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DIRECTORS® REPORT

The directors present their report on Marathon Resources Lid ior the hall year ended 37
Becember 2006 and the state of the affairs of the Company at that date.

In order to comply with the provisions of the Corporations Act 2001, the directors repert as follows:

Directors
Persons who have been Directors in the Company during or since the end of the half Vesr are;

Peter Williams BEc FCA
Chairman (non-executive)
Appointed 215 May 2004

John Santich

BE MEngSc PhD DipLaw MSocSc
Chief Executive officer

Appeinted 28% January 2004

Wieslaw Bogacz Msc Eng PhD Eng
Exerutive Director
Appointed 28" January 2004

Denis Wouod
Director fnon-executive)
Appointed 299 Novemhber 2008

Chen Zeng
Director (non-executive)
Appointed 27% December 2006

William Latimer LLB

Director {non-executive}
Appointed 28% January 2004
Retired 28% November 2006

Stuart Appleyard LLR
Director fnon-executive)
Appointed 28" January 2004
Retired 27% December 2006

Secretary
Stuart Appleyard LLB
Appointed 28% January 2004

Review of Operations

Directors are pleased to present their report for the half year ending 31 December 2006,

The focus of activity during the period was drilling at Mt Gee in the Paralana Mineral System.
Exploration activity also included the completion of drilling in the Gawler Craton and fisld work
the Northern and Central Flinders Ranges,

The 100% owned Paralana Mineral System of EL 3258 in the Northern Flinders Ranges of South
Australia has now been shown to comprise of ore of the largest uranium mineral systems in
Australia.

The current drilling programme has already produced satisfying results as detailed in periodic ASX
announcements and Quarterly reports.

Upgrading of the resources from inferred category to the indicated/measured category is a
precursor to definition of an ore reserve.

Drilling at the Mt Gee deposit is continuing for this purpose; Assay resulis will be released from
time to time as they are received and assessed by the Company.
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Review of Operations (con’t)

The Company commenced a scoping study to examine the potential for mining at &t Gee, The
scoping study is being carried out by Coffey Mining Pty Lid, a subsidiary of ASX Hsted Cofiey
mternational. The purpose of the study is fo define the full range of mining and processing options
available for the development of the Mt Gee deposit, and to consider all of the envirenmental and
social issues which need to be managed to enable an acceptable operation with minimal negative
impact.

Marathon is acutely aware of its environmental and social responsibilities and this part of the
scoping study is recognized as crucial and requiring attention at the carliest possibie stage of the
project.

As noted in earlier public releases, palacochannel araninm exploration over Mulga Well will he
carried out by joint venture partner UraniumSA Ltd, following its successful Hsting en the ASY on
18 October 2006, Uranium8SA will also explore MacDowell Hill and Bob Bon, ELs 3474 and 3540
respectively, for palaeochannel uranium as a joint venturer and operator,

It 1s with great pleasure that the board confirms the appointment of Mr Denis Wood and Mr Chen
Zeng representatives of the Talbot Group and Citic Australia respectively to whom the Company

made placements, in aggregate of 6,500,000 shares raising § 7,150,000 during the half vear under
review.,

The Director’s 2006 Annual report made reference to the Crosby Capital Partners Inc {Crosby] take
over bid for 100% of the issued shares of the Company. Crosby have extended the bid on a numher
of nceasions and it is now scheduled to expire on 4 May 2007. In the period under review the
Company has incurred take over defence costs of $ 394,102 as noted in the Consolidated Interim
income Statement. On 13 March 2007 Crosby filed a variation to its bid to increase the hid price to
$3.52 cash per Marathon share.

Auditor’s independence

The auditors independence declaration is included on page & of the half year financial repert.

Proceedings

The Company has not been party to any legal proceedings during the half year. Directors are not

aware of any proceeding initiated or contemnplated against or on behalf of the Company during the
period.

FPeter Williams
Director

John Santich
Director

o€ ﬁl-{grpg

Dated thz'si‘ day of 2007




DIRECTORS® DECLARATION

The Directors declare that:
In the opinion of the directors of the company:

I The financial staterments and notes, as set out on pages 9 1o 30, are in accordance with the
Corporations Act 2001 including:

{a) Complying with Accounting Standard AASB 134 Interim Financial Reporiing and
the Corporations Regulations 2001; and

el Giving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and of {is performance, as represented by the resuits of its
operations and cash flows for the half-year ended on that date,

2. There are reasonable grounds to believe that the company will be able to pay its debts as
and when they become due and payable.

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

= Y

MW

Peter Willioms
Director

John Santich
Director

Dated in Adelaide, South Australia this
\C*@dday of Al b@ 2007




Chartared Acceuntants and Business Advisers
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AUDITOR’S INDEPENDENCE DECLARATION

Grant Thornion &

TO THE DIRECTORS OF MARATHON RESOURCES LIMITED & CONTROLLED

ENTITY

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the review of Marathon Resources Limited for the half-year endad 31 December
2006, | declare that, to the best of my knowledge and belief, there have been:

{a)  no contraventions of the auditor independence requirerments of the Cerporations Act

2001 in relation to the audit; and

(b} no contraventions of any applicable code of professional conduct in relation to the audit

