








The Board of Directors (the Board) of Marathon Resources Limited (the Company) is committed to
achieving and demonstrating the highest standard of Corporate Governance.

The Board guides the affairs of the Company on behalf of the shareholders by whom they are
elected and to whom they are accountable. The Board has responsibility for the overall Corporate
Governance of the Company including its strategic direction, establishment of goals for its
management and monitoring the achievement of these goals.

The individual Directors recognise that their primary responsibility is to the owners of the Company,
its shareholders, while simultaneously having regard for the interests of all stakeholders and the
broader community.

This statement outlines the Company’s Corporate Governance Practices in place during the
financial year. The Company'’s statement is made based on the ASX Corporate Governance
Councils Corporate Governance Principles and Recommendations with 2010 Amendments.

Although the ASX Corporate Governance Council’'s Recommendations are not mandatory, under
listing rule 4.10.3 companies are required to provide a statement in their annual report disclosing
the extent to which they have followed the recommendations in the reporting period, identifying
any principles which have not been followed with reasons for not having done so.

The revised principles and the Company’s compliance with each principle is as follows:
1. Lay solid foundations for management and oversight

The role of the Board is covered by the Corporations Act 2001, ASX listing rules and the
constitution of the Company. Its primary role is to represent shareholders and to promote and
protect the interest of the Company with a view to creating long term shareholder wealth. In
achieving these ends the Board overviews the development of strategies, the setting of objectives,
the establishment of policies to be implemented by management and assumes responsibility

for ensuring adequate systems of internal control, risk management and financial reporting. The
Board also ensures the provision of resources to senior management to achieve the Company’s
objectives and undertakes subsequent monitoring of their performance.

The Board Charter is set out on the Company’s website www.marathonresources.com.au

Pursuant to their appointment Non-Executive Directors usually have limited involvement in the day
to day management of the Company unless the circumstances of the Company requires otherwise.
The Board has appointed a Director as Chief Executive Officer, responsible for the operational and
administrative performance of the Company and the provision of relevant information and input to
the Board to enable it to discharge its responsibilities.

Senior management are subject to an Annual Performance Evaluation which is undertaken by the
Board. The reviews are internal. The use of external facilitators is not warranted as the members of
the Board have direct access to Management. The Chairman presides over the review process with
input from other Directors. . Review of senior staff performance is ongoing.
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2. Structure of the Board to add value

The majority of the Board consists of Non-Executive Directors. Those Directors holding shares in
the Company either directly or indirectly, are not considered to be substantial shareholders. No
Non-Executive Director of the Company has a material contractual relationship with the Company,
other than as a Director. No Director is or has been employed in an executive capacity or acts or
has acted as a material professional advisor, other than Dr Linley who was appointed to the role of
CEO 10th June 2009.

Corporate Governance best practice recommends the majority of the Board comprise independent
directors, with “independence” in ASX Recommendation 2.1 taken into account for this purpose.
Of the Company’s Non-Executive Directors, Mr Zeng is Managing Director of Citic Australia Pty Ltd
a substantial shareholder of the Company and may be perceived as a Non-Independent Director.
Messrs Williams and Schacht are considered independent Directors. Despite the fact that the
Board does not consist of a majority of independent Directors, the Board considers it presently has
an appropriate balance of skills, experience and independence to properly fulfil its role.

The role of the Chair is undertaken by a separate dedicated independent Director.

The Board is cognisant of the need to review the composition of the Board from time to time to
ensure an appropriate balance of skills, diversity, independence and experience relevant to the
nature and extent of company operations and its future direction at any given point of time.

The Board does not have a separate nomination committee to oversee the procedure for the
selection and appointment of new Directors.

The scope and size of the Company dictates a small independent Board. When a need arises and
where it is considered the Board would benefit from the appointment of a Director with specific
skills and experience all members of the Board participate in seeking out appropriate potential
candidates. In some instances assistance from external sources may be sought if necessary.

Directors (other than the CEO) are subject to retirement by rotation at each Annual General Meeting
with no Director (other than the CEQ) entitled to hold office without re-election past the third Annual
General Meeting since their appointment or 3 years whichever is sooner. The Board has in the

past and may regularly change members and therefore does not undertake a formal performance
evaluation of either each of the Directors or the Board as a whole.

The statutory Directors’ report contained in each Annual Report sets out relevant experience and
expertise on each Director, their period in office and status.

More detailed particulars of each Director are set out in the company’s web site at www.
marathonresources.com.au

ACCESS TO INFORMATION
Any Director has the right to seek independent professional advice in connection with their duties
and responsibilities at the Company’s expense.

Each Director has access to the Company Secretary. The Secretary is accountable to the Board
through the Chair on all governance matters. The appointment or removal of the Secretary is a
matter of decision for the Board.
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3. Promote Ethical and responsible decision-making

The Directors are aware of and subscribe to the Code of Conduct of the Australian Institute of
Company Directors. Additionally the Company has a Code of Conduct built on highest standards
of ethical behaviour. Directors and employees are expected to act with the utmost personal integ-
rity, as required by the Company’s Code of Conduct.

The Company’s Code of Conduct is set out on the Company’s website www.marathonresources.
com.au

To meet these obligations Directors and Senior Management seek to:

e Comply with all legal obligations in a timely manner and promote active compliance within the
Company.

e Adopt practices necessary to meet the reasonable expectations of all of the Company’s
stakeholders and the wider community.

Specifically Directors and senior management must:

e Use the Company’s assets appropriately and efficiently for the Company’s benefit.
e Ensure the securities market is fully informed of all matters requiring disclosure.

e Not misuse information or their position for their own personal gain.

e Avoid or fully disclose conflict of interest events or situations.

Further, Directors, management, employees, contractors and consultants must disclose to the
Board immediately any situations where there is a real or apparent conflict of interest between
them as individuals and the interest of the Company. The Board must consider and deal with the
conflict in the appropriate manner.

If required by the Constitution or law, a Director who has a conflict of interest must leave a Board
meeting but only for such a period as the Board meeting is addressing the specific matter in
relation to which the Board member has a conflict of interest.

TRADING IN COMPANY SECURITIES

The Company’s Share Trading policy sets out the circumstances in which the Company’s officers,
employees and contractors and consultants to the Company that are engaged in work for the
Company (Representative) may trade or otherwise deal in the Company’s securities.

The Share Trading Policy prohibits any trading by a Representative whilst in possession of inside
information in strict compliance with the requirements of section 1043A of the Corporations Act
2001.

The Share Trading Policy also establishes trading windows for the Representative of the Company
that have access to the Company’s financial, technical or other price sensitive information and
prescribed exceptions to trading in a precluded period.

Representatives must seek written consent from the Managing Director (or Charirman, in the case
of the Managing Director) prior to trading in the Company’s securities.
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Any acquisition or disposal of securities by Directors is reported to the ASX in compliance with the
Corporations Act and ASX listing rules.

The Company’s Share Trading Policy is set out on the Company’s website www.
marathonresources.com.au

DIVERSITY

The Company does not have a policy concerning diversity. The Board and senior management
recruit persons based on skills and experience appropriate for the role concerned and do not
discriminate based on gender, age, ethnicity or cultural background.

The Board does not set objectives for achieving gender diversity.

4. Safeguard integrity in financial reporting

Directors have established an Audit and Risk committee comprising the Board’s three Non-
Executive Directors, Messrs Williams, Zeng and Schacht.

The committee is chaired by an independent Director who is not the Chair of the Board.

The members of the Audit and Risk committee are all financially literate with Mr Williams being a
chartered accountant holding a Bachelor of Economics and Mr Zeng holding a Master’s Degree in
International finance.

The annual Statutory Directors Report details the number of meetings held and attendees.

The Audit and Risk committee charter is set out on the Company’s website www.
marathonresources.com.au

The committee’s principal responsibilities are:

e review the integrity of the Company’s financial reporting and oversee the independence of
external auditors

e liaise with external auditors on matters arising from conduct of external audits

e review compliance with laws, regulations, rules and policies that apply to the Company
e review management reporting and financial controls

e oversee company policy and procedure development

e assess and manage the Company’s risk profile

5. Make timely and balanced disclosure

The Board’s policy is to ensure strict compliance with the continuous disclosure regime to
ensure that its obligations to disclose relevant information under the ASX Listing Rules and the
Corporations Act 2001 (Cth) are met.
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Board processes are structured to ensure all information particularly any that may be considered
price sensitive is released in a timely manner, is factual and does not omit material information.

Company announcements to the ASX are simultaneously posted on the Company’s website.

The Company uses external geological services in developing the material for ASX JORC code
reporting to ensure balance in reporting of resources.

An external Public Relations Consultant is used to disseminate information released to the market
to ensure the widest possible circulation of material to external parties including Stockbrokers,
Analysts, the media and most importantly the Company’s shareholders.

The Company has not publicly disclosed a formal disclosure policy and therefore has not complied
with ASX Recommendation 5.1. Given the size of the Company, the Board does nor consider
disclosure to be appropriate. The Board takes ultimate responsibility for these matters.

6. Respect the rights of shareholders

The Board seeks to ensure that shareholders are informed of all major developments affecting the
Company’s state of affairs.

In addition to communication through its statutory reporting obligations via:
e The Annual Report

e  The Interim Report

e Quarterly cash flow and activities reports

e ASXdisclosures

e Explanatory memorandum for AGM resolutions

the Company uses its website and external public relations services to disseminate information as
widely as possible.

A Communications Manager is employed by the company to, among other things, promote the
interests of shareholders.

The Company periodically issues a newsletter and uses audio/visual presentations in some media
releases.

The statutory annual report is available to shareholders electronically.

The Company requires the attendance of a representative of its external auditors at its annual
general meeting and encourages shareholders to attend and raise questions with the auditor’s
representative or Directors.

7. Recognise and manage risk

The Board assumes ultimate responsibility for establishing the Company’s risk profile focus and
for ensuring management has developed and adequately reports against sound systems of risk
control.
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The Audit and Risk Committee is also responsible for risk management and must ensure that
controls are in place to monitor all levels of management in the efficient and effective discharge of
their responsibilities by the use of independent analysis, appraisals, advice and recommendations.

The size and nature of the Company’s operations is such that risk is focused on a smaller than
normal range of potential adverse events while not impacting potential opportunities.

