Nalmor Pty Ltd 1,750,000 2.26
TC Capital Limited 1,312,500 1.69
Equity Trustees Limited 1,260,000 1.63
Mr John Michael Moore 1,181,540 1.53
Little Breton Nominees Pty Ltd 1,000,000 1.29
Mr Robert John Stephen Boyd & Mrs Patricia Boyd 875,000 1.13
Grosvenor Pirie Management Ltd 844,008 1.09
Dyspo Pty Ltd 800,000 1.03
Elderbell Holdings Pty Ltd 700,000 0.90
Mr William Henry Hernstadt 687,500 0.89
Mr Nicholas Charles Richards 663589 0.86
Mr William Challinor Clough 600,000 0.77
46,853,853 60.46
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Additional information included in accordance with Listing Rules of Australian Stock Exchange Limited

QUOTED OPTIONS
EXERCISABLE AT 20 CENTS EACH ON OR BEFORE 30 SEPTEMBER 2008 - NSTO

Distribution of option holders

NUMBER OF HOLDERS

OPTION HOLDERS QUOTED OPTIONS
1-1,000 5
1,001 - 5,000 45
5,001 - 10,000 25
10,001 - 100,000 80
100,001 - over 24
179

Top option holders

NUMBER OF % QUOTED
OPTION HOLDER OPTIONS OPTIONS
Jubilee Investments NL 3,300,000 24.36
Dr Rosemary Elizabeth Anne Green 1,000,000 7.38
Nalmor Pty Ltd 625,000 4.61
Mr Christopher Osborne Haslam 600,000 4.43
Sydney Equities Pty Limited 562,500 415
Paradigm Capital Pty Ltd 500,000 3.69
Equity Trustees Limited 420,000 3.10
Dyspo Pty Ltd 400,000 2.95
Lawrence Crowe Consulting Pty Itd 250,000 1.85
Mr Graeme Arthur Ryland 210,333 1.55
Mr Sami Ghali Tadros & Mrs Nicola Jane Tadros 200,000 1.48
Dagres Pty Ltd 200,000 1.48
Octifil Pty Ltd 195,750 1.45
Dr John Larking 190,833 1.41
Grosvenor Pirie Management Ltd 181,059 1.34
Mr Raymond Leslie Johnston & Mrs Penny Jane Johnston 167,500 1.24
Agres Pty Ltd 166,666 1.23
Winterset Investments Pty Ltd 150,000 1.1
Mrs Carol Mary Pernechele & Mr Aldo Pernechele 140,000 1.03
Terrence William Ransted & Julianne Ransted 125,000 0.92
9,584,641 70.76
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Additional information included in accordance with Listing Rules of Australian Stock Exchange Limited

UNLISTED OPTIONS

NUMBER OF NUMBER OF
CLASS OF OPTIONS OPTIONS HOLDERS
Exercisable at 20 cents each on or before 17 December 2008 5,000,000 1
Holdings of more than 20% of this class:
Biscay Resources Pty Ltd 5,000,000
Exercisable at 20 cents each on or before 30 September 2008 500,000 1
Holdings of more than 20% of this class:
Paradigm Capital Ltd 500,000
Exercisable at 30 cents each between 18 November 2005 and 31 December 2008 250,000 1
Holdings of more than 20% of this class:
Catherine Anne Wilkinson 250,000
Exercisable at 30 cents each between 1 May 2006 and 31 December 2008 250,000 1
Holdings of more than 20% of this class:
Catherine Anne Wilkinson 250,000
Exercisable at 45 cents each between 1 May 2007 and 31 December 2009 250,000 1
Holdings of more than 20% of this class:
Catherine Anne Wilkinson 250,000
Exercisable at 60 cents each between 1 May 2008 and 31 December 2010 250,000 1
Holdings of more than 20% of this class:
Catherine Anne Wilkinson 250,000
Exercisable at 20 cents each on or before 18 June 2012 100,000 1
Holdings of more than 20% of this class:
Anthony Townsend 100,000

RESTRICTED SECURITIES

Currently there are 500,000 options exercisable at 20 cents each on or before 30 September 2008 subject to voluntary escrow

for 12 months from date of issue (22 December 2006).

ON-MARKET BUY-BACK

Currently there is no on-market buy-back of the Company’s securities.
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Additional information included in accordance with Listing Rules of Australian Stock Exchange Limited

TENEMENT NUMBER REGISTERED TITLE HOLDER REGISTERED INTEREST % PROJECT NAME
E80/2576 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/2611 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/2612 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/2622 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/2623 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/3227 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/3234 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/3251 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/3305 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/3753 Northern Star Resources Ltd 100 East Kimberley Nickel
ELA80/4011 Northern Star Resources Ltd 100 East Kimberley Nickel
ELA80/4012 Northern Star Resources Ltd 100 East Kimberley Nickel
E80/2394 Northern Star Resources Ltd 100 Halls Creek
E80/2522 Northern Star Resources Ltd 100 Halls Creek
E80/2636 Northern Star Resources Ltd 100 Halls Creek

E80/2721 Northern Star Resources Ltd 100 Halls Creek
E80/2425 # Northern Star Resources Ltd 100 Wilson River
E80/2426 # Northern Star Resources Ltd 100 Wilson River
E80/2427 # Northern Star Resources Ltd 100 Wilson River
E80/3317 Northern Star Resources Ltd 100 Wilson River
E80/3396 Northern Star Resources Ltd 100 Wilson River
E80/3397 Northern Star Resources Ltd 100 Wilson River
E80/3399 Northern Star Resources Ltd 100 Wilson River
E80/3549 Northern Star Resources Ltd 100 Wilson River
E80/3550 Northern Star Resources Ltd 100 Wilson River
E80/3551 Northern Star Resources Ltd 100 Wilson River
E80/3566 Northern Star Resources Ltd 100 Wilson River
E80/3640 Northern Star Resources Ltd 100 Wilson River
ELA80/4001* Northern Star Resources Ltd 100 Wilson River
ELA80/4010™* Northern Star Resources Ltd 100 Wilson River

The Department of Industry and Resources has treated these tenements as having expired. The Company has made
application to the Minister and instituted Supreme Court proceedings challenging that decision, as well as applying for new

tenements over the same ground.
covering E80/2426-2427

covering E80/2425
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