GRANT THORNTON
South Australian Partnership

Chartered Ac/ mants

4,—5(‘-\._\\\
P S PATERSON
Partner

Signed at U(7, e dC this 48 day of

Grant thotnton Seuth Austealian Partsarshio ABN 27 244 908 724

A independenl South Auskrabian parinershis entilad to frade ueder e iernationa! nama Grant Fhorston.
Brant Thoenton is & trademark bemed Ly Grant Thomtes tlermational and used usdsr lcence iy inedeprdent firms and antites franghout the Ok ARtz cathan Resousces Limiisd A | Deo 0f.don
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Grant Thornton &

Chartsred Ancetntants and Businass Advisers

INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF MARATHON RESCURCES LIMITED & CONTROLLED ENTITY

Scape
Report on the financial report

We have reviewed the accompanying interim financial report of Marathor Resources
Limited and Confrolied Entity, which comprises the consoiidated interim balance shest as at
31 December 2008, and the income statement, statement of changes in equily and cash
fiow statement for the half-year ended on that date, a statemant of sccouniing policles,
other selected explanatory notes and the directors’ declaration,

Directors' responsibility for the Financial Report

The directors' of the company are responsible for the preparation and fair presentation of
the interim financial report in accordance with Austrafian Accounting Standard AASE 134
Interim Financial Reporting and the Corporations Acf 2001. This respensibility includes
designing, implementing and maintaining internal controf relevant fo the preparation and fair
presentation of the interim financial report that is free from material misstetemsnt, whather
due to fraud or ewor; selecting and applying appropriate accounting policies; and making
agcounting estimates that are reasonable in the circumstances.,

Auditors’ responsibility

Our responsibility is to express an opinion on the interim financiat report based on our
review. We conducted our review in accordance with Auditing Standard on Review
Engagements ASRE 2410 Review of an Intsrim Finanicial Report Performed by the
Independent Audifor of the Entity, in order to state whether, on the basis of the procedures
described, anything has come 1o our attention that causes us to balisve that the inlerim
financial report in not presented fairly, in all material respects, in accordance with the
Australian Accounting Standard AASB 134 inferim Financial Reporting and the
Corporations Act 2001. As auditor of Marathon Resources Limited, ASRE 2410 FEOLHres
that we comply with the ethical requirements relevant to the audit of the annual financisl
report,

A review of an interim financial report consists of making enquiries, primarily of PErSONS
responsible for financial and accounting matters, ang applying analyiical and other review
procedures. A raview is substantially [ess in scope than an audit conducted in accordance
with Australian Auditing Standards and consequently does not enable us to oblain
assurance that we would become aware of alf significant matters that might be identified In
an audit. Accordingly, we do not express an audit apinion.

independence

kn conducting our review, we have complied with the independence requirements of

Australian professional ethical pronouncements and the Corporations Act 2001.
Leyet 1
87 Creenhill Road
Wayville BA 5034
GPO Box 1270
Adetaide 5A 5003
DX 275 Adelaide
T {08) 8372 G666
F3 83726647
£ infodgisa.com.au
W grantthoraton,com.au

Grant Thornton South Auctraan Parlnership ABN 27 244 906 724

An indapendard South: Austeatan partnership ertited to trate under the ntorpetisaz] name Geant Thomkon.




Grant Thornton &

Conclusion
Based on our review, which is not an audit, we have not become aware of any matier that
makes us belleve that the interim financial report of Marathon Resources Limited is notin
accordance with the Corporations Act 2007, including:
i giving a true and fair view of the company’s and consolidated sniity’s
financial position as at 31 December 2008 and of its performance for the
half-year ended on that date; and

it complying with Ausiralian Accounting Standard AASE 134 ferim Financial
Reporting and the Corporations Regulations 2001, and

ifi. other mandatory professional reporting reguiremenis i Australia.

GRANT THORNTON
South Australian Partnership

Chartered /o ntants

\J

P 8 PATERSON
Partner

Signed at /L/wa‘/ < this /5 dayof ATen 2007

FliapSdarathon RBesources Limfled Dec DB dne




CONSOLIDATED INTERIM INCOME STATEMENT
FOR THE HALF YEAR ENDED 315T DECEMBER 2006

Consolidated Entity
31 Pecember 31 December
Notes 2006 2005
b3 $
Revenue 3 977,247 G0, 712
Depreciation {27,067 {13,534
Exploration Expenses - Current {33,474 {17,38%
- Previously Capitalised {69.503) -
Employee Benelit Expenses {228,250 [255,515]
Occupancy Expenses {25,003) {23,061}
Share based payment expenses 1,574,530} {52,000
Consulting expense {187,713} {46,877}
Travel expense {(78,466] £73,440)
ASX listing and registry expenses £70,075) (34,558}
Corporate administration 3 {242,153) (144,833)
Take over defence costs {394,102 -
Profit {Logs)
before income tax expense {1,984,08% {570,503
Income Tax 3a {18,000 -
Profit {loss)
after income {ax expense (1,972,089 {570,502
Net Profit (Loss) attributable to the
members of Marathon Resources Lid {1,972,089) (570,502
Earnings per share
Basic {cents per share) .03 (1.5}
Biluted {cents per share) 4.5} {1.5}

The Income Statement is to be read in conjunction with the condensed notes to the
Consolidated Interim Financial reports set out on ages 13 to 30