The Company’s Risk management policy is set out on the Company’s website www.
marathonresources.com.au

Key areas of risk which are regularly monitored are:

OPERATIONAL RISK
e acquisition of new exploration tenements and their subsequent status

* land access and native title considerations
e physical exploration activities

These matters are regularly reported on to the Board in Managements’ Operation Reports.

INDIGENOUS PEOPLE
The Company acknowledges and accepts the bond and special interests that the indigenous
people have over areas where the company carries out operations.

The Company proactively seeks to foster a respectful, cooperative and trusting relationship through
honest and open communication with them and their advisors.

The Company recognises the legal, social, and economic obligations to develop and sustain
relationships with Indigenous Traditional Owners at all sites. It recognises that during exploration
and mining operational phases, it must comply with State and Commonwealth legal requirements
relating to Native Title matters.

HSE&C
The Company operates under a health, safety and environment system developed by
management. The Board periodically reviews the adequacy and effectiveness of the system.

A schematic overview has been posted on the Company’s website.

The primary focus in this area is environmental management and compliance.

ENVIRONMENT

The Company has always recognised the importance of sound environmental practice and
promoted environmental awareness by all of its employees and contractors. Major exploration
operations by the Company are conducted in an area of the Flinders Ranges which is
environmentally sensitive.
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This necessitated a commitment to continuous improvement of practices. The Board following
independent appraisal initiated the development of a full EMS system ultimately leading to 1SO
14001 standard.

Consultants were appointed to assist the Company in developing its EMS system, the system was
finalised in the first half of 2009/2010 financial year.

FINANCIAL REPORTING

Management operate with Board defined limits of authority and a requirement to present monthly
financial reports at a detailed level to Directors. These requirements assist in managing the risk of
failure to achieve business objectives and protecting the Company’s assets.

In accordance with the requirements of Sec 295A of the Corporations Act 2001 the Board confirms
it has received assurance from the General Manager / CEO and Chief Financial Officer for the last
financial year that:

e Financial records have been properly maintained in accordance with section 286 of the
Corporations Act

e Financial statements and notes are in compliance with accounting standards as required by
Sec 296 of the Corporations Act.

e Financial statements and notes give a true and fair view of the financial performance and
position at balance date required by Sec 297 of the Corporations Act.

e Risk management and internal compliance and control systems are operating efficiently and
effectively in all material respects.

Confirmation that the Board has received the assurance is set out in the Statutory Annual Directors’
Declaration.
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8. Remunerate fairly and responsibly

The performance in establishing the remuneration of Executive Management and Executive
Directors, when such office is held, is reviewed by the Board with the exclusion of the Executive
concerned.

The remuneration of Non-Executive Directors is set by reference to an aggregate cap approved by
shareholders from time to time at the annual general meeting.

External advice is sought on remuneration matters when deemed necessary.
The company does not have a remuneration committee, as this role is undertaken by the Board.

The details of remuneration of Directors and Senior Management are set out in the Statutory
Directors’ Report. The contribution of each Non-Executive Director is taken into account in arriving
at individual remuneration levels having regard for reasonable and competitive market rates.

In accordance with listing rule 4.10.3 the company summarises its departures from the ASX’s
principles of good corporate governance recommendations.

Corporate Governance Notification of Departure Explanation
Recommendations

Majority of Directors should  Two of the four Directors are ~ The Board considers it presently
be independent independent has an appropriate balance
of skills, experience and
independence to properly fulfil

its role
2.4 The Board should establish  The Company does not have  The Board is of the opinion that
a nomination committee a nomination committee it is not of a sufficient size to
warrant a nomination committee
at this time

2.5 Companies should disclose The Company does not have  Changing composition of the
the process for evaluating a formal documented process Board is indicative of an ongoing
the performance of the process of evaluation
Board, its committees and
individual Directors

3.2 Companies should establish The Company does not have  The Board and senior

a policy concerning diversity a diversity policy management recruit persons
and disclose the policy or a based on skills and experience
summary of that policy appropriate for the role

concerned and do not
discriminate based on gender,
age, ethnicity or cultural
background
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Corporate Governance Notification of Departure Explanation
Recommendations

3.3 Companies should disclose The Board does not set As above
in each annual report the objectives for achieving gender
measurable objectives diversity and does not have a
for achieving gender diversity policy
diversity set by the Board

in accordance with the
diversity policy and the
progress towards achieving

them.

5.1 Companies should The Company has not publicly Given the size of the Company,
establish written policies disclosed a formal disclosure the Board does not consider
designed to ensure policy publication of a formal disclosure
compliance with the ASX policy to be necessary. The Board
Listing Rule disclosure takes ultimate responsibility for
requirements and to these matters.

ensure accountability at
a senior executive level
for that compliance and
disclose those policies or a
summary of those policies.

8.1 The Board should establish The Company does not have a The Board is of the opinion that it

a remuneration committee  remuneration committee is not of a sufficient size to warrant
a remuneration committee at this
time
8.2 The remuneration The Company does not have a As above
committee should be remuneration committee

structured so it consists of
a majority of independent
directors, is chaired by and
independent chair and has
at least 3 members
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DIRECTORS’
DECLARATION

The Directors of the company declare that:

1. The financial statements and notes set out on pages 44 to 79, are in accordance with the
Corporations Act 2001 and:

(@ complying with Accounting Standards and the Corporations Regulations 2001;

(b) giving a true and fair view of the financial position as at 30 June 2011 and of the
performance for the year ended on that date of the company and consolidated group:
and

(c) Complies with international financial reporting standards as disclosed in note 1.
2. The General Manager / CEO and Chief Finance Officer have each declared that:

(@ the financial records of the company for the financial year have been properly
maintained in accordance with section 286 of the Corporations Act 2001;

(b) the financial statements and notes for the financial year comply with Australian
Standards; and

(c) the financial statements and notes for the financial year give a true and fair view.

3. Inthe directors opinion 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.

Christopher Schacht

Director

Peter L Williams

Director

Dated at Adelaide, South Australia this 22nd day of September 2011.
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Auditors Independence Declaration
to the directors of Marathon Resources Limited

o Grant Thornton

Level 1,

67 Greenhill Rd
Wayville SA 5034
GPO Box 1270
Adelaide SA 5001

T 61883726666

F 61883726677

E info.sa@au.gt.com

W www.grantthornton.com.au

AUDITOR’S INDEPENDENCE DECLARATION
TO THE DIRECTORS OF MARATHON RESOURCES LIMITED

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 ended 30 June 2011,
I declare that, to the best of my knowledge and belief, there have been:

a no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the review; and

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

: -1
Ii.._{"if'f u—1+ = [ ..r‘r"fi’(,-t \.\_

L

GRANT THORNTON SOUTH AUSTRALIAN PARTNERSHIP
Chartered Accountants

[l [
/ || llllll Illlll
ALY
J L Humphrey f
Partner -'I

Adelaide, 22 September 2011

Grant Thornton South Australian Partnership ABN 27 244 906 724
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together
with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation
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Independent Audit Report
to members of Marathon Resources Ltd and Controlled Entities

o Grant Thornton

Level 1,

67 Greenhill Rd
Wayville SA 5034
GPO Box 1270
Adelaide SA 5001

T 61883726666

F 61883726677

E info.sa@au.gt.com

W www.grantthornton.com.au

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MARATHON RESOURCES LIMITED

Report on the financial report

We have audited the accompanying financial report of Marathon Resources Limited (the
“Entity”), which comprises the consolidated statement of financial position as at 30 June
2011, the consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, notes
comprising a summary of significant accounting policies and other explanatory information
and the directors’ declaration of the consolidated entity comprising the Entity and the
entities it controlled at the year’s end or from time to time during the financial year.

Directors responsibility for the financial report

The Directors of the Entity are responsible for the preparation of the financial report that
gives a true and fair view of the financial report in accordance with Australian Accounting
Standards and the Corporations Act 2001. This responsibility includes such internal controls
as the Directors determine are necessary to enable the preparation of the financial report to
be free from material misstatement, whether due to fraud or error. The Directors also state,
in the notes to the financial report, in accordance with Accounting Standard AASB 101
Presentation of Financial Statements, that compliance with the Australian equivalents to
International Financial Reporting Standards ensures that the financial report, comprising the
financial statements and notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards which require us to
comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error.

Grant Thornton South Australian Partnership ABN 27 244 906 724

a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together
with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation
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Independent Audit Report
to members of Marathon Resources Ltd and Controlled Entities

o GrantThornton

In making those risk assessments, the auditor considers internal control relevant to the
Entity’s preparation and fair presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Directors, as well as evaluating the overall presentation of
the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our adverse audit opinion.

Independence
In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Basis for adverse auditor’s opinion

Included in the financial report at note 1(p) is a disclosure relating to the accounting
treatment of exploration and evaluation assets at Mt Gee and certain leasehold
improvements at Umberatana with a combined carrying value of $16,211,764.

On 22 February 2011, the Premier of South Australia announced that the government had
renewed Marathon’s exploration licence for a period of one year but advised the
government was examining its options for the future conservation management of the
Arkaroola Sanctuary. Those options included the exclusion entirely of future mining in the
environmentally sensitive areas that were subject of the company’s lease.

On 22 July 2011 (subsequent to reporting date) the South Australian government
announced protection measures for Arkaroola in the States Northern Flinders Ranges
including reservation of the Mt Gee area from the operation of the Mining Act. The
government also announced a proposal to ban mining in Arkaroola by enacting special
purpose legislation. The company’s Mt Gee tenement is affected by this decision, as it
means this tenement will not be renewed when it expires on 22 February 2012.

The directors have concluded that as the announcement of the mining ban occurred
subsequent to reporting date that there is no requirement for the impairment of the
exploration assets and associated leasehold improvements. This is a departure from
Australian Accounting Standard AASB 6 Exploration and evaluation of Mineral Resources
and AASB 136 Impairment of assets, which requires assets to be considered for impairment
using all available information. Given the amount of public debate about the future of
mining in the Arkaroola region, we believe the government’s announcement also clarified an
uncertainty that existed at reporting date. In accordance with AASB 110 — Events after the
reporting period the impairment should be recognised. In our opinion, the impairment is
fundamental to a proper appreciation of the consolidated entity’s financial position, the
results of its operations and its cash flows.

