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15 July 2001

Form 604

Corporations Act 2001
Section 671B

. Notice of change of interests of substantial holder

To Company Name/Scheme

Marengo Mining Limited

ACN/ARSN

099 496 474

1. Details of substantial holder (1}

MName

Quantum Pariners LP (
"Holders"}

the "Fund"}, its related bodies corporate and the persons referred to in Annexure A (together, the

ACNIARSN (if applicable}

Not applicable

There was a change in the interests of the
substantial holder on

The previous notice was given {o the company on
The previous nofice was dated

2311212010
21/09/2009
31/08/2009

2. Previous and present voting power

The total number of voles attached to all the voting shares in the company or voiing interests in the scheme that the substantial holder or an associate (2) had a
relgvant interest (3) in when last required, and when now required, {o give a substantial holding notice to the company or scheme, are as foliows:

Class of securities (4)

Previous nofice

Present notice

Person’s votes

Voting power (5)

Person's voles

Voting power (5)

Ordinary shares

87,662,878

19.9%

187,514,834

18.87%

3. Changes in relevant interests

Particulars of each change in, or change in the. nature of, a relevant interest of the substantial hoider or an associate in voting securities of the company or
scheme, since the substantial holder was last required to give a substantial holding notice to the company or scheme are as foliows:

. . Ciass and
Bate of ;:S;ig?'ntv;!:?esr: st Nature of ;32?:?: Z%;%ﬁ -number of Person's votes
change i change (6} securities affected
changed to change {7) affected
Subscribed for shares
under private 11,433,056 ordinary
14/09/2009 Holders placement, See A$0.095 per share shares 11,433,056
Annexure B.
Subscription under .
12/08/2010  [Holders secondary offering.  |C$0.084 per share :; 519,000 ordinasy 47,619,000
See Annexure C. ’
Subscription under ) ' ]
10/12/2010  |Holders secondary offering.  [C$0.25 per share 17 200,000 0rdnary 147,200,000
See Annexure D,
Subscription under R
2371212010 Holders secondary offering.  [C$0.25 per share iﬁﬁgg’om} ordinary 23,600,000
See Annexure D.
4. Present relevant interests
Particulars of each relevant interest of the substantial holder in voting securities after the change are as follows:
Holder of Registered Person entitted Nature of Class and
relevant holder of o be regisiered relevant number of Person's votes
interest securities as holder (8) interest {6) securities
RBC Dexia Investor . ' 40,800,000 ordinary
Holders Services The Fund See Annexure A hares 140,800,000
HSBC Custody
Holders Nominees (Austrafia) {The Fund See Anniexure A 140,714,934 146,714,934
Limited - ordinary shares

Knowledge\10000677.1
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5. Changes in asso¢iation
The persons who have become associates (2) of, ceased to be associates of, or have changed the nature of their asscclation {9) with, the substantial holder in

relation to voting interests in the company or scheme are as folows:

Name and ACN/ARSN (if -
applicable) Nature of asseciation

* |Not applicable

6. Addresses
The addresses of parsons ramed in this form are as follows:

Name Address
Holders | ] 388 Seventh Avenug, New York, New York 10106 -
RBC Dexia Investor Services 155 Wellington Street West, Street Level, Toronto, ON Canada, M5V 3L3
HSBC Custody Nominees {Austratia) GPO Box 5302, Sydney NSW 2001
Limited ) -

Signature
print name  David Taylor capacity éiilﬁg;t General
Km%w*m‘““ .
sign here - ‘ . date f /
P == . 23 12 o
DIRECTIONS T e e on
{1 if there are & rumber of substantiat hoiders with similar or related relevant interests (eg. a corporation and is refated corporations, or the manager and

trustee of an equity trust), the names could be Included In an annexure to the form. I the relevant interests of a group of persons are essentially similar,
they may be referred to throughout the form as a specifically named group if the membearship of each group, with the names and addresses of members
Is clearly set out in paragraph 6 of the form. ’

(2} See the definition of "associate” in section ¢ of the t’.‘lorporations Act 2001,

(3) See the definition of "refevant interast” in sections 608 and 8718(7) of the Comorations Act 2001,
(4} The voting shares of a company constitute one class unless divided info separate classes.

{5) The perscn’s votes divided by the total vc;!es in the body corporate or scheme multiplied by 100.