CONSOLIDATED INTERIM BALANCE SHEET
AS AT 315t DECEMRBER 2006

Consoliduted Entity
31 December 36 June
Notes 2006 2008
b3 by

CURRENT ASSETS
Cash at Bank 13a 8,574,136 4,200,484
Trade and Other Receivables 4 534,007 36,047
Other Current Assets 4a 27@,0@ -
Total Current Assets £,898,143 4,236,531
NON-CURRENT ASSETS
Property, Plant & Equipment 5 182,485 184,989
Financial Assets 6 1,430,065
Exploration & Evaluation costs 7 3,6’?@,634 2,221,703
Total Non-Current Assets 5,285 188 2,406,600
TOTAL ASBSETS 14,183,331 6,643,223
CURRENT LIABILITIES
Trade and Other Payables 2 565,564 307,801
Short Term Provisions 14 23,124 15,277
Total Current Liabilities 588,688 323,078
NET ASSETS 13,384,643 6,320,145
EQUITY
issued Capital 9 15,450,585 8,344,585
Reserves Oa 2,207 987 7,400
Retained Losses 10 (4,073,929} (2,101,840
TOTAL EQUITY 13,584 643 6,320,145

The Balance Sheet is to be read in conjunction with the condensed notes to the Consolidated
Interim Financial reports set out on pages 13 to 30
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CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR 318" DECEMRBER 2006

Share Financial
Issucd Retained e Asset g
Notes Capital Losses g ption Revaiuat'n Total
cserve
Regerve
Balance at 0170772008 4,832 684 (647,573} 4,185,111
A-TFRS Adjustment 11,618 (11,618} -
Shares Issued 5,000 5000
Option Issues 52,000 52,000
Loss attributable to
members of parent
Company {(575,502) IR70,502
Balance at 31/12/2005 4,849,302 {1,22G.693) 52,000 3,871,600
Balance at 01 /07 /2006 8,344,585 2,101,840 77,400 6,320,145
Share .Esgmes net of 7.116.000 7.116.000
transaction costs
Option issues/exercised 9a 1,574,530 1,574,530
Fmanczeii asseks 555.057 556,057
revaluation
Loss attributable to
members of parent
Company (1,972,08% (1,972,080
Balance at 3171272006 15,460,585 {4,073,929] 1,651,930 558,087 13,594 643

The Statement of Changes in Equity is to be read in conjunction with the condensed notes o
the Consolidated Interim Financial reports set out on pages 13 10 30
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CONSBOLIDATED INTERIM CASH FLOW STATEMENT

AS AT 315" DECEMBER 2006

Consolidated Eniity
31 December 31 December
Notes 2006 2005

Cash flows from operating activities

Interest and Sundry Income Received 103,235 9,712
Payments to suppliers & employees {1,282,586} {570,423
Net cash provided by (used in)

operating activities 13(b) {1,179,351} {479,711
Cash flows from investing activities

Purchase of plant & equipment > £24,563) (25,507
Payment for exploration activities (1,520,434} {687 .325)
Payment for investment option - [30,868]

Net cash provided by (used in} investing activities

Cash flows from financing activities
Froceeds from issue of shares 2]

Payment of expenses of the issue
of shares

Net cash provided by {used in)
financing activities

Net [decrease) / increase in cash held

Cash at the beginning of the half year
Cash at the end of the half year 13{a)

(1,544,997} (743,701

7,158,000 5,000
{60,000 .
7,098,000 5,060
4,373,652 (1,218,419}
4,200,484 3,828,512

8,874,136 2,610,160

The Cash Flow Statement is to be read in conjunction with the condensed notes to the
Consolidated Interim Financial reports set out on pages 13 to 30
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 1 -~ SUMMARY OF ACCOUNTING POLICIES
Reporting entity

Marathon Resources Limited fihie “Company®} is a company doriciled in Anstralia. The consolidated interim
financial report of the Company as at and for the six months ended 31 Deecenber 2006 comprises the
Company and its subsidiaries (together referred to as the "consclidated entity”}.

The consolidated annual financial report of the consolidated entity as at and for the year ended 30 June 2006
is available upon request from the Company’s registered office at 10 George Street, Stepney SA.

Statement of complance

The consolidated interim financial reportis a general purpose financial report which has been prepared in
accordance with AASB 134: Interim Financial Reporting and the Corporvations Act 3001.

The consolidated interim [inancial report does ot include all of the information required for a full annnal
financial report, and should be read in conjunction with the consolidated anmual financial report as ar and for
the year ended 30 June 2005,

Accounting policies

The accounting policies applied by the consolidated entity in this consolidated interim financial report are the
same as those applied by the consolidated entity i its consolidated financial report as at and for the vear
ended 30% . June 2006,

a] Principles of Consclidation

A controlled entity is any entity of which Marathon Resources Limiied has the power io contral the
financial and operating policies so as to obtain benefits from its actvities.

The controlled entities are disclosed in Note 17 to the financial statements, All controlied entities have a
June financial year-end.

All inter-company balances and transactions hetween entities in the consolidated entity, inclading any
unrealised profits or losses, have been eliminated on consclidation. Consistent accounting principles are
smployed in the preparation and presentation of the consolidated financial statements.




NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES {con’t}

b} Income Tax

¢}

Crurrent tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. It is calevlated using the tax rates that have been enacted or are
substantially enacted by the balance sheet date.

Deferred tax

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financiz]
statements, No deferred

income tax will be recognised from the initial recognition of an asset or Hability, excluding & business
combination, where there is no effect on accou nting or taxable profit or loss,

Delerred tax is calculated al the tax rates that are expecied to apply w the perfod when the sssetf is
realised or lability is settled. Deferred tax is eredited in the income statement except where it relates to
iterns that may be credited directly to cquity, in which casge the deferred tax is adjusted directly against
equily.