Had Marathon Resources Ltd impaired the exploration and evaluation asset as well as the
associated leasehold improvements the financial report would disclose a net asset position
of $5,788,993 and a loss for the year after tax of $18,980,256. There would be no impact on
the cash flows of the group.
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Independent Audit Report
to members of Marathon Resources Ltd and Controlled Entities

Grant Thornton

Adverse Auditor’s Opinion

In our opinion, because of the effects of the matter discussed in the Basis for Adverse
Auditor’s Opinion paragraphs, the financial report of Marathon Resources Ltd is not in
accordance with the Corporations Act 2001, including:

(a) giving a true and fair view of the consolidated entity’s financial position as at 30
June 2011 and of its performance for the year ended on that date; and

() complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001.

Report on the remuneration report

We have audited the remuneration report included in pages 22 to 24 of the directors’ report
for the year ended 30 June 2011. The Directors of the Entity are responsible for the
preparation and presentation of the remuneration report in accordance with section 300A of
the Corporations Act 2001. Our responsibility is to express an opinion on the remuneration
report, based on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s opinion on the remuneration report
In our opinion, the remuneration report of Marathon Resources Limited for the year ended
30 June 2011, complies with section 300A of the Corporations Act 2001.

[f__ﬂ"[_ {m% - I,[ \L_i'.f'r"i"'(;'f \

GRANT THORNTON SOUTH AUSTRALIAN PARTNERSHIP
Chartered Accountants

/ (, 4&
hreq
Par ner

Adelaide, 22 Septernber 2011
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FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2011

Consolidated

Notes 2011 2010
$ $

Revenue 2 187,401 125,057
Gain on sale of financial asset - 257,250
Depreciation 5 (181,186) (139,631)
Exploration expenditure written off
- Current period expenditure (472,202) (105,823)
- Prior period expenditure (342,616) (843,540)
- Impairment provision on exploration assets 7 342,616 (342,616)
Financial assets fair value adjustment 6 2,300 (43,700)
Employee benefits expense (1,074,597) (1,314,563)
Share based payment expense (306,358) (696,000)
Occupancy expense (187,740) (195,528)
Consulting expense (409,866) (200,168)
Travel expense (51,342) (42,118)
ASX listing and registry expense (87,423) (103,018)
Corporate administration 2 (522,161) (441,159)
Loss before income tax (3,103,174) (4,085,557)
Income tax benefit 3 334,682 -
Loss for the year after tax benefit (2,768,492) (4,085,557)
Other comprehensive income
Changes in fair value of available for-sale
financial assets (87,500) 60,000
Reclassification of available for-sale financial
asset upon disposal - 556,455
Total other comprehensive (expense)/income (37,500) 616,455
Total comprehensive (loss) for the year (2,805,992) (3,469,102)
Earnings per share

Basic (cents per share) 21 (3.36) (5.30)

Diluted (cents per share) (3.36) (5.30)



CURRENT ASSETS

Cash and Cash Equivalents
Trade and Other Receivables
Financial Assets

Total Current Assets

NON-CURRENT ASSETS

Property, Plant & Equipment
Exploration & Evaluation Expenditure
Total Non-Current Assets

TOTAL ASSETS

CURRENT LIABILITIES
Trade and Other payables
Short Term Provisions
Total Current Liabilities

NET ASSETS

EQUITY

Issued Capital
Reserves
Retained Losses

TOTAL EQUITY

FINANCIAL STATEMENTS

Notes

15(a)

10

11

MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2011

Consolidated

2011 2010
$ $
6,344,151 1,940,375
110,244 61,830
125,600 160,800
6,579,995 2,163,005
740,919 351,454
15,933,546 15,482,222
16,674,465 15,833,676
23,254,460 17,996,681
324,631 108,353
929,072 868,793
1,253,703 977,146
22,000,757 17,019,535
44,033,982 36,553,326
815,795 2,161,602
(22,849,020) (21,695,393)
22,000,757 17,019,535
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FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

FINANCIAL
SHARE ASSET
SHARE RETAINED OPTION REVALUATION
CAPITAL EARNINGS RESERVE RESERVE TOTAL
$ $ $ $ $

Consolidated

BALANCE 1 July 2009 36,542,424 (17,623,132) 1,594,226 (731,783) 19,781,735
Share Issues (net of transaction costs) 10,902 - - - 10,902
Option Issues / exercised - 13,296 682,704 - 696,000
Total comprehensive income - (4,085,557) - 616,455 (3,469,102)
BALANCE AT 30 June 2010 36,553,326 (21,695,393) 2,276,930 (115,328) 17,019,535
Share Issues (net of transaction costs) 7,480,656 - - - 7,480,656
Option Issues / exercised / expired - 1,614,865 (1,308,307) - 306,558
Total comprehensive income - (2,768,492) - (87,500) (2,805,992)
BALANCE AT 30 June 2011 44,033,982 (22,849,020) 968,623 (152,828) 22,000,757




Cash flows from operating activities

Interest and sundry income received

Research and Development tax concession received

Payments to suppliers and employees

Net cash provided by (used in) operating activities

Cash flows from investing activities

Proceeds on disposal of plant and equipment

Purchase of plant and equipment

Payment for exploration activities

Proceeds on disposal of available for sale financial asset

Net cash (used in) / provided by investing activities

Cash flows from financing activities

Proceeds from issue of shares

Payment of expenses of the issue of shares

Net cash provided by financing activities

Net increase/(decrease) in cash held

Cash at 30 June 2010

Cash at 30 June 2011

FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2011

Consolidated

Notes 2011 2010
$ $

166,705 125,058

363,014 302,898

(2,553,049) (2,544,167)

15b (2,023,330) (2,116,211)
27,021 -

(576,976) (30,727)

(475,263) (995,933)

- 1,233,231

(1,025,218) 206,571

7,546,766 10,902

(94,442) -

7,452,324 10,902

4,403,776 (1,898,738)

1,940,375 3,839,113

15a 6,344,151 1,940,375

MARATHON RESOURCES LTD | ANNUAL REPORT 2011 | ACN 107 531 822 | PAGE 47



MARATHON RESOURCES LTD | ANNUAL REPORT 2011 | ACN 107 531 822 | PAGE 48

FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance
with Australian Accounting Standards, including Australian Accounting interpretations, other
authoritative pronouncements of the Australian Accounting Standards Board and the Corporations
Act 2001.

The financial report covers Marathon Resources Limited and its controlled entity as a consolidated
entity (“Group”). Marathon Resources Limited is a listed public company, incorporated and
domiciled in Australia.

Compliance with IFRS

Australian Accounting Standards include Australian equivalents to International Financial Reporting
Standards (AIFRS). Compliance with AIFRS ensures that the consolidated financial statements and
notes of Marathon Resources Limited and its controlled entity comply with International Financial
Reporting Standards (IFRS).

The following is a summary of the material accounting policies adopted by the consolidated group
in the preparation of the financial report. The accounting policies have been consistently applied,
unless otherwise stated.

Basis of Preparation
The accounting policies set out below have been consistently applied to all years presented.

Reporting Basis and Conventions

The financial report has been prepared on an accruals basis and is based on historical costs
modified by the revaluation of selected non-current assets, financial assets and financial liabilities
for which the fair value basis of accounting has been applied.

Third Statement of Financial Position
Two comparative periods are presented for the statement of financial position when the Group:

I.  Applies an accounting policy retrospectively.
Il.  Makes a retrospective restatement of items in its financial statements.
lll. Reclassifies items in the financial statements.

We have determined that only one comparative period for the statement of financial position was
required for the current reporting period as the application of the new accounting standards have
had no material impact on the primary financial statements that were presented in the prior year
financial statements.

Adoption of new and revised accounting standards

In the current year the Group has adopted all of the new and revised Standards and Interpretations
issued by the Australian Accounting Standards Board that are relevant to its operations and
effective for the current annual reporting period.

The adoption of these standards did not have any effect on the financial position or performance of
the group.
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AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual

improvement project.

AASB 2009-8 Amendments to Australian Accounting Standards group cash settled share based

payments.

AASB 2009-10 Amendments to Australian Accounting Standards classification of rights issues.

AASB 2009-13 Amendments to Australian Accounting Standards arising from interpretation 19

AASB 2010-3 Amendments to Australian Accounting Standards arising from the annual

improvement project

Accounting policies

a)

b)

Principles of Consolidation

A controlled entity is any entity of which Marathon Resources Limited has the power to control
the financial and operating policies so as to obtain benefits from its activities.

The controlled entities are disclosed in Note 16 to the financial statements. All controlled
entities have a June financial year-end.

All inter-company balances and transactions between entities in the consolidated entity,
including any unrealised profits or losses, have been eliminated on consolidation. Accounting
policies of subsidiaries are consistent with those policies applied by the parent entity.

Income Tax
Current 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 calculated using the tax rates that have been enacted
or are substantially enacted by the balance date.

Deferred tax

Deferred tax is accounted for using the liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of
an asset or liability, excluding a business combination, where there is no effect on accounting
or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when

the asset is realised or liability is settled. Deferred tax is credited in the statement of
comprehensive income except where it relates to items that may be credited directly to equity,
in which case the deferred tax is adjusted directly of comprehensive income against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax
profits will be available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based
on the assumption that no adverse change will occur in income taxation legislation and the
anticipation that the economic entity will derive sufficient future assessable income to enable
the benefit to be realised and comply with the condition of deductibility imposed by the law.

Tax consolidation

Marathon Resources Limited and its wholly-owned Australian subsidiary are part of a tax-
consolidated group under Australian taxation law. Each entity in the group recognises its own
current and deferred liabilities, except for any deferred tax liabilities resulting from unused
tax losses and tax credits, which are immediately assumed by the parent entity. The current
tax liability of each group entity is then subsequently assumed by the parent entity. The tax
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c)

consolidated group has entered a tax sharing agreement whereby each company in the group
contributes to the income tax payable in proportion to their contribution to the net profit before
tax of the consolidated group.

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.

Plant 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
values in determining recoverable amounts.

Assets 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 included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the group and the cost of the item can be measured reliably. All other
repairs and maintenance are charged to the statement of comprehensive income during the
financial period in which they are incurred.

Depreciation

The depreciable amount of all fixed assets is calculated on a straight-line basis over the useful
life of those assets to the consolidated entity commencing from the time the asset is held
ready for use. Leasehold improvements are depreciated over the shorter of the lease term and
the assets useful lives.

