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Cear Shareholders,

On behalf of the Board of Directors | am pleased to report to you on our first full
operating year which ended on 30 June 20086.

This time last year we had just over 1000 shareholders, our share price was
$0.80 and the market capitalization $24m. One year later we have increased our
quoted shares from 32.6m to 43.43m and the price has increased to $1.15 and
the market capitalization in excess of $50m. There are nearly 1900 shareholders
on the register.

The year was a very busy one and spent $2.4m on exploration costs with the
vast majority being incurred at Mt Gee on the drilling program in the Paralana
Mineral system. The company announced updated resource estimates at Mt
Gee as well as inilial encouraging results for the smaller, higher grade
Hodgkinson deposit to the north east of Mt Gee. The next phase of the program
commences this week with a 83 drill hole program to upgrade the current
inferred resource.

The company continued with its announced regional focus and spent $700,000
on other tenements during the year. We have met our licence and joint venture
obligations and we have committed further funds for these areas in the coming
year.

As | mentioned to you last we have established a small, cohesive and
competent group of professionals and we have been able to engage the best
consuliing assistance from Australia and overseas. We have announced that we
are conducting a scoping study at Mi Gee where a primary objeclive will be the
minimization of environmental impacts and the optimisation of social benefiis at
the same time as the resources are further identified.

Following year end we received a takeover bid from Buttermere Australia Pty Lid
{"Buttermere”), an indirect wholly owned subsidiary of Crosby Capital Partners
inc, for 100% of the issued Marathon shares. Your company's directors have
unanimously advised shareholders to reject the bid as it is totally inadequate,
opportunistic and does not reflect Marathon’s achievements. The Buttermere



offer is 68 cents for each issued share in Marathon Resources Limited and your
shares have consistently traded well in excess of the offer price since the bid
was announced on 6 July 2006. Buitermere has extended its offer without any
change in the terms and conditions it applied and the bid remains open until 5
December 2006.

On 9 November 2006 the company issued a Third Supplementary Target's
Statement advising that the company had agreed to place 6.5m ordinary shares
at an issue price of $1.10 each which represents a 61.7% premium to the
Buttermere offer of 68 cents per share. The placement is subject to
shareholders ratifying at the AGM, the placement of 5.5m shares in March 2006.
Subject to that approval, the company will issue the new shares equally to
Talbot Group Holdings Pty Lid and CITIC Australia Pty Ltd. Your directors are
very confident that the issue is in the best interests of the company and will
further enhance shareholder value. Sufficient financial reserves will be available
for the advancing of the Mt Gee resources and enable us to undertake other
exploration prospects.

The uranium sector remains buoyant and the spot price for uranium has
increased by nearly $US20/Ib in the last 6 months. Further increased demand
for the commodity is expecied as uranium mine production has fallen in the last
year and significant delays appear to be certain in Canada as a result of
extensive floods at Cigar Lake. The major trading houses around the world are
aclive in attempting 1o secure long term supply arrangements and Marathon
Resources has had discussions with a number of them. The placement agreed
by the company greatly assists in this process and with the major resource of Mt
Gee being 100% owned we can anticipate keen interest in the company as our
drilling program unfolds.

Another benefit to shareholders developed during the year was the successful
joint venture with UraniumSA Lid ("USA”"), which resulied in Marathon
Resources Limited becoming a Substantial Shareholder on the listing of USA in
October 2006. Marathon Resources Limited holds 4.37m shares in USA
representing 7.13% of the issued capital of that company.

 am confident that we have made substantial and sustainable progress this year
and events since June confirm that we can deliver further improvement in
shareholder value

None of this could have been achieved with out the inspirational work of our
Executive Directors who have continued to focus on the outstanding work done
at Mt Gee. They have been very ably assisted by a very competent and diligent
staff and | thank them all on your behalf.

t fook forward to 2007 with a great deal of enthusiasm knowing that the plans we
have put in place are sound, well funded and will meet all the obligations we
must satisfy to grow Marathon Resources Limited.

P L Williams
Chairman
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FROM EXPLORATION TO RESOURCE IDENTIFICATION

Dr. W. Vic Bogacz
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MARATHON

Dr John

Chief Executive Qfficer

Company information

AGM November 2005 AGM November 2006 (subject to spproval)

«  ~ 1000 shareholders «  ~ 1000 shareholders
«  ~ $3 million cash at bank « ~$10 million cash at bank

« ~ §15 mlfion market cap .~ $50 million market cap

«  ~29.0m shares guoted
«  ~437m shares quoted

Current Project Status

»  exploration on track

»  defined resource

*»  commenced scoping

»  additional corporate expertise

*  building alliances
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Uranium market

overview
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Uranium Policy in Australia -

Favouring mining & export
A shift in Labour
uraniem policy
all in favour of uranium
An increasingly large supplier of uranium miningiexport

Seuts: Australizs
Frermier

@ Federal Government intent on increasing exports
@ Major new endguiry o promote sranium anderway
@ Major exporter of uraniumm »209% world production

@ Several existing producers

@ Some 40% of known world aramum reserves Fedaral Labour

@ Stable poditical environmment et

@ Birictly mondored production and supply

@ Bigratory to Nuclear Proliferation Treaty

@ Vicinity of expanding and emerging markets Federal Labaur
Energy Miristar
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Paralana Mineral System MINERAL GYSTEM
EL3258 location & outline
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EL 3158 lecaklon with
regpect to major deposits

Paralana Mineral Sygtem
within teremeant outine
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Paralana Mineral System
Mt Gee resource estimate
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Scoping and pre-feasibility
Mt Gee deposit

Engaged Coffey Mining Pty Etd
Scoping commenced 24 October 2006

% Ddesign capacity 1 million tpa

¢ Anticipated capex AUDIQU-200 million .
¢ Qutput arcund 1,000 t U,0, pa :
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Goology

Geotachnicak
Hydrogeotogical

Mine Planning
Infrastructure Raguiramentg
Frocass Enginearing
Markets

Fermitting

Reporting

Clazrancas

Envir } rexuir t
Water usage and discharge.
Dust SUppression

Fro-operaticnsl nolse tevels

Opeor ingj requis t:
Ground disturbancs f rehabilitation
Lo ity rejath FE T

OH &S

Financial Anzlysls
Operational Capitzl & Oparating costs
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Typicai deveiopment MINERAL SYSTEM
timetable

Dec 06 07 o8 0s 19 ii

Scoping/dritling
Fre-feasibility/drilling
Permifting

Bankable feasibifity/dritling
Detailed engineering
Infrastructure upgrade
Sife preparation

Buildings

Process facilities

Mine development
Commissioning & startup
Operation

MARATHON

RESOQURCES

Highlights

@ Exploration Licence covering system whoily owned by Marathon

@ Marathon demonstrated a coherent uranium rich mineral system

@ Mineral system inciudes specific focii forming uranium deposits

& Mt Gee alone 59 million tonnes @ 0.062% (80 million pounds) U0,
« Deposit is open to the south and east and at depth

@ Systemn mode! shows potential for expansion and further depaosits

@ Near Olympic Dam, one of the world's fargest urarfum mines

@ South Australia hosts some 40% of the world’s known uranfum

@ SBputh Australian Government i committed to uranium mining
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MINERAL SYSTEM
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