Deferred income tax assets are recognised fo the extent thart it is probable that future tax profits will be
available against which deductible temaporary differences can be utilized.

The amount of benefits brought to account or which iy be realised in the future is based on the
assumption that no adverse change will accur in income taxation legislation and the anticipation tha! the
seanomic entity will derive sufficient future assessable income to enabie the benefit to Lz realised and
comply with the condition of deductibility imposed by the law.

Tax consolidation

The Comparny and its wholly-owned Australian resident entity are part of a tax-consolidated group under
Australian taxation law, Marathon Resources Limited is the head znlity ks the tax-consolidated group.
Tax expense/income, deferred tax Habilities and deferred fax assets arising from temporary differences of
the tax-consolidated group are recognised in the separate financial statements of the members of the tax.
consolidated group. Current tax liabilities and assets and deferred tax assets arising from unused tax
losses and tax credits of the members of the tax-consclidaied group are recognised by the Company [as
head entity in the tax- consolidated group).

Tax expense/income, deferred tax Habilities and deferred tax aseets arising from temporary dHferences of
the members of the tax consolidated group are recognised in the separate financial statements of the
members of the tax consclidated group using the separate tax payver within the group approach,

Property, Plant and Equipment
Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation and impairment losses. '

Flant and equipment
Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed annually to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected
net cash flows that will be received from the asset’s employment and subsequent disposal. The expected
net cash flows have been discounted to their present vatues in determining recoverable smounts.

Asscts acquired are recorded at the cost of acquisition being the purchase consideration determined as at
the date of acquisition plus costs incidental to the acquisition.

Subsequent costs are inctuded in the asset’s Carrying amount or recognised as a separaie asset, s
appropriate, only when it {s probable that future economic benefits associated with the item will flow 1o
the group and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the income statement during the financial period inn which they are incurred,

i4




NOTES 7O THE FINANCIAL STATEMERTS

NOTE 1 - BUMMARY OF ACCOUNTING POLICIES {con't]

4}

e

Bepreciation

The depreciable amount of all fixed assets is calenlated on a straight-line basis over the useful fe of
those assets to the consolidated entity commencing from the time the asset is held ready for use,

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

Class of Fixed Asset Deprecigtion Rate
Plant and equipment 5-33%

Office equipment 10-20%

Motor vehicles 15%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date,

An asset's carrying amount is written down immediately to its recoverable amount i the asset’s carrying
amount is greater than its estimated recoverable amount,

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These
gains and losses are included in the income statement.

Exploration and Evaluation Expenditure

Exploration, evaluation and development expenditure incurred is accumulated in respect of gach
identifinble area of interest. These costs are only carried forward to the extent that they are expected o be
recouped through the successful development of the area or where aclivities in the area have not yat
reached u stage that permits reasonable assessment of the existence of econornically resoverable reserves.,

Aceumulated costs in relation to an abandoned area are wriiten off in fill against profit in the vear in
which the decision to abandon the area is made,

Where a decision is made to proceed with development the acoummulated costs for the relevant area of
interest will be amortised over the life of the area according to the rate of depletion of the economically
recoverable reserves.,

A regular review is undertaken of each area of interest to determine the appropriatensss of continuing to
carry {orward costs in relation to that area of interest,

Financial Instruments
Recognition
Financial instruments are initially measured st cost on trade date, which includes fransaction costs,

when the related contractual rights or obligations exist. Subsequent to initial recognition these
instruments are measured as set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are stated at amortised cost using the effective interest rafe method.

Held-to-maturity investments

These investments have fixed matarities and it is the group’s intention to hold these investments to
maturity, Any held-to-maturity investments held by the group are stated at amortised cost using the
eflective interest rate method.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES fcon’t)

e)

gl

kj

k)

Financial Instruments (con’t)

Available-for-sale financial assets

Available-for-sale financial assets include any financial assets not included in the above categories.,
Available-for-sale financial assets are reflected af fair value. Unrealised gaing and losses arising from
changes in fair value are taken directly to equity.

Financial llabilities
Nen-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal
payments and amortisation.

Impairment of Assets

At each reporting date, the group reviews the carrying values of its assets to determine whether there Is
any indication that those assets have been impaired. If such an indication exists, the recoverable amonnt
of the asset, being the higher of the asset’s fair value less costs to sell and value in use, s compared o
the asset’s carrying value. Any excess of the asset's carrying value over its recoverable amount s
expensed to the income statement.

Interestis in Joint Ventures

The economic entity’s share of the asscts, habilities, revenue and expenses of joint venture eperations are
included in the appropriate items of the consolidated financial statements, Details of the sconomic entity's
interest are shown st Note 1.

The economic entity’s interests in joint venture entities are brought to accournt using the eguity method of
accounling in the consolidated financial statements, The parent entiy’s interest in joint veniiire entities
are brought to account using the cost method,

Employvee Benefits

Provision is made for the Company’s Hability for emplovee benefits arising from services rendered by
emplovees to balance date. Employee benefits that are expected to be settled within one year have been
measured at the amounts expected to be paid when the Hability is settled, plus related on-costs,
fimployee benefits payable later than one vear have been measured at the present valne of the sstimated
future cash cutflows to be made for those benefits.

Provisions

Provisions are recognised when the group has a legal or constructive obligation, as a resuli of past events,
for which it is probable that an outflow of economic benefits will result and that sutfiow can he reliably
measured,

Cash and Cash Equivalents

Cash and cash equivalents inchude cash on hand, deposits held at call with banks, other shori-term
highly liguid investments with original maturities of three manths or less, and banlk overdrafts. Bank
overdrafts are shown within short-term barrowings in current kabilities on the balance sheet whers
applicable,

Revenne
Interest revenuc is recognised on an accrital basis.