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

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

Office equipment 10-20%

Motor vehicles 15%

Leasehold improvement 45%

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

An asset’s carrying amount is written down immediately to its recoverable amount if 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 statement of comprehensive income.
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d)

e)

Exploration and Evaluation Expenditure

Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable
area of interest. These costs are only carried forward to the extent that they are expected to be
recouped through the successful development of the area or where activities in the area have
not yet reached a stage that permits reasonable assessment of the existence of economically
recoverable reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the
year in which the decision to abandon the area is made.

Where a decision is made to proceed with development, the accumulated 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 appropriateness of
continuing to carry forward costs in relation to that area of interest.

Costs of site restoration are expended over the life of the facility from when exploration
commences and are included in the costs of that stage. Site restoration costs may ultimately
include the dismantling and removal of mining plant, equipment and building structures, waste
removal, and rehabilitation of the site in accordance with generally accepted clauses of the
mining permit. Such costs will be determined using estimates of future costs, current legal
requirements and technology on an undiscounted basis.

Any change in the estimates for the costs are accounted on a prospective basis. In
determining the costs of site restoration, there is uncertainty regarding the nature and extent
of the restoration due to community expectations and future legislation. Accordingly the
costs will be determined on the basis that the restoration will be completed within one year of
abandoning the site.

Financial Instruments

Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction
costs, when the related contractual rights or obligations exist. Subsequent to initial recognition
these instruments are measured as set out below.

Derecognition

Financial assets are derecognised where the contractual rights to receipt of cash flows expires
or the asset is transferred to another party whereby the entity no longer has any significant
continuing involvement in the risks and benefits associated with the asset. Financial liabilities
are derecognised where the related obligations are either discharged, cancelled or expire. The
difference between the carrying value of the financial liability extinguished or transferred to
another party and the fair value of consideration paid, including the transfer of non-cash assets
or liabilities assumed, is recognised in profit or loss.

Classification and subsequent measurement
Financial assets at fair value through profit and loss

A financial asset is classified in this category if acquired principally for the purpose of selling in
the short term or if so designated by management and within the requirements of AASB 139:
Recognition and Measurement of Financial Instruments. Realised and unrealised gains and
losses arising from changes in the fair value of these assets are included in the statement of
comprehensive income in the period in which they arise.
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9)

h)

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 rate method.

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 at fair value. Unrealised gains and
losses arising from changes in fair value are taken directly to equity.

Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation
techniques are applied to determine the fair value for all unlisted securities, including recent
arm’s length transactions, reference to similar instruments and option pricing models.

Impairment

At each reporting date, the group assess whether there is objective evidence that a financial
instrument has been impaired. In the case of available-for-sale financial instruments, a
prolonged decline in the value of the instrument is considered to determine whether an
impairment has arisen. Impairment losses are recognised in the income statement.

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 amount of the asset, being the higher of the asset’s fair value less costs
to sell and value in use, is compared to the asset’s carrying value. Any excess of the asset’s
carrying value over its recoverable amount is expensed to the income statement. Where it is
not possible to estimate the recoverable amount of an individual asset, the group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Interests in Joint Ventures

The consolidated group’s share of the assets, liabilities, revenue and expenses of joint venture
operations are included in the appropriate items of the consolidated financial statements.
Details of the consolidated group’s interest are shown at Note 13.

The consolidated group’s interests in joint venture entities are brought to account using the
equity method of accounting in the consolidated financial statements. The parent entity’s
interest in joint venture entities are brought to account using the cost method.

Employee Benefits

Provision is made for the group’s liability for employee benefits arising from services rendered
by employees 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 liability is settled, plus
related on-costs. Employee benefits payable later than one year have been measured at the
present value of the estimated future cash outflows to be made for those benefits.

Provisions

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

k)

m)

n)

()]

p)

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other
short-term highly liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within short-term borrowings in current liabilities on the
statement of financial position where applicable.

Revenue

Interest revenue is recognised on a proportional basis taking into account the interest rates
applicable to the financial assets

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where

the amount of GST 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 statement of financial position 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 reclassified. 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 no consideration. Equity-settled
share based payments are measured at fair value at the date of grant. Fair value is determined
by the use of a Black-Scholes pricing model. The fair value is fully expensed on a straight line

basis by the date of vesting.

Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with
the lessor, are charged as expenses in the periods in which they are incurred.

Critical Accounting Estimates and Judgments

The directors evaluate estimates and judgments incorporated into the financial report based

on historical knowledge and best available current information. Estimates assume a reasonable
expectation of future events and are based on current trends and economic data, obtained
both externally and within the group.

Exploration and evaluation

The group’s policy for exploration and evaluation is discussed in note 1(d). The application
of this policy requires management to make certain assumptions as to future events and
circumstances. Any such estimates and assumptions may change as new information
becomes available. If, after having capitalised exploration and evaluation expenditure,
management concludes that the capitalised expenditure is unlikely to be recovered by
future sale or exploration, then the relevant capitalised amount will be written off through the
statement of comprehensive income.
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Critical judgement — no impairment of Mt Gee exploration asset and certain leasehold
improvements at Umberatana totaling $16,211,764.

As at the balance date of 30th June 2011, the Company held Exploration Licence EL 4355
(Mt Gee) and could validly exercise all rights under the Licence. It will continue to hold that
Exploration Licence during the 2011/12 financial year until it expires on 22nd February 2012.

On 22nd July 2011 (post balance date) the South Australian Government announced certain
protection measures for Arkaroola in the State’s Northern Flinders Ranges, including the
reservation of the area from the operation of the Mining Act. The reservation came into effect
by proclamation on 29th July 2011 and consequently, no future mining titles will be granted

in the area. As a result, the Government intends EL 4355 will not be renewed when it expires
on 22nd February 2012 and at that time, the Mt Gee exploration asset will cease to exist. The
Government also announced on 22nd July 2011, a proposal to ban mining in Arkaroola by way
of enacting special purpose legislation.

Ordinarily a tenement holder with an established resource conducting ongoing exploration
activities on a tenement would expect its licence to be continually renewed. The decision by
the South Australian Government to reserve certain parts of the Arkaroola Pastoral Lease from
the Mining Act and seek to enact special purpose legislation to ban mining at Arkaroola was
unprecedented and was made without prior notice or consultation with the Company. Whilst
the South Australian Government had indicated in February 2011 that it was considering all
available options to preserve the Arkaroola Wilderness Sanctuary, a complete mining ban and
non-renewal of the tenement announced on 22nd July 2011 was unexpected to the Company.
Accordingly, the Directors have treated this post balance date event as a non adjusting event
under Accounting Standard AASB110 and are of the opinion that there was no impairment of
the Mt Gee exploration asset of $15,933,546 or associated leasehold improvements totaling
$278,218 at 30th June 2011.

Since the Government announcement in July 2011 the Company has entered into ‘good
faith’ negotiations with the Government for payment to it of costs incurred by the Company in
connection with its exploration activities at Mt Gee.

The carrying value of the Mt Gee exploration asset and associated leasehold improvements
will be written off to nil, on or before the expiry date of the Licence.

Whilst the Directors note that this post balance date event is a material event (and of major
significance to the Company), an estimate of its financial effect on the Company cannot be
made at this stage, given the negotiations with the Government are ongoing.

Critical estimate
- Provision of $ 800,000 on a legal action with claim of $ 1,600,000

Proceedings have been brought against the Company by an ex employee for alleged breach
of contract. The Company denies the claim and is defending the proceedings. The nature

of the action is based on an all or nothing claim with a maximum exposure to the Company
of $1.6 million. Marathon has separately advanced a cross claim of approximately $0.847
million. The Directors believe that it is more likely than not to successfully defend the claim in
its entirety. In view of the fact that the matter is complex and not without attendant risk of an
adverse outcome Directors are of the view that a provision of 50% of the maximum exposure
is reasonable.

The matter is expected to go to trial and has been listed in the Supreme Court of South
Australia commencing 17th October 2011.
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a)

- Carbon Tax Impact

On 10 July 2011, the Commonwealth Government announced the “securing a Clean Energy
Future — the Australian Government’s Climate Change Plan”. Whilst the announcement
provides further details of the framework for a carbon pricing mechanism, uncertainties
continue to exist on the impact of any carbon pricing mechanisms on the Group as legislation
must be voted on and passed by both houses of Parliament. In addition, as the Group will not
fall within the “Top 500 Australian Polluters”, the impact of the Carbon Scheme will be through
indirect effects of increased prices on many production inputs and general business expenses
as suppliers subject to the carbon pricing mechanism are likely to pass on their carbon price
burden to their customers in the form of increased prices. Directors expect that this will not
have a significant impact upon the operation costs within the business, and therefore will not
have an impact upon the valuation of assets and/or going concern of the business.

New Accounting Standards and Interpretations

The AASB has issued new and amended accounting standards and interpretations that have
mandatory application dates for future reporting periods. The Company has decided against

early adoption of these standards. A discussion of those future requirements and their impact
on the Group follows.

a. Consolidated Financial Statements

IFRS 10: “Consolidated Financial Statements” was issued by the IASB in May 2011 and
replaces both the existing IAS 27: “Consolidated and Separate Financial Statements” and

SIC 12: “Consolidation — Special Purpose Entities”. This new standard revises the definition of
control and related application guidance so that a single control model can be applied to all
entities. This standard will apply to Marathon Resources Ltd from 1 July 2013 and it is believed
there will be insignificant impact for the Company.

b. Joint Arrangements

IFRS 11: “Joint Arrangements” was also issued by the IASB in May 2011 and provides for a
more realistic reflection of joint arrangements by focussing on the rights and obligations of
the arrangement, rather than its legal form. The standard addresses inconsistencies in the
reporting of joint arrangements by requiring a single method to account for interests in jointly
controlled entities. This standard is applicable from 1 July 2013, with early adoption permitted.
Management is assessing the impact on Marathon Resources Ltd but at this stage it is
believed there will be insignificant impact on the company.

c. Disclosure of Interests in Other Entities

IFRS 12: “Disclosure of Interests in other Entities” was issued by the IASB in May 2011 and
is a new and comprehensive standard on disclosure requirements for all forms of interests
in other entities, including subsidiaries, joint arrangements, associates, special purpose
vehicles and other off balance sheet vehicles. This standard is applicable from 1 July 2013
and management is currently assessing the impacts of the standard, which will be limited
to disclosure impacts only. There have also been consequential amendments to IAS 28:
“Investment in Associates” as a result of the above new standard. These amendments are
applicable from 1 July 2013 and at the stage it is believed there will be no impact on the
company.
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d. Fair Value Measurement

IFRS 13: “Fair Value Measurement” was issued by the IASB in May 2011 and provides a
precise definition of a fair value, is a single source of fair value measurements and prescribes
disclosure requirements for use across IFRSs. The requirements do not extend the use of fair
value accounting, but provide guidance on how it should be applied where its use is already
required or permitted by other standards within IFRS. The standard will apply to Marathon
Resources Ltd from 1 July 2013 and at this stage it is believed there will be no impact on the
company.

e. Other

In addition to the above recently issued accounting standards that are applicable in future
years, we note the following new accounting standards that are applicable in future years:

° AASB 124: “Related Party Disclosures” ;
° AASB 2009-12: “Amendments to Australian Accounting Standards” ;

° AASB 2010-4: “Further Amendments to Australian Accounting Standards arising from the
Annual Improvements Project” ;

° AASB 2010-5: “Amendments to Australian Accounting Standards” ;

° AASB 2010-8: “Amendments to Australian Accounting Standards — Deferred Tax:
Recovery of Underlying Assets” ;and

° AASB 2011-4: “Amendments to Australian Accounting Standards to Remove Individual
Key Management Personnel Disclosure Requirements”.