) Include details of:

(&) any relevant agreement o ofher circumstances because of which the change in relevant interest occurred. if subsection 671B(4) applies, & copy|
of any document setting out the terms of any refevant agreement, and a staterent by the person giving full and accurate details of any contract,
scherne or arrangement, must accompany this form, fogether with a written statement certifying this contract, scheme or arrangement; and

(=3} any quatification of the power of 8 person to exercise, controf the exercise of, or influence the exercise of, the voting powers or disposal of the
secyrities to which the relevant Interest relates (indicating clearly the particular securities fo which the quahfcanors applies).
See the definition of "relevant agreemant” in section 8 of the Cormporalions Act 2001, '

{7} Details of the consideration must include any and ali benefils, mongy and other, that any person from whom a refevant interest wag acglired has, or may,
become entitied to receive In relation to that acquisition. Detalls must be included even if the benefif is conditional on the happening or notof a
contingency. Details must be included on any benefit paid on behalf of the substantial holder or its asscciate in relation to the acqwsnﬁons aven if they
are not paid directly 1o the person from whom the relevant interest was acquired.

8) if the substantial holder is unable to determine the identity of the person (eq. if the relevant interest arises because of an oplion) write “unknown”.

9 Give detalls, if appropriate, of the present association and any change in that association since the last substantiat holding notice.




This is Annexure A of 1 page referred to in Form 604 - Notice of change of interests of substantial holder.
o ,__:::m:—'”‘"’;»'f*"‘"—“w .
Signed: —" S D
Name: David Taylor
Title: Assistant General Counsel

Date: j\*)'/{ '(/19(0

The related bodies corporate of the Fund are associates of the Fund within the meaning of section 12(2){(a) of the
Corporations Act and have a relevant interest in the shares in which the Fund has a relevant interest pursuant {o

section 608(3) of the Corporations Act.

Soros Fund Management LLC ("SFM") serves as principal investment manager to the Fund. As such, SFM has
been granted investment discretion over portfolio investments, including the ordinary shares, held for the account
of the Fund and may be taken to have voting and investment conirol with respect to the ordinary shares acquired

by the Fund.

George Soros serves as Chairman of SFM, Robert Soros serves as Deputy Chairman of SFM and Jonathan
Soros serves as President and Deputy Chairman of SFM. As such, each of them may be taken to have voting
and investment control with respect to the ordinary shares under section §08(1).




This is Annexure B of 6 pages referred to in Form 604 - Notice of change of interests of substantial holder.

Signed:

[ S —
/",——‘c:::m ——
-

Name: David Taylor
Title: Assistant General Counsel
Date: 25, 49, /R0
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Australtan Financial Services
Licensee Number: 307723

ACN 121 452 560
ABN 52 121 452 560

BEW BOLLAKD

PRIVATE AND CONFIDENTIAL .

- IMPORTANT!
1 September 2008 Fleage fax CONFIRMATION, ADVIEE

to (+54 B) 9320 5575 or gmall {a Heh@newhvindopialsom.an
Mr David Taylor : By Tham (WST) Wetnesdiy, 2 September 2008 .

Attormey-in-Fact

Quantum Pariners LDC

ofe Boros Fund Management LLC
888 Beventh Avenue 4
New York, NY 10106

EBFF ACHEGUES TO HEW HOLLARD 5%
Fiitlsly, 4 Seplemter 2000

UsA .

Emall david taylor@eoros.com

Dear Mr, Taylor,

PLACEMENT CONFIRMATION LETTER — MARENGQO MINING LIMITED

New Holland Capital Limited (New Holland) has been appointed (under a Placement Mandate) by Marengo
Mining Limited (Marengo or the Company) to assist in the piacement {Placement} of urdinary shares
{Placement Shares) {o raise up to A$546 million at an issue price of A$0.095 per Placement Share. A
coneurrent raising will also be completed in Canada under a short form prospecius to raise up to an additiona)

$14.835 millien at AS0,096 per share.

The Placement Shares are {0 be issued in accordance with ABX Listing Rule 7.1 (and are expacted to settle
on the date set out in the Indicative Timetable in Section C). No disclosure doctiment will be lodged or issusd
in relation to the Placement, howsver a disclosure document will be lodged to facilizte secondary trading of
the Placement Shares.

You hereby irevocably agree lo subseribe for a fim number of Placement Shares subject to the terms and
conditions hereof. The purpose of this plecement confirmation letter (Placement Confirmation Letter) is to:

{a) confirm your allocation of Placement Shares (your Allocation); and
(b) confirm your Irevocable acceptance of that Aflocation and irrevocable agreement io

subseribe for that Allogation in accordance with and subject to the ferme of this Placement
Confirmation Letter (such acceptance and irevocable agreement to subscribe being your

Perth Office; Sydney Office:
Suite 7, 1207 May 5t . Level 40, Goveraor Phillip Tower,
Waest Perth, WA 8005 1 Farrer Place, Sydney NSW 2000

Austrafia Aystralia.
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GAPITAL

Firm Commitment).