16




NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES {con’t]

1

nj

Good and Serxvices Tax (GST)

Revenues, expenses and assels are recognised net of the amount of GST, except where the amount of G5T
incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised
as part of the cost of acquisition of the asset or as part of an item of the expense, Receivables and
payables in the balance sheet are shown inclusive of GST

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of
investing and financial activities, which are disclosed as operating cash flows.

Comparative Figures

Unless otherwise required by an accounting standard comparative information is disclosed in respect of
the previous corresponding period, including for narrative and descriptive information. To the extent that
items are amended or reclassified comparative amounts are also amended or reclassificd. Prior period
errors are retrospectively corrected in the next financial report following discovery,

Share Based Payments

The Company issues shares and options from time to time for ne consideration. Equity-settled share
based payments issued after 1% January 2005 are measured at fair value at the date of grant. Fair value
is determined by the use of & binomial model. The fair value is fully expensed on a straight Hne basis by
the date of vesting,

NOTE 2 ~ COMPARATIVES AND NOTES

The half year financial report does not include all notes of the type normally included in an annusl
financial report and should be read in conjunciion with the most recent annual financial renort.

NOTE 3 - REVENUE AND EXPENSE FROM OPERATIONS AND OPERATING ACTIVITIES

Consolidated Briiiy
31 December 371 December
2006 2005
Notes b &

Consideration for entering Joint Venture 6 874,012 -
Interast 103,235 G712
Corporate cxpenses include:
Administration Accounting and Auditing 20,175 18,881
Computer costs 4,262 33,055
Insurance 28,829 16,680
Communication costs 14,346 13,558
Printing, office supplics 22,932 18,784
Public relations 56,782 -
Legal fees 280588 -

e
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 3a ~ INCOME TAX

{a] Imcome tax recognised in profit or
loss

Current fax expense/{income)

Total tax cxpense/{income)

The prima facie income tax expense on pre-tax accounting
profit/ {loss) from operations reconciles to the income tax
expense in the financial statements as follows;

Profit/(loss) from continuing operations

Income tex expense/(income} calculated at 30%
Non-deductible expenses

Non recognised temporary differences

Movement in recognised tax assets and liabilitics

(Over}/under provision of incame tax in previous years

Consolidated Entily
31 December 31 December
2008 2005
£z b
18,000 -
18,000 .
{1,954,08%) {570,503}

{586,227} {171,150
474 B37 16,075
(1,068 (1,068}
(334,743) {215,728
18,000 -

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian
corporate entities an taxable profits under Australian tax law, There has heen no change in the corporate

tax rate when compared with the previous reporting period.




NOTES TO THE FINANCIAL STATEMENTS

NOTE 3a - INCOME TAX (con’)

Assets Liabilities Nat
2006 2005 2046 2008 200 2065
& % $ 3 & $
{b} Recognised tax assets

and labilities
Deferred tax assets and
liabilities are
atlributabie to the
following:

Consolidated
Bhare issue expenses 144,776 111,200 - - 184,775 111,200
Fakeover delence costs 106,407 - - - 106,407 -
Exploration and
evaluation expenditure - - 1,089,062 318,109 (1,089,002 319.10%

e £ h -

Trade and other 5,608 8,331 : - 5,698 8,331
payables
Employee benefits 6,937 10,588 - - £,937 10,588

263,818 130,119 1,089,092 319,109 {825 274} {188 950y

Less temporary
differences not
recognisaed 5,802 9,837 - - 5,802 &, 837

257,916 120,282 1,089,002 319,100 838,176 188,827

Tax value of losses
carried forward _EBO7.70GS 731,016 - - 1,807,765 31,016

Tax (assets/Habilities) 2,065,681 851,298 1,089,000 319,109 O76,085 532,189
Set off of tax losses 2,065,681 851,298 (10890927 {319, 109} {976,589 {532 1849}

Net tax
{assets/liabilities)




NOTES TO THE FINANCIAL STATEMERNTS
NOTE 3a - INCOME TAX {con’t)

Unrecognised deferred tax assets:
Deferred tax assets have not been recognised in respect of the foliowmg #ems:

Cansolidated
2006 RS
% %
Tax losses - revenie T45.613 113,264
- capital 85,563 85,5063
Temporary differences 5,902 9,837

Deferred tax asscts have not been recognised in respect of these items because it is not probable that future
taxable profit will be available against which the consolidated entity can utilise the henefits from them.