We do not expect these accounting standards to materially impact our financial results upon
adoption.



FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 2 — REVENUE AND EXPENSES FROM CONTINUING OPERATIONS

a. Revenue
Interest

Diesel fuel rebate
Sundry Income

Gain or disposal of fixed assets

b. Expenses

Corporate administration include:
Administration accounting and auditing
Computer costs

Insurance

Communication costs

Printing, office supplies

Public relations

Legal fees

Other expenses

Notes

Consolidated

2011 2010

$ $
166,705 123,493
- 909

- 655
20,696 -
187,401 125,057
42,809 65,242
31,418 9,953
74,102 66,574
26,582 20,462
14,348 20,982
43,172 55,309
158,568 134,217
131,162 68,420
522,161 441,159
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NOTE 3 — INCOME TAX

The components of tax expense comprise:

The prima facie income tax expense from ordinary activities
before tax is reconciled to the income tax as follows:

Loss from continuing operations (3,103,174) (4,085.557)
Prima facie tax on loss from ordinary
activities before income tax at 30% (2010:30%)(930,952) (1,225,667)
Non-assessable items (6,209) (80,063)
Non-deductable expenses 102,719 217,650
Non offset portion of capital gain - 66,894
Assessable gain 8,106 =
Movement in recognised tax assets and liabilities (433,264) (103,989)
Current year tax loss not brought to account 1,259,600 1,125,175
Income tax from continuing operations = =
Tax losses cashed out from R & D concession
2008-2009 Activity $ 221,076
2009-2010 Activity $ 141,938
$ 363,014
Tax losses written back 290,411
Tax concession on R & D activity 72,603 -
Income tax benefit 363,014 -
Write off of deferred tax asset recognised on capital
raising costs attributable to equity (28,332) -
Net Income tax benefit 334,682 -
Unrecognised deferred tax assets:
Deferred tax assets have not been recognised in respect of the following items:
Consolidated
2011 2010
$ $
Tax value of carried forward tax losses
- Capital 75,275 75,275
- Revenue 6,497,436 5,747,106
Temporary differences via equity not recognised 45,848 34,598
All revenue temporary differences are recognised
6,618,559 5,856,979

Deferred tax assets 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 benefits from them.

Changes to 2010 comparatives reflect income tax return adjustments.
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GST recoverable

Other debtors
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Consolidated

No trade and other receivables are outside terms at balance date.

NOTE 5 — PROPERTY, PLANT AND EQUIPMENT

Plant and equipment

Less Accumulated Depreciation
Total Plant and Equipment
Movement in carrying amounts
Balance at beginning of financial year
Additions

Disposals

Depreciation

Balance at end of financial year

2011 2010

$ $

94,840 26,367

15,404 35,463

110,244 61,830
Consolidated

2011 2010

$ $

1,314,731 807,824

(573,812) (456,370)

740,919 351,454

351,454 460,358

576,976 30,727

(6,325) -

(181,186) (139,631)

740,919 351,454
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ACN 107 531 822
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 6 — FINANCIAL ASSETS

Consolidated

Notes 2011 2010
$ $
Current
Financial assets at fair value through profit / loss 6a 50,600 48,300
Available-for-sale financial assets 6b 75,000 112,500
Total Financial Assets 125,600 160,800
6a — Financial asset at fair value through profit/loss
- Shares in Strzelecki Metals Ltd
(Formerly Primary Resources Ltd) 50,600 48,300

Pursuant to a joint venture agreement with Primary Resources Limited, the company purchased 2,300,000 ordinary shares at
an issue price of 20 cents each fully paid as follows:

Issue Date No $

2 May 2007 1,150,000 230,000

28 June 2007 1,150,000 230,000
460,000

The market value of these shares at balance date was $0.022 ($0.021 in 2010). The increase in the fair value to balance
date of $ 2,300 (Reduction $ 43,700 in 2010) has been recorded through the profit and loss in the financial assets fair value
adjustment.

6b - Available-for-Sale financial assets
Shares and options in Phoenix Copper Ltd
- Shares in Phoenix Copper Ltd 75,000 112,500

- Options in Phoenix Copper Ltd = -

Pursuant to the disposal of a tenement interest to Phoenix Copper Ltd the Company was allotted 750,000 ordinary shares at
an issue price of 20 cents each fully paid on the listing of Phoenix Copper Ltd on 30th January 2008 and in addition 750,000
options having an exercise price of 25 cents were granted to the Company on 25th January 2008 and are exercisable at any
time up to expiry date 25th January 2013. The fair values on recognition were as follows:

Issues No $

Shares 750,000 150,000

Options 750,000 77,828
227,828

The market value of these shares at balance date was $ 0.10 ($0.15 in 2010). The reduction in fair value to balance date of
$37,500 (increase $60,000 in 2010) has been recognised directly in equity through the financial asset revaluation reserve.



FINANCIAL STATEMENTS

NOTE 7 — EXPLORATION AND EVALUATION EXPENDITURE

Notes

Exploration and Evaluation Costs

Less: Provision for Impairment

Total Exploration and Evaluation Expenditure
Movement

Balance at beginning of financial year

Additions

Write-off of exploration permits

Impairment provision

Balance at end of financial year

MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

Consolidated

2011 2010

$ $
15,933,546 15,824,838
- (342,616)
15,933,546 15,482,222
15,482,222 15,672,445
451,324 995,933
(342,616) (843,540)
342,616 (342,616)
15,933,546 15,482,222

The recoverability of the carrying value of exploration and expenditure assets is dependant upon the successful development

and commercial exploitation or alternatively, sale of respective area of interest.

The Company’s interests in tenements at the date of this report are as follows:

Project Tenement Commodity

100% Interest
South Australia
Blanchetown * * EL 4052 Mineral sands

Mt Gee EL 4355  Uranium, Rare earths

Mulga Well * * — Hard rock rights EL 3211  Uranium, Copper, Gold

Application Monies for Grants of New Tenements
Accrued commitments

Total exploration costs

Less provided for impairment

Carrying value of exploration costs

* *

Consolidated

2011 2010
$ $
- 103,819
15,933,546 15,458,283
- 238,797
15,933,546 15,800,899
- 23,939
15,933,546 15,824,838
- (342,616)
15,933,546 15,482,222

Impairment provisions had been made against these two tenements due to exploration activities not yielding any positive

results. The Blanchetown tenement was allowed to lapse on the 02.02.11. The Mulga Well tenement was allowed to lapse on

19.08.10.
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ACN 107 531 822
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 8 — TRADE AND OTHER PAYABLES

Trade payables
Other payables

Accrued expenses

NOTE 9 — SHORT TERM PROVISIONS

Employee benefits

Balance at beginning of financial year
Additional provisions

Amounts paid out

Balance at end of financial year

Provision in respect of legal action by
ex-employee for breach of contract

9a - Refer note 1 (p) for further detail

9a

Consolidated

2011 2010

$ $

243,403 43,660

81,228 38,514

- 26,179

324,631 108,353
Consolidated

2011 2010

$ $

68,793 72,888

119,567 13,889

(59,288) (17,984)

129,072 68,793

800,000 800,000

929,072 868,793
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MARATHON RESOURCES LTD

ACN 107 531 822
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 10 — ISSUED CAPITAL

Consolidated

2011 2010

$ $

92,207,789 (2010: 77,068,677) fully paid ordinary shares 44,033,982 36,553,326
Movements in ordinary shares 2011 2010
Number $ Number $

Balance at beginning of report period 77,068,677 36,553,326 77,008,677 36,542,424
Placement (10.02.11) at 50 cents 10,059,290 5,029,645 - -
Exercise of employee options (14.02.11) at 34 cents 100,000 34,000 - =
Rights issue 1 for 10 at 50 cents 4,950,924 2,475,463 - -
Placement (13.05.11) at 26.5 cents 28,898 7,658 - -
Issued at 5.67 cents (24.06.10) — Employee option exercised - - 30,000 1,701
Issued at 30.67 cents (24.06.10) - Employee options exercised - - 30,000 9,201
92,207,789 44,100,092 77,068,677 36,553,326

Less share issue and capital raising expenses (net of tax) (66,110) - -
At reporting date 92,207,789 44,033,982 77,068,677 36,553,326

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the number of

shares held.

At the shareholders’ meeting each ordinary share is entitled to one vote when a poll is called, otherwise each shareholder has

one vote on a show of hands.

Ordinary shares have no par value and the Company does not have a limited amount of authorised capital.
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FOR THE YEAR ENDED 30 JUNE 2011

NOTE 10 — ISSUED CAPITAL (con't)

Consolidated

2011 2010
Number of Weighted Average Number of Weighted Average
Options Exercise Price Options Exercise Price
$ $
Outstanding at the
beginning of the year 5,000,000 1.00 3,060,000 1.02
Granted 2,640,000 1.086 2,000,000 0.95
Forfeited - -
Exercised (100,000) 0.34 (60,000) 0.18
Expired (3,000,000) 1.0367 -
Outstanding at year end 4,540,000 1.032 5,000,000 1.00
Exercisable at year end 2,540,000 0.805 5,000,000 1.00

The options outstanding at 30 June 2011 had a weighted average exercise price of $ 1.032 and a weighted average remaining
contractual life of 34 months. Exercise prices range from $0.317 to $ 1.727 in respect of options outstanding 30 June 2011.