A. USE OF PROCEEDS
The net funds raized will be ixsed to fund exploration on the Kombruku Progpest and surrounding sreas, the
DFS on the Yandera Project and for working capital purposes.
B. NEW HOLLAND CONFIRMATION OF ALLGCATION AND FIRM COMMITMENT
New Holtand Is pleased to re-confirm:
(&)  your Alloeation of Placement Shares (set out below); and

(b}  your jrrevocable Firm Commitment

Plagement Shares at A$0.095 11,433,056 $1,086,140.32

C. INDICATIVE TIMETABLE

The signed Confirmation Advice must be returned to New Holland by facsimile on (+§1 8) 9320 5575
or email to eh@newhollandcapital.com.au by 10am (WST) on Wednesday, 2 September 2009,

The indicativé timetable in respect of the Placement is:

et i, 2 ;

10am (WST) Wednesday, 2 September
by 2009
Cheque/EFT payment by Friday, 4 Beptember 2008
Expected trading of Placement Shares Friday, 11 September 2000

Please note that the above timetable is indicative only and may change without consultation with you
&nd, subject to the terms of this Placement Confirmation Letter, you are bound by the agreement to
subscribe for Plasement Shares notwithstanding any such changes to the timetable. All times above
are references to WST,

D. CESSATION OF YOUR OBLIGATIONS IN RESPECT OF YOUR FIRM COMMITMENT

Your obligations in respect of your Firm Commitment will terminate only if Marengoe does not
proceed with the Placement or If the Placement has not ocourred by Qctober 1, 2008,

E. ALLOCATION PERSONAL ~ PLACEMENT SHARES

Your Allocatlon of Placement Shares, your Firm Commitment and the agreement arising from this
Placement Confirmation Lefter is personal to you snd does not constitute an offer to any other
persoh of {o the public generally in Australia or anywhere else. You may not assigh, transfer, or in
any other manner, deal with your Allocation of Placement Shares, or your rights or obligations under

Perth Office: Sydney Office:
Suite 7, 1297 Hay 5¢ Level 40, Governor Phillip Tower,
Waest Perth, WA 6005 1 Farrer Plage, Sydnay NSW 2000

Australia
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this Placement Confirmation Letter except to your afiifiates without the prior written agreement of
New Hulland and in accordance with all relevant legal requirements.

F. TRADING IN PLACEMENT SECURITIES

The Company will apply to ASX for the Placement Shares to be admitted o official guotation and
ihey will rank pari passu in all respects with the existing listed stapled securities of the Company,
Pleage note that Market Parficipants (as defined in the ASX Market Rules) cannot deal in the
Placetnent Shares, either as printipal or agent, untll quotation is granted by the ASX in respect of
the Placement Shares, :

The National Guarantee Furid will not cover settferment of transactions In the Placement Securities
before commencement of trading of the Placement Shares on SEATS.

G. REPRESENTATIONS, WARRANTIES AND AGREEMENTS BY INVESTORS .

You represent, wairant and agree for the beneft of the Company, New Holland and their respective
effiliates, that as at the date you return the Confirmation Advice to New Holland and as at the date of
settlement of the Placement Shares that;

@y You are one of the following;

{iy a "Sophisticated Investor” under section 708(8) of the Corporations Act 2004
{Corporations Act); ‘

i} & “Professional Investor” under section 708(11) of the Corgorations Act ar
(] a "Financial Services Licensee” under section 708(10) of the Corporations Act.

@ﬁ;ﬂf\fou g0 not require a disclosure document. under the Corporations Act In relstion to the
Flacement and you acknowledge that no prospectus or other disslosure document has been
prepared in connection with the Plagement. A disclosure docurment will be lodged fo facifitate
secondary trading of the Placement Sheres,

(¢} You have made and relied upon your own assessment of the Company and have conducted
your own investigations with regpect to the Placement Shares and the Company including,
without limitation, the particular tax consequences of purchasing, owning or dispasing of the
Placement Shares in light of your particular situation as well as any consequences arising
under the taws of any other taxing jurisdiction,

(d) You have such knowledge and expetience in financial and business matters that you are
tapable of evaluating the merits and risk of a subseription for Placement Shares for yourself
and each other person (f any) for whose accounts you are subscribing for any Placement
8hares and you have determined that the Placement Shares are a suitable Investment for
yourself and each other pergon (if any) for whose accounts you are acquiring any Placement
Shares, both in nature and the aumber of Placement Shares being acquired. :

(8) You and each other person (if any) for whose secount you are acquiring any Placement
Shares have the financial ability {o bear the ecenomie risks of the investment in the Placement

Shares.