Balance Recognised in Balance
1 Jutl Income Benits 21 Dec
2006 ' qH 2006
3 F B %
{c)] Movement in temporary differences
during {he year
Deferred tax assets and liahilities are
attributable to the following:
Consohidated
Share issue expenses 151,484 . (6,708 144,776
Tekeover defence costs - 106,407 - 106,407
Exploration and evaliation expenditure (651,870) {437 207} . {1,086 092)
Trade and other payables 5,103 Ho5 - 5,698
Employee benefits 4,583 2,354 - §,937
(490,700} {327 865} {6,708 (823,274
Less temporary differences not
recognised 7870 {1,968 - 5,802
498,570 {325,898 6,708 B31,175
Tax value of logses carried forward 1,340,864 456,901 - 1,807 7565
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 3a - INCOME TAX (con’t)

Balance Hecognised in Balance
1.Jul Income Equity 31 Bec 2005
2005
$ $ $ &
{¢] Movement in temporary differences
during the year {con’t)
Deferred tax assets and lahilities are
aftributable to the following:
Consolidated
Share issue expenses 127,086 - {15,885} 111,200
Exploration and evaluation expenditure (113,597) {205,512} - {319,108
Trade and other payabies 3,464 2,867 - 8,331
Employee benefits 7,788 2,803 - 10,588
26,738 {199,840 {13,586} {188,590}
Less temporary differences not
recognised 11,805 1,968 - g 527
14,933 {197 874} {15 8868 (198,827
Tax value of losses carried forward 358,242 372774 - 731,016
NOTE 4~ TRADE AND OTHER RECEIVARBLES
Consolidated Entity
3t Becember 30 fune
200 2006
& $
GET Recoverable 50,850 35,122
(Other delbtors 3,048 925
54,007 36,047
NOTE 4a - OTHER CURRENT ASSETS
Consolidated Entity
31 Devember 30 June
2006 2006
& %
Drifling expenses advance
to contractor 270,000 -
276,000 -
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NOTES TC THE FINANCIAL STATEMENTS

NOTE 5 ~ PROPERTY, PLANT AND EQUIPMENT

Consolidated Entity
51 December 30 June
2006 2006
& £
Plant and equipment, office equipment
and vehicles at cost 252610 238,047
Less Accumulated Depreciation {70,125} {43,058}
Total Plant and Equipment 182,485 184,989
Movernent
Balance at 1 July 2006 184,989 121 543
Additions 24,563 101,842
Disposals - -
Depreciation (27,0687} {38,396}
Carrying amount at 315t December 2006 184,485 184 689
NOTE 6 - FINANCIAL ASSETS
Cornsolidated Entity
31 Decpraber 30 June
2066 20085
Notes ¥ 3
Shares in UraniumSA Lid 3, Ga 1.434,06% -
UraniumSA Ltd allotted 4,370,061
ordinary shares at an issue price
of 20 cents each fully paid on listing
on 18t Getober 2006,
Shares are subject to ASX Escrow
conditions for 2 years from listing
UraniumSA Lid
The company has 4,370,061 escrowed ordinary shares®
Issue dafe 1871072008
Escrow period 18/10/20608
At Balance Date 3171272006
Days remaining in escrow 637 days
ABX market value per share at 318 December 2006  $ 0.44
Total value $ 1,960,977
T 5%
Discounted valuation is between $ 1,683,007 $ 1,741,146

As the shares are subject to the escrow period a marketability discount approximating the
~ volaiility factor should be applied (19.72%}. As a consequence the fair value of the shares
would be in the range of: $ 1,405,786 § 1,454,351

Mid  $ 1,430,069
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 7- EXPLORATION AND EVALUATION COSTS

Consvliduted Entify

31 December 30 June
2006 20086
& ¥
Exploration and Evaluation Costs 3,894,507 2,443,576
Less Provision for Impairment (221,873 {221 873}
Total Exploration and evaluation Coste 2,670,634 2E21,703
Movement
Balance at 1 July 2006 2,221,703 406,654
Exploration and evaluation Additions 1,520,434 2,036,922
Exploration and evatuation Expensed {69,503) -
Impairment - {221,873
Closing balance 3,672,634 2,221 703

The ultimate recoupment of costs carried forward is dependant upon the successful development and for
commercial exploitation or alternatively, sale of respective area of interest. For details of the Cempany’s
interests in Joint Ventures, refer to Note 11,

NOTE 8 - PAYABLES

Consolidated Entity
31 December 30 June

2006 2008
b3 ¥
Trade Payables 490,688 239,870
Other payables 53,284 46,722
Accrued commitments 21,6582 21,209
565,564 307801
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NOTE 9 - ISSUED CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

Consolidated Entity
31 December 30 June
2006 2006
& £

Fully paid ordinary shares

15,460,585

344 583

Hully paid ordinary shares entitle the holders to participaie in dividends and
of the company in proportion to the number of shares held. On a show of h

the proceeds on winding up
ands every holder of fully paid

ordinary shares present at a meeting in person or by proxy is entitled te one vote and upon a poli sach

share is entitled to ane vate.

Movements in ordinary share capital

31 December 36 June
2006 2005
Wumber 3 Numbaer &
Balance at beginning of period 43,345,395 #.344 585 37,810,305 4 832,684
lssued at 20 cents {22/12/05) 25,000 3,00y
Iasued at 66 cents (21/03/06) 5,500,000 3,630,000
lesued at 20 cents {05704 106) 5,000 1,600
Issued at 20 cents (09/05/06) 5,000 1,000
issued at 20 cents {07/12/06)
Exercise of options 40,000 8,000
Issued at 110 cents £29/11/06)
Placement 3,250,000 3,375,060
Issued at 110 cents (22/172/086)
Macement 3,250 0040 3,575,000
49,885,395 15,502,585 43,345,365 2,463 684
Less share issue and capital raising - 472 000} - (125,009
expenses (net of tax)
Balance at period end 49,685,395 15,460,583 43,345,395 8,344 587
Options