The following share-based payment arrangements existed at 30 June 2011:

On 2nd September 2009, 1,000,000 share options were granted pursuant to listing rule 10.11 to a director and recorded
under ‘the plan’ following shareholder approval at an EGM held on that date to take up ordinary shares at a current exercise
price of $0.80 each. The options are exercisable on or before 2nd September 2012. At balance date no share options had
been exercised.

On 15th December 2009, 1,000,000 share options were granted pursuant to listing rules 10.11 to directors and recorded
under ‘the plan following shareholder approval at the 2009 Annual General Meeting to take up ordinary shares at a current
exercise price of $1.10 each. The options are exercisable on or before 31 December 2014. At balance date no share options
had been exercised.

On the 30th September 2010 Directors made offers of a grant of 640,000 options to a number of staff and consultants of the
Company to take up ordinary shares as follows. All offers were accepted by 21st October and all options are exercisable on or
before 15th October 2013. At Balance date 100,000 options had been exercised.

The value of the options were calculated using the Black-Scholes option pricing model applying the following inputs:

- Exercise price $0.34 $0.75
- Life of option 3 years 3 years
- Underlying share price $0.58 $0.58
- Expectant share price volatility 56.1 56.1
- Risk free rate 5.05% 5.05%
- Number of options granted 590,000 50,000
- Aggregate fair value of options granted $200,216 $9,752

All options vested on issue.
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On 16th November 2010 2,000,000 options in three tranches were granted to the Chairman Peter Williams pursuant to
shareholder approval at the AGM to take up ordinary shares as follows:

No. of Options Exercise Date Expiry

500,000 1 November 2012 1 November 2013
750,000 1 November 2013 1 November 2014
750,000 1 November 2014 1 November 2015

At balance date the first exercise date for all options had not been reached.
Movement in Options

The value of the options were calculated using the Black-Scholes option model applying the following inputs:

Tranche

1 2 3
- Exercise price $0.876 $1.25 $1.75
- Life of option 3 years 4 years 5 years
- Underlying share price $0.625 $0.625 $0.625
- Expectant share price volatility 64.5% 64.5% 64.5%
- Risk free rate 5.13% 5.13% 5.23%
- Number of options granted 500,000 750,000 750,000
- Aggregate fair value of options granted $114,967 $165,439 $161,966

All options vested on issue

The total fair value of the fair value of the options issued to the Chairman was $ 442,372 which will be recognised as an
expense over the vesting period.

Included under share based payments expense in the statement of comprehensive income is $ 306,358 (2010 $ 696,000)
which relates to that part of total equity settled share based payments transactions recognised as expense over the relevant
vesting periods of all options issued in the year.

Historical volatility has been the basis for determining expected share price volatility as it is assumed that this is indicative of
future trends, which may not eventuate.

Pursuant to a discounted share issue price arising under a rights issue in February 2011 unexercised options at that date
became subject to an exercise price reduction as follows:

GRANT DATE EXPIRY DATE EXERCISE PRICE
AT GRANT POST 2011 RIGHTS

2nd September 2009 2nd September 2012 $0.80 $0.777
15th December 2009 31st December 2014 $1.10 $1.077
21st October 2010 15th October 2013 $0.34 $0.317
21st October 2010 15th October 2013 $0.75 $0.727
16th November 2010 1st November 2013 $0.876 $0.853
16th November 2010 15th November 2014 $1.25 $1.227
16th November 2010 15th November 2015 $1.75 $1.727
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NOTE 10 — ISSUED CAPITAL (con't)

Employee Option Plan

The Company has established an Employee Share Option Plan (‘the Plan’) to assist in the attraction, retention and motivation
of employees or officers of the Company. All employees (full and part-time) and consultants will be eligible to participate in the
Plan after a qualifying period of 6 months’ employment (or, in the case of a consultant, having provided consulting services on
a continuous basis for at least 6 months). The allocation of options to each employee, officer or consultant is in the discretion
of the Board. Each option is to subscribe for one fully paid ordinary share in the Company and will expire 5 years from its date
of issue. An option is exercisable at any time from its date of issue. The total number of shares the subject of options issued
under the plan, when aggregated with issues during the previous five years pursuant to the plan, must not exceed 10% of the
Company’s issued share capital.

None of the options listed above are classified as granted under the Company Employee Share Option Plan (ESOP) due to ASX
listing Rules 10.1 and ASIC class order requirements. The options whilst not being issued under the ESOP are governed by the
Company’s ESOP rules.

Capital Management

The management’s objectives when managing capital are to ensure that the group can fund its operations and continue as a
going concern.

The management monitors capital on the basis of expenses cover times ratio. This ratio is calculated as cash and cash
equivalent divided by loss before income tax, depreciation, impairment and fair value adjustment as shown on the statement of
financial position and statement of comprehensive income respectively.

There are no externally imposed capital requirements.

There have been no changes in the strategy adopted by management to control the capital of the group since the prior year,
which is to maintain the expenses cover times at greater than 1. The ratios for 30 June 2011 and 30 June 2010 are as follows:

Consolidated

2011 2010

$ $

Cash and cash equivalent 6,344,151 1,940,375

Loss before income tax 3,103,174 4,085,557
Less items before income tax

Depreciation (181,186) (139,631)

Impairment 342,616 (342,616)

Fair value adjustment 2,300 (43,700)

Loss before income tax, depreciation, impairment & fair value adjustments 3,266,904 3,559,610

Expenses cover times 1.94 0.55

NOTE 11 — RESERVES
Option Reserve
The option reserve records items recognised as expenses on valuation of employee share options.

Financial Assets Revaluation Reserve

The financial assets revaluation reserve records revaluations of available for sale financial assets.
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NOTE 12 - COMMITMENTS FOR EXPENDITURE AND CONTINGENT LIABILITIES

Exploration Expenditure Commitments

The Company has certain statutory obligations to perform exploration work and expend minimum amounts of money on its
mineral exploration tenements.

The terms of current and future joint ventures, granting of new licences and changes to existing licences will impact on the
Company’s expenditure commitments.

Total annual expenditure commitments at balance date in respect of minimum expenditure requirements not provided for in the
financial statements are approximately:

Consolidated

2011 2010
$ $
Tenement maintenance commitment
Not longer than 1 year = =
Longer than 1 year and not longer than 5 years - -
Operating lease commitment
Not longer than 1 year 226,726 258,716
Longer than 1 year and not longer than 5 years 25,000 252,261
Aggregate commitment
Not longer than 1 year 226,726 258,716
Longer than 1 year and not longer than 5 years 25,000 252,261
Contingent liability
The Company is defending a litigation claim by a former employee in
relation to his dismissal. The Company has received legal advice that
it has a strong defence and should be successful. However, if this is
not the case then an additional cost may be incurred over that
recognised as a provision in the financial statements.
800,000 800,000

MARATHON RESOURCES LTD | ANNUAL REPORT 2011 | ACN 107 531 822 | PAGE 67



MARATHON RESOURCES LTD | ANNUAL REPORT 2011 | ACN 107 531 822 | PAGE 68

FINANCIAL STATEMENTS

MARATHON RESOURCES LTD

ACN 107 531 822
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2011

NOTE 13 — SEGMENT INFORMATION

The consolidated entity operates solely in the mining and exploration industry in Australia.
Identification of reportable segments

The group has identified its operating segments based on the internal reports that are reviewed and used by the board of
directors (chief operating decision makers) in determining the allocation of resources.

The group is managed primarily on the basis of cost centres since each cost centre has different cash requirements. Operating
segments are therefore determined on the same basis. The group’s operating segments are dividend into JORC compliant
resource tenements, other tenements, investments and corporate.

JORC compliant resource tenements

This relates to tenements in the group on which the group have ongoing exploration activities. Qualifying expenditure incurred
on JORC compliant resource tenements are capitalised.

Other tenements

This relates to tenements other than JORC compliant resource tenements.

Investment

This segment monitors the performance of the group’s quoted investments.

Unallocated

This relates to all other income and expenses of the group which are not directly attributed to any of the above segments.
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Segment performance TENEMENTS INVESTMENTS UNALLOCATED TOTAL
JORC
COMPLIANT
RESOURCE OTHER
YEAR ENDED 30TH JUNE 2011
Income 20,696 - - 166,705 187,401
Depreciation (121,342) = - (69,844) (181,186)
Exploration expenditure (445,684) (3,033) - (23,485) (472,202)
Overheads - - - (2,639,487) (2,639,487)
Movement in fair value
of financial assets - - 2,300 = 2,300
Net (loss) before tax (546,330) (3,033) (2,300) (2,556,111) (3,103,174)
YEAR ENDED 30TH JUNE 2010
Income - - - 125,057 125,057
Depreciation (16,465) - - (123,166) (139,631)
Exploration expenditure - (1,205,494)) - - (1,205,494)
Overheads - (86,486) - (2,992,553) (3,079,039)
Net gain on sales of
financial assets - - 257,250 - 257,250
Movement in fair value of
financial assets - - (43,700) - (43,700)
Net (loss) before tax (16,465) (1,291,980) 213,550 (2,990,662) (4,085,557)
Segment performance TENEMENTS INVESTMENTS UNALLOCATED TOTAL
JORC
COMPLIANT
RESOURCE OTHER

AS AT 30TH JUNE 2011
Total assets 16,593,900 - 125,600 6,534,960 283,254,460
Total liabilities 113,215 - - 1,140,488 1,253,703
AS AT 30TH JUNE 2010
Total assets 15,692,934 23,939 160,800 2,119,009 17,996,682
Total liabilities 43,660 - - 933,486 977,146
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NOTE 14 — FINANCIAL INSTRUMENTS

(a) Financial Risk Management

The group’s financial instruments consist mainly of deposits with banks, short-term investments, accounts receivables and

payable which are summarised as follows:

Weighted
Average Fixed Interest Non-interest
Effective Maturing Bearing
Interest Rate Within 1 Year Within 1 year > 1 year Total
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
% % $000 $000 $000 $000 $000 $000 $000 $000
Financial Assets
Loans and receivables
- Cash and cash
equivalents 5.54 4.27 6,182 1.918 82 22 80 - 6,344 1,940
- Receivables - - - - 110 61 - - 110 61
Available for sale
Financial assets - - - - 75 113 - - 75 113
Financial assets at
fair value through
profit & loss - - - - 51 48 - - 51 48
Total Financial
Assets - - 6,182 1,918 318 244 80 - 6,580 2,162
Financial Liabilities
Trade and
other payables - - - - 325 108 - - 325 108
Total Financial
Liabilities - - - - 325 108 - - 325 108

The group does not hold any derivative instruments.
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NOTE 14 — FINANCIAL INSTRUMENTS (con’t)

i. Treasury Risk Management

A finance committee consisting of senior executives of the group meet on a regular basis to evaluate management strategies in
the context of the most recent economic conditions and forecasts.

ii. Finance Risks

The Group’s financial instruments are exposed to a variety of financial risks, being Market risk (Interest rate and Price risk),
Credit risk and Liquidity risk. The group operate mainly in Australia and as such are not subject to foreign exchange risk.