{f) You acknowlige that no formal offering memorandum, prospectus or other disclosure
document has been or will be prepared, lodged with the Austrafian Sgeurities and Invastment

Perth Office: Syengy Office:
Suite 7, 1297 Hay 5t Level 40, Gavernor Phillip Tower,
West Parth, WA 6608 1 Parrer Place, Sydney NSW 2000

Australia
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Commission or delivered to you in connection with the Placement under the Corporations Act
or any ofher law or reguiation of any jurisdiction.

You acknowledge that this Offer does not constitute a securities recommendation or financial
product advice with respect fo securities and that New Holland and the Company have not
had regard to, and you have had regard to, your parficulsr objectives, financial situation or
needs,

You acknowledge that an investment in the Placement Shares invoives risk and. confirm that
you have considered such rigk in deciding whether to purchase any Placement Shares.

You acknowledge and agree that New Holland is not responsible for the accuracy or
completeness of, and have ne obligation to enforce, the representations and warranties given
by the Company to New Holland in the Placement Mandate.

You acknowledge and agree that the Placement Shares will be issued to you with a view that
offers for sale of the Placement Shares can be made in reliance on section 708A of the
Corporalions Act,

You have informed yourself as to the terms of section 708A of the Corporations Act, In
pariicular, you confim that you understand: that there may be restrictions on resale of the
PMacement Shares without a disclosure document within 12 months issue if a placement
exemnption does not apply or ceases to apply. However, as a disclosure document will be
lodged to facilitate secondary trading of the Plagemant Shares no such resale restrictions will
apply with respect to the Placing Shares,

You are aware that publicly available information about the Company, its sscurifies, the
Placement and the use of proceeds can be obiained from the Australian Investments and
Securities Commission and ASX (including ASX's website at hiip/iwww.asxcomau  You
acknowledge that the content of any website has not been approved by New Holland.

Excapt for any liability which cannot by law be excluded, you acknowladge that nons of New
Holland, the Company, or any of their respective related bodiss corporate, or any direclors,
officers, employees or advisers of New Holland or the Company, or any of their respective
related bodies corporate, accept any responsibility or form of Habiity in relation to the
Placement gnd the Plagement Shares and that the Company and New Helland will have no
liabitity to you should you not be able fo offer for sale the Placement Bhares at any time or
from time fo fime in the event that any class order does or does not continue to apply t0 any
such offer for sale of the Placement Shares by yourself. You agree io refease New Holland,
the Company and all of their respeciive related bodies corporate, and any directors, officers,
amployees and advisers of any of them, from all claims, demands and proceadings ("Claims”)
which yeu may have or claim {o have against New Holland, its related bodies corporate, or the
Company in connection with the Placement, except in connection with any Claims arising out
of the negligence, fraud or wilful misconduct of any such person,

Except to the extent that liability cannet by law be excluded, you acknowledge that neither
New Holland, the Company nor any of their respactive related bodies corporate, or any
directors, officers, employees or advisers of New Holland or the Company (their "affiliates"), or
any of their respective related bodies corporate, accept any responsibility in relation to the
Placement or the Placement Shares. You agree 1@ release the Company, New Holland and
each of their respective affiliates from &ll Claims which you may have, or claims against any of
them in connection with the Placement, except in connection with any Claims arising out of
the negligenca, fraud or wilful misconduct of any such person.

You understand that the offer and sele of the Placement Shares has not been, and wii not be,
registered under the US Securifies Act of 1933 (US Securities Act) or the Jaws of any state or
other jurisdiction in the United States. Therefore, you agree that you will not offer, sell, piedge,
transfer or otherwise digpose of any Placement Shares in the United Stetes or to 2 U.S. person

Perth Office:
Sulte 7, 1297 Hay 5t R ) Level 40, Governor Phillip Tower,
west Perth, WA 60058 1 Farrer Place, Sydney NSW 2000

Austealiz

Sydniey Office:
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(a8 defined in Regulation § under the US Securities Act (i) unless and untll the Placement
Shares are registered under the Securilies Act (which you acknowledge the Company has no
obligation to do) or (i) in a transaction exempt from, or not subject fo, the registration
requirements of the US Securities Act or the laws of any state or other jurisdiction In the United
States. .