Half Year 31 December 2006

30 Jun 31 Dec  Exercise  Expiry

2006 Granted Bxercised  Expired 2006 Prire Dinte

1 Options Issued for
consideration 5,465,000 - B - 3,465,008 20 cents SHTEE TR
2 Options 1ssued
pursuani to emplovee
share option plan for
no consideration
Granted 31 Dee 2005 200,000 40,000 166,000 20 conts 3G/05710
The exerciaed options were exercised on 07 F12/06
Granied 31 Mar 2006 160,000 160,000G 43 pents 0706710
Granicd 16 Nov 2006 - 3,060,000 3,000,000 118 cenda 30/05/11

Optiens granted o executive directors Tollowin 4
approval of sharcholders at 2006 AGM
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NOTE 9a - RESERVES

NOTES TO THE FINANCIAL STATEMENTS

Conselidated Entity
31 Decembar 30 June
2006 20048
3 &
Share Option
b July 2006 TT,400 -
Add share based payment expense
On grant of 360,000 options to staff - 7700
On grant of 3,000,000 options to executive directors 1,580,930 -
Fair value of options granted
The assessed fair value at grant date of options
granted during the half-vear ended 31% December
2006 was 53 cents per option. The fair value at
grant date is in dependently determined using
Black-Scholes options pricing medal that takes
into account the exercise price, the term of the
option, the impact of dilution, the share price at
grant date and the expected price volatility of the
underlying share and the risk fee interest rate from
the term of the option.
The model inputs for options granted during the
half-year ended 31st December 2006 include:
a}] options granted for no consideration have a
fozr vear and seven month iife.
b] exercise price: $ 1.18
¢) grant date: 16th November 2006
d}  expiry date: 30% June 2011
e} share price at grant dave: $ 1,18
) expected price volatility of the company’s shares: 40%
gi  risk free interest rate: 5.6%
The expected price volatility is based on the historic
volarility (based on the remaining life of the options)
adjusted for any expected changes to future volatility
due to publicly available information.
On exercise of 40,000 options {6,4004 -
Balance 31¢ December 2006 1,651,530 7T AC0
Financlal Asset Revahiation
1 July 2006
Shares allotted by listed
company UranfumS3A Ltd af issue price (cost] 874,012
Increment on revaluation of shares
to fair value at balance date 586,057

31% December 2006

1,430,069




NOTES TO THE FINANCIAL STATEMENTS

NOTE 10 ~ ACCUMULATED LOSSES

Consolidated Tntity
31 December 38 June
2006 2006
¥ &3
Opening balance {2,101,840) 647,573
Net loss {1,972,080) {1,454 267
Accumulated losses at 315t December 2006 4,073,929 £2,101,840;

NOTE 11 - Tenements and Joint Ventares

The Company’s interests In tenements and unincorporated joint venture operations at the date of this

report are as lollows:

Project, Tenement Commuodity Consolidated Entity
31 December 36 June
2006 20086
5 %

100% Interest
South Australia
Finda Springs EL 3159 Base Metals, Copper, Gold &0 47C 46,538
Mongalata EL 3164 Gold, Copper 231,786 48,585
Mt Gee EL 3258 Uranium, Rare earths 2,564,374 1,746,471
Talaringa EL 3497  Uranium, Copper, Gold 1,965 1,67
Paragon Bore EL 3562 Uranium, Copper, Gold 13,181 1,700
Myponga EL 3582  Uranium, Copper, Gold - 2,599
Joint Yentures
South Australia
Miulga Well EL 3211 OCG, Copper, Gold, Uranium 78,715 50,952
Mabel Creck Il 3324 ICCG, Capper, Gold, Uranhim 111,034 21,780
Woorong Creele EL 34858 I0Cg, Copper, Gold, Uranium 435,972 &7 546
MacDoweli Hill EL 3474 Uranium, Copper, Gold - 3.026
Bon Bon EL 3540  Uranium, Copper, Goid - 2,885
Coondambo EL 3593 IGCG, Copper, Gold, Uranium 211,852 200,720
Victoria
Kalymna EL 45326 Gold 88,257 85,119
Glenlyle EL 4621 Gold, Copper 73,552 73183

3880177 2422773
Appiication Monies for Grants of New Tenements oR2 -
Accrued commitments 13,748 20,803
Total exploration costs 3,894,507 2,443,575
Less provided for impairment {221,873) £221 873
Carrying value of exploration costs Per Note 7 3,672,634 2,821,703

26




NOTES TO THE FINANCIAL STATEMENTS

NOTE 11 - Tenements and Joint Ventures {con’)

Interests in unincorporated joint venture operations at the date of this report were as follows:

. Principal -~ Becember December

Mame of entity activity Joint Venture Partner 2004 5005

Mabel Creels* Mineral Minotaur Exploration Led 51% 51%
exploration

Woorong Crock® Mineral Minotaur Exploration Ltd 51% 51%
exploration

Bon Bont* Mineral Uraninm SA Lid 30%, .
Exploration

MacDowell Hill'*  Mineral Uranium SA Lid 30% .
Exploration

Mulga well** Mineral Uraniium SA Ltd 30% -
Exploration

Coondambo*** Mineral Platsearch NL 50% 50%
exploration

Kalymng* Mineral PS & GF Forwood GO0% 20%
exploration

Glenlylex# Mineral PS & JA Forwood 50% S0%
exploration

The company’s interest in the unincorporated joint ventures are earned pursuant to agreements providing
for minimum exploration expenditures over defined Hme lines.

* Joint venture operations with Woorong Creek and Mabel Creele are subject to the Company spending a
tofal of $1 million on exploration of the tenements by 18t March 2007.

** The Company’s interest in these JVs is free carried. All expendiiures are to be met by the JV partner
% The Company meets all exploration costs of these JV's.