Interest rate risk

The consolidated group’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate as a
result of changes in market interest rates and the effective weighted average interest rates on classes of financial assets and
liabilities summarised in the table above.

Sensitivity: At 30th June 2011, if interest rates had changed by -/+ 10 basis points from the year end rates with all other
variables held constant post tax loss would have been $ 3,800 more/less as a result of lower/higher interest income from term
deposits.

Price risk

Price risk relates to the risk that the fair value of a financial instrument will fluctuate because of changes in market prices largely
due to market forces. The group’s available-for-sale financial assets and fair value through profit and loss financial assets as
disclosed in Note 6 are subject to price risk. Investments within these 2 categories of financial assets are publicly traded on the
ASX.

Sensitivity of fair value through profit and loss financial assets

At 30th June 2011, if the market price of these financial assets had changed by +/- 10% from the year end market price with all
other variables held constant, the post tax loss would have been $ 5,060 more/less, with corresponding increase/decrease in
equity.

Sensitivity of available-for-sale financial assets.

At 30th June 2011, if the market price of these financial assets had changed by +/- 10% from the year end market price with all
other variables held constant, the group equity would have been $ 7,500 more/less, with no effect to profit and loss.

Credit risk

Exposure to credit risk relating to financial assets arises from the potential non-performance by counterparties of contract
obligation that could lead to a financial loss to the Group.

The group’s maximum exposure to credit risk are its cash and cash equivalents and receivables as noted in the table above. The
group manages its credit risk by depositing with reputable licenced banks. Other receivables are mainly due from government
as a result of the Workcover receivables, and therefore not exposed to credit risk.

Liquidity risk

Liquidity risk arises from the possibility that the Group might encounter difficulty in settling its debts or otherwise meeting its
obligations related to financial liabilities. The group manages liquidity risk by monitoring forecast cash flows and ensuring that
adequate sources of funding are available.

Maturity of the group’s financial liabilities are within 1 year.
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NOTE 14 — FINANCIAL INSTRUMENTS (con’t)

(b) Fair value

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

The Group uses various methods in estimating the fair value of a financial instrument. The methods comprise:
Level 1 — the fair value is calculated using quoted prices in active markets.

Level 2 — the fair value is estimated using inputs other than the quoted prices included in Level 1 that are observable for the
asset or liability, either directly (as prices) or indirectly (derived from prices).

Level 3 — the fair value is estimated using inputs for the asset or liability that are not based on observable market data.

The fair value of the financial instruments as well as the methods used to estimate the fair value are summarised below.

Valuation technique

Quoted Valuation technique - non market
market price - market observable observable inputs
(Level 1) inputs (Level 2) (Level 3) Total
Year Ended 30 June 2010
Financial Assets
Available for sale investment 75,000 - - 75,000
Financial assets at fair value
through profit and loss 50,600 - - 50,600
125,600 - - 125,600
Financial Liabilities - - - -
Year Ended 30 June 2010
Financial Assets
Available for sale investments 112,500 - - 112,500
Financial assets at fair value
through profit and loss 48,300 - - 48,300
160,800 - - 160,800

Financial Liabilities - - = -
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NOTE 15 — NOTES TO THE STATEMENT OF CASH FLOWS

(@) Reconciliation of cash

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and investments in money market
instruments. Cash at the end of the financial year as shown in the statement of cash flows is reconciled to the related items in
the statement of financial position as follows:

Consolidated

2011 2010

$ $

Cash on hand 750 500
Cash at call 49,815 21,766
Short-term bank deposit 6,293,586 1,918,109
Cash and cash equivalents 6,344,151 1,940,375

The weighted average effective interest rate on short-term bank deposits is 5.54% (2010: 4.27%). All deposits are for less
than 12 months.

(b) Reconciliation of Cash Flow from Operations with Loss after Tax

Consolidated

2011 2010
$ $
Loss after income tax (2,768,492) (4,085,557)
Cash flows excluded from loss attributable to operating activities:
Gain on disposal of plant and equipment (20,696) -
Gain on disposal of financial assets - (257,250)
Non-cash flows in operating loss
Depreciation 181,186 139,631
Share based payments 306,358 696,000
Fair value adjustment on financial assets (2,300) 43,700
Exploration expenditure written off 342,616 843,540
Income tax attributable to share issue costs 28,332 =
Impairment provision (342,616) 342,616
Change in assets and liabilities
(Increase) Decrease in Exploration accruals 23,937 -
(Increase) Decrease in receivables / prepayments (48,413) 339,631
Increase (Decrease) in payables 216,279 (174,427)
Increase (Decrease) in provisions 60,279 (4,095)
Net Cash provided by (used in) operating activities (2,023,330) (2,116,211)
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NOTE 16 — INVESTMENT IN CONTROLLED ENTITY

Country of Class
Entity incorporation of share
Bonanza Gold Pty Ltd  Australia Ordinary

NOTE 16 (a) - PARENT ENTITY INFORMATION

Parent Entity
Asset

Current assets
Non-current assets

Total assets

Liabilities
Current liabilities
Non-current liabilities

Total liabilities

Equity

Issued capital
Reserves
Retained earnings

Shareholder equity

Financial performance
Profit (loss) for the year
Other comprehensive income

Total comprehensive income

Interest held

Cost of investment

100% 100% 230,000 230,000
Provision for impairment (230,000) (230,000)

2011 2010

$ $

6,519,995 2,103,005

17,624,147 16,759,481

24,144,142 18,862,486

1,253,703 953,207

1,253,703 953,207

44,033,982 36,553,326

815,795 2,161,602

(21,959,338) (20,805,712)

22,890,439 17,909,216

(2,768,492) (3,560,773)

(37,500) 616,455

(2,805,992) (2,944,318)
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The Company has certain statutory obligations to perform exploration work and expend minimum amounts of money on its

mineral exploration tenements.

The terms of current and future joint ventures, granting of new licences and changes to existing licences will impact on the

Company’s expenditure commitments.

Total annual expenditure commitments at balance date in respect of minimum expenditure requirements not provided for in

the financial statements are approximately:

Tenement maintenance commitment
Not longer than 1 year

Longer than 1 year and not longer than 5 years

Operating lease commitment

Not longer than 1 year

Longer than 1 year and not longer than 5 years
Aggregate commitment

Not longer than 1 year

Longer than 1 year and not longer than 5 years

Contingent liability

The Company is defending a litigation claim by a former employee in
relation to his dismissal. The Company has received legal advice that
it has a strong defence and should be successful. However, if this is
not the case then an additional cost may be incurred over that
recognised as a provision in the financial statements.

Consolidated

2011 2010

$ $
226,726 258,716
25,000 252,261
226,726 258,716
25,000 252,261
800,000 800,000
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NOTE 17 — KEY MANAGEMENT PERSONNEL COMPENSATION

Names and positions of key management personnel in office at any time during the financial year are:

Peter Williams Chairman (non-executive) Appointed 21/05/2004

Chen Zeng Non-Executive Director Appointed 27/12/2006

Chris Schacht Non-Executive Director Appointed 24/01/2008

John Linley Chief Executive Officer Appointed 30/06/2008

Stuart Appleyard Secretary Appointed 28/01/2004

Dan Tyson Strategic Development Executive Effective 05/05/2011

lan McRae Project Manager Mt Gee Appointed 28/01/2008 Terminated 01/07/2010

Key Management Personnel Remuneration

Share-based % of Remuneration
Salary and Superannuation Payments Other consisting of
Directors Fees wages contributions Options (1) Total options
P L Williams 2011 60,000 - 5,400 96,390 50,000 211,790 46%
2010 60,000 = 5,400 59,500 = 124,900 48%
C Zeng 2011 40,000 - 3,600 - - 43,600 -
2010 40,000 - 3,600 59,500 - 103,100 58%
C Schacht 2011 40,000 = 3,600 = = 43,600 =
2010 40,000 - 3,600 59,500 - 103,100 58%
J Linley 2011 40,000 62,499 9,225 - - 111,724 -
2010 40,000 73,904 10,251 517,500 - 641,655 81%
S Appleyard 2011 - 50,000 15,400 - - 65,400 -
2010 = 45,000 20,400 = = 65,400 =
D Tyson 2011 - 187,000 16,830 84,837 - 288,667 29%
2010 - 165,418 14,888 = = 180,306 =
| McRae 2011 = - - - - = -
2010 - 105,860 31,250 - - 137,110 -
Total 2011 180,000 229,499 54,055 181,227 50,000 764,781 24%
2010 180,000 390,182 89,389 696,000 - 1,355,571 59%

Other (1) The amount of $ 50,000 represents consulting fees paid to Cluan Capital Management Pty Ltd, a company in which
the Chairman Mr P L Williams has an interest.

Mr Daniel Tyson joined the Company on 1st December 2008 to direct the Company’s HSEC development. Effective 5th May
2011 the board changed his role to executive responsible for strategic planning.
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Options issued as part of remuneration for the year ended 30 June 2011

Options

Granted Key

Management

Personnel Granted No
Peter Williams 500,000
Peter Williams 750,000
Peter Williams 750,000

Value per
Option at
Grant Date Grant Date $
16th Nov 2010 $0.229
16th Nov 2010 $0.220
16th Nov 2010 $0.215

Exercise

Price

$0.853

$1.227

$1.727

ACN 107 531 822

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

First Exercise
Date

1st Nov 2012
1st Nov 2013

1st Nov 2014

Grant of options pursuant to shareholder approval at an AGM on 16th November 2009.