You agree that, in the future, if you or any other person for whose account or benefit you are
acquiring the Placement Shares decides to sell or otherwise transfer any Placement Shares,
you will only do so, and you will inform such other person that it may only do so, if the offer
and sale of such Placemeni Shares are (i) registered under the Securities Act (which you
acknowiedge the Comparny has no obligafion to do); or (i) made outside the United States In
aceordznce with Regulation B under the US Securities Act. Notwithstanding the foregoing,
you may sell Placement Shares in regulay brokered transactions on ASX if neither you nor the
person acting on your behalf khows, or has reagon to know, that the sale hag been pre-

‘arranged with, or that the purchaser is, a person in the United States.

i you fail to meet any obligation to apply (or procure applications) for all or part of your Firm
Commitment of Placement Shares to you by the time required by the Flacement Confirmation
Letter, New Holland may without notice te you apply {or procure on ferms that a ird. party
applies) for those Placement Bhares and in addiion to any other ohligations under the
Flacement Gonfirmation, Letier you indemnify New Holland for any cost or loss associated with
s0 doing (including any loss on sale of those Placernent Shares within 6 months of aliotment).

If you are acquiring any Placement Shares for an account of one or more parsons, you have full
pawer to make the foregoing acknowledgments, representations, warranties and agreements on
behalf of each such person and you will take remsonable steps 1o ensure that sach such person
will comply with Ifs ebligations hersin. ‘ .

You acknowledae that no person is authorised fo give any informaton or make
representations in respest of the Placement Shares and, if given or made, such information or
represenlations will not be relied on as. having been authorised by the Company, New
Holland, their respective affiliates or related bodies corporate or any other person, nor wilf any
such person have any lisbifity or responsibility for them,

You have not relied on any investigation that New Holland or any affiliates of New Holland or
any persons acting on its behalf may have conducted with respaet to the Placement Shares or
the Company. None of such persons has made any representation to you, exprese or
implied, with respect to the Placement Shares or the Company. ‘

You acknowledge and agree thet New Helland and the Cempany take no responsibility for
and are not fiable for any loss, direct or indirect, or damage suffered by any person in the
event that the Placement Shares are, or become, subject fo any fransfer restrictiong in any
junisdiction.

You are not a Related Parly (as defined in section 225 of the Corporations. Act of Australia or
the ABX Listing Rules) of the Campany and you are not an Associate {as defined in Division 2
of Part 1.2 of the Corporations Act) of the Company and are not acting on behalf of or for the
benefit of a Related Party or an Associate. :

You confirm that you are a person to whom an offer under this Placemant Confirmation Letter
can lawfully be made under all applicable laws, and to whom the Placement Shares can
lawfully be issued under, and without causing Naw Helland or the Company to breach, any or
all applicable laws, and without the need for any prospecius or other disclosure document or

for any regisiration, iodgement or other formality.

You confirm that you are outside the United States and are not a "US person” (as defined in
Reguiation 8 under the U8 Securities Act of 1933).

Perth Qffica: .
Suite 7, 1297 Hay 8¢ : Level att, Governor Phillip Tower,
West Perth, WA 6005 1 Farrer Place, Sydney NSW 2000

Austraila

Sydney Office:
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(y) You agree to be bound by the Constitution of the Company, as amended from time to time.

b

{2} ~ You acknowledge that the Company, New Holland and their respective related bodies -

corporate are entitled to, and will, rely on the truth and accuracy of the foregoing
acknowledgements, representations, warranties and agreements,

{a®) You will make full payment for the Placement Shares aflocated fo you in accordance with the
terms set out in this Placement Confirmation Letler,

{bb) You must promptly, at your own cost, do ali things (including executing all documesnts)
neceseary pr desirable o give full effect or better effect to the terms of this Placement
Confirmation Letter

H. INDEMNITY

You agree to and must indemnify and keep ihdemnified New Holland and its respeclive related
bodies corporate, and any directors, officers, employees and advisers of New Holland and its
respective related bodies corporate (sach an Indemnified Party) against all liabilifies, abligations,
losses, damages, penalties, actions, judgemments, suits, costs, fees, expenses or disbursements of
any king whatsosver. (plus all goods and services tax for them) which may be imposed on, incurred
by or assessed against an Indemnified Party in any way relating to or arlsing out, directly or
indirectly, of any breach by you of your acknowledgements, representations, warranties and
agreements under this Placement Confirmation Letter. New Holland holds the benefit of your
indemnity for each other Indemnified Party.

. GOVERNING LAW AND JURISDICTION

This Placement Confirmation Letter and the subscription for and fssue of the Placement Shares shall
be governed by the laws of Western Australia you agree to submit to the jurisdiction of the eourls of
Western Australia and courts of appeal from them.

J. ENTIRE AGREEMENT

The terms contzined in this Placement Confirmation Letter Including, without fimitation, your
executed Placement Confirmation Advice, constitute the entire agreement among the Company,
New Holtand and you as to the Placement and