NOTE 12 - COMMITMENTS FOR EXPENDITURE AND CONTINGENT LIABILITIES

Exploration Expenditure Commitments

The Company has certain statutory obligations to perform exploration work and expend minimuam
amounts of meney on such works on mineral exploration tenements,

The terms of the current and future Jjoint ventures, grant of new licences and changes to exisring licences
will impact on the Company's expenditure commitments.

Total anraal expenditure commitments at balance date in respect of minimum expenditure reguirements
not provided for in the financial statements are approximately;

At At
21 December 3 June
2006 2008
% ES
Not longer than 1 year 1,109,000 U432, 400
Longer than 1 year and not longer than 5 years 635,000 30,008

- These are maximum commitments that will vary depending on fuiure decisions on tenement
managermnent.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 13 ~ NOTES TO THE STATEMENT OF CASH FLOWS

aj Reconciliation of cash

For the purposes of the statement of cash flows, cash includes cash on hand and in hanks and
investments in money market instruments, net of outstanding bank overdrafis. Cash at the end of the

financial year as shown in the statement of cash flows is reconciled to the related items in the sistement

of financial position as follows:

Consolidated Consofidaied
31 December 31 December
2005 2008
¥ b3

Cash on hand 300 500
Cash at call 97,832 164,777
Cash un short term deposit 8,475,804 2,494 223

8,574,136 2,510,100

bl Reconciliation of loss from operating activities after related income tax to net cash flows from

operating activities,

Consolidated Cansolideated
31 Dacamber 31 Decerber
2006 2005
E;' 5)‘
{Loss) from ordinary activities after income tase (1,972,089 (570,503
Non cash income:
Joint Venture fee {874,012 -
Non-cash aperating expenses:
Depreciation 27,067 13.547
Exploration costs previously capitalized 69,503 -
Leave provision FR4T 4,342
Share hased payments EXPEISES 1,8%4,530G 52008
Income tax attributable to capital
raising expenses 18,604 -
(1,149,154} {495,613
fIncrease) / Decrease in receivables (17,9604 {35,511}
(increase} / Decrease in prepayments {270,000} -
Increase / (Decrease} in suppliers and
other creditors 257,763 51,418
Net Cash provided by fused in ) operating ) )
activities (1,179,381} 479,711
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NOTES TO THE FINANCIAL STATEMENTS
NOTE — 14 - SHORT TERM PROVISIONS

Consolidated Consolidoted
31 Pecember 30 Fune
2006 20606
£ &
Number of Employees 3 2
Annual leave provision:
Balance 1 July 2006 18,277 23,851
Accrued 7,847 8,236
Paid - {18,6103
Balunce at 31 December 2006 23,124 15,277

NOTE 15 ~ SEGMENT INFORMATION

The consolidated entity operates in the mining and exploration indusiry in Australia.

NOTE 16 - MATTERS SUBSEQUENT TO END OF THE HALF YEAR

There has not been matter or circumstance unless referred to in the financial statements or notes thereto,
that has arisen since the end of the half year that had significantly affected, or may significantly affecs,
the operations of the consolidated entity, the results of those operations, or the state of affairs of the
consolidated entity in the remainder of, and future financial year{s].

NOTE 17 - CONTROLLED ENTITIES

Entities Country of Class of Interest Held
Incorporation Shares Deo 2006 Jumne 2006
Bonanza Gold Pty Litd Australia Ordinary 100% 100%

NOTE 18 ~ KEY MANAGEMENT PERSONNEL COMPENSATION

The Directors of Marathon Resources Ltd during the half year ended 31¢ December 2006 were

Name Position Appointed

Peter Williams Chalirmarn {non-executive) 2170512004

John Santich Chief Executive Officer 28012004

Wielsaw Dogacz Executive 280112004

William Latizner Nop-executive 2870172004 Retired 2971172006
Stuart Appleyard Non-executive 2801 /2004 Revired 27F/712/2008
Denis Wood Non-executive 28f1172006

Chen Zeng Non-executive 271212006

Key management personnel in the Half Year was

Stuart Appleyard Secretary

29




Director’s and Officers remuneration

December 2006

Director Fees Salary Superannuation Ontions Toial
PL Williams 25,000 2,250 27,230
J Saritich TGO 465 TOL 465
W Bogacz 740,465 TOO 465
> Wood
C Zeng
8 Appleyard 15,000 1,350 16,350
December 2005

Diirector Fees Salary Superannuation Ontions Total
PL Williams 14,583 1,337 15,920
J Santich 68,353 6,150 T4 483
W Begacz 68,333 8,150 74,483
D Wood
C Zeng
3 Applevard 13,835 o975 1L,810
Director’s and Officers interest in Shares and Options

Ordinary Shares Options
Direct Indirect Drect Indirect
Dec 06 Jun 06 Dec G5 Jun 06 Dec GG Jun 06 Dec 06 Jun 06

PL Williams 70,000 1,800,000  1.000,000
J Santich 10,000 10,000 2,080,000 2,080,000 2,000,000 500,000
W Dogacz 30,000 30,000 2,180,000 2,1 80,000 2,000.000 300,000
D Wood 136,364
C Zeng
8 Applevard 910,000 910,000 1,325,086 1,525,000

Additionally Mr Appleyard’s interest in a Service Trust entitlernent ot 31 Bece

30/06 /2006 and options 9,300 (9,300 30/06/2006)

mber was; shares nil { 23,256