Daniel Tyson 250,000

1st Oct 2010

$0.34

$0.34

22nd Oct 2010

Last Exercise
Date

1st Nov 2013
1st Nov 2014

1st Nov 2015

15th Oct 2013

Grant of options pursuant to an offer by Directors to nominated staff and consultants on 30th September 2010

All options are granted for nil consideration.

Number of Options Held by Key Management Personnel

Balance Granted as Option Net Change Balance Not Yet
01.07.2010 Compensation Exercised Other* 30.06.2011 Exercisable* Exercisable
Peter Williams 250,000 2,000,000 = = 2,250,000 250,000 2,000,000
Chen Zeng 250,000 - - - 250,000 250,000 -
Chris Schacht 250,000 - - - 250,000 250,000 -
John Linley 1,250,000 = = = 1,250,000 1,250,000 =
Stuart Appleyard - - - - - - -
Dan Tyson = 250,000 = = 250,000 250,000 =
Total 2,000,000 2,250,000 - - 4,250,000 2,250,000 2,000,000
* ‘Net Change Other’ refers to options forfeited or expired during the financial year.
Number of Shares Held by Key Management Personnel
Balance Received as Option Net Change Employment Balance
01.07.2010 Compensation Exercise Other* Cessation 30.06.2011
Peter Williams 817,600 = = 81,760 = 899,360
Chen Zeng - - - - - -
Chris Schacht 55,500 = = 5,550 = 61,050
John Linley 375,000 - - - - 375,000
Stuart Appleyard 1,590,048 - - 159,005 - 1,749,053
Dan Tyson - - - - - -
lan McRae 33,000 - - - (33,000) -
Total 2,871,148 - - 246,315 (33,000) 3,084,463

* Net Change Other refers to shares purchased or sold during the financial year.
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NOTE 18 — RELATED PARTY TRANSACTIONS
Transactions between related parties are on normal commercial terms and conditions no more favourable than those to other
parties, unless otherwise stated.

Mr P Williams has an interest in Cluan Capital Management Pty Ltd. The Company paid consulting fees to Cluan Capital
Management Pty Ltd during the year amounting to $ 50,000 (2010: $ Nil).

Mr S M Appleyard is a consultant with Lynch Meyer Lawyers. The Company’s fees to Lynch Meyer during the year amounted to
$ Nil (2010: $7,524)

Apart from the Cluan Capital Management Pty Ltd and Lynch Meyer transactions the Company has had no related party
transactions with any of its key management personnel in either the current or prior financial year.

The Company has advanced funds to its subsidiary during the year amounting to $ 467,392 (2010: $792,823). The balance
owing from the subsidiary at year end was $16,883,228 (2010: $16,413,336). These amounts have been eliminated in full on
consolidation.

NOTE 19 — AUDITOR’S REMUNERATION
Consolidated

2011 2010
$ $

Amounts received or due & receivable by the Auditor of the company for:
- auditing & review services 29,350 34,600

- other services - -

NOTE 20 — MATTERS SUBSEQUENT TO THE END OF THE YEAR

On Friday 22nd July 2011 the South Australian Government announced its intention to protect Arkaroola in the state’s Northern
Flinders Ranges by, among other things, reserving certain parts of the Arkaroola Pastoral Lease from the operation of the
Mining Act and banning mining at Arkaroola by way of enacting special purpose legislation. The reservation came into effect
by proclamation on 29th July 2011 and means that no future mining titles will be granted in the area. The Company’s Arkaroola
exploration tenement, EL 4355 (Mt Gee) is affected by this decision, as it means the Government intends this tenement will not
be renewed when it expires on 22nd February 2012.

In the second half of the financial year ended 30th June 2011, the Company raised significant new capital to carry out a drilling
program on EL 4355 and was in the process of having its DEF (Declaration of Environmental Factors) for that program approved
by PIRSA when the Government made its announcement. Subsequent to the Government’s announcement, the Company had
the option of conducting the drilling program if it so wished but decided against doing so on the basis that the Government
intends EL 4355 would not be renewed.

Over several years the Company has expended significant funds in defining a large JORC compliant uranium resource at Mt
Gee within Arkaroola. The potential for it to be proven to be much larger has now been removed. In recognition of the costs
incurred by the Company, some of which have been capitalised, the Government has indicated it would enter ‘good faith’
negotiations with the Company for payment to it of the costs incurred by the Company while exploring at Mt Gee.

At the date of this report discussions with the Government have commenced but the nature and quantum of the claim have not
been settled.

Whilst this post balance date event is a material event (and of major significance to the Company), an estimate of its financial
effect on the Company cannot be made at this stage, given the negotiations with the Government are ongoing. The potential
range of impairment of the Mt Gee assets is $0 to $16,211,764

These matters have been more fully covered in the Chairman’s address on page 6 of this annual report and in Note 1(P) to the
Accounts.
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There is no other matter or circumstance that has arisen since 30th June 2011 that has significantly affected, or may

significantly affect:

(@) the consolidated entity’s operations in future financial years, or

(b) the results in future financial years, or

(c) the consolidated entity’s state of affairs in future financial years

NOTE 21 — EARNINGS PER SHARE

Basic earnings per share
Loss used to calculate basic EPS

Weighted average number of
ordinary shares outstanding during
the year used in calculating basic EPS

Consolidated

2011 2010
$ $

(0.033) (0.053)
(2,768,492) (4,085,557)
82,297,384 77,009,663

The weighted number of share options on issue during the year is not included in the calculation of diluted earnings per share
because they are anti-dilutive for both reported years. These options could potentially dilute basic earnings per share in the

future.

NOTE 22 — COMPANY DETAILS
The registered office and principal place of business is:

Marathon Resources Limited
235 Port Road
Hindmarsh South Australia 5007
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SHAREHOLDER
INFORMATION

At the date of this report all the issued securities of the Company comprised ordinary shares none of which were subject to any
restrictions.

SUBSTANTIAL SHAREHOLDERS AT 8th September 2011

NAME FULLY PAID SHARES ORDINARY SHARES %
National Nominees Limited 19,223,947 20.85
CITIC Australia Pty Ltd 17,242,855 18.70
HSBC Custody Nominees (Australia) Ltd 7,819,988 8.48

DISTRIBUTION OF SHAREHOLDINGS AT 8th September 2011

All securities issued by the Company are fully paid ordinary shares entitling the holders to participate in dividends and proceeds
on winding up of the Company in proportion to the number of shares held. On a show of hands every holder of the shares
present at a meeting in person or by proxy is entitled to one vote and upon a poll each share counts as one vote.

RANGE TOTAL HOLDERS NUMBER OF SHARES
1-1,000 545 308,569

1,001 - 5,000 832 2,179,875

5,001 - 10,000 414 3,336,202
10,001 - 100,000 517 16,092,435
100,001 - 1,000,000 60 15,145,306
1,000,001 — maximum 8 55,145,402

Total 2,376 92,207,789

At 8th September 2011 a marketable parcel constituted 5,000 shares.

The number of shareholders holding less than a marketable parcel was - 1,302 2,113,444

TWENTY LARGEST SHAREHOLDERS AT 8th September 2011

FULLY PAID % OF ISSUED

NAME ORDINARY SHARES CAPITAL
National Nominees Limited 19,223,947 20.85
Citic Australia Pty Ltd 17,242,855 18.70
HSBC Custody Nominees (Australia) Limited 7,819,988 8.48
JP Morgan Nominees Australia Limited 3,802,101 4.12
BT Portfolio Services Limited (Warrell Holdings S/F A/C) 2,504,369 2.72
Citicorp Nominees Pty Ltd 2,226,758 2.41
FMS Pty Ltd (FMS S/F A/C) 1,199,614 1.30
HSBC Custody Nominees (Australia) Limited GSCO ECA 1,125,770 1.22
Archon Resource Technologies Pty Ltd (Bogacz A/C) 851,039 0.92
James ST Equities Pty Ltd 800,000 0.87
Wieslaw + Halina Bogacz (Archon Res Tec P/L Super A/C) 785,664 0.85
Cluan Capital Management Pty Ltd (PL Williams Family A/C) 770,000 0.84
FMS Pty Ltd (FMS Family A/C) 549,439 0.60
JP Morgan Nominees Australia Limited (Cash Income A/C) 473,125 0.51
WSL Nominees Pty Ltd 470,000 0.51
Mr Abel Tseng Hsieh Hsu 420,000 0.46
Mrs Georgia Georgaklis 415,500 0.45
Walter Carmody 400,366 0.43
Allua Holdings Pty Ltd (The DRG A/C) 400,000 0.43
Dr John Gordon Linley 375,000 0.41
Total Top 20 holders of ORDINARY SHARES 61,855,535 67.08




-
)
w
Q
a
N
N
[ee]
-
(32}
0
~
o
-
z
Q
<
-
ha
o
N
'_
o
o
a
Wi
[id
|
<<
>
z
z
<
[a)
5
7]
L
O
i
=)
(@]
%]
W
o
z
o
I
<<
fod
<
=




Corporate Directory

Directors Auditors

Peter Williams CHAIRMAN (NON-EXECUTIVE) Grant Thornton

Chen Zeng NON-EXECUTIVE Chartered Accountants

John G (Shad) Linley  CHIEF EXECUTIVE OFFICER 67 Greenhill Road

Christopher Schacht  NON-EXECUTIVE Wayville SA 5066

Company Secretary Share Registrar

Stuart Appleyard Computershare Registry Services Pty Ltd
. Level 5, 115 Grenfell Street

Mt Gee Project Manager Adelaide SA 5000

lan McRae Investor enquiries: 1300 556 161

Registered & Principal Business Office International: +61 3 9415 4000

235 Port Road

Hindmarsh SA 5007 Marathon Resources Limited

ABN 31 107 531 822

Bankers PO Box 566

National Australia Bank Hindmarsh SA 5007
22-28 King William Street Telephone: 08 8348 3500
Adelaide SA 5000 Facsimile: 08 8346 8111

admin@marathonresources.com.au

Principal Lawyers www.marathonresources.com.au

Watson Lawyers
Ground Floor

60 Hindmarsh Square
Adelaide SA 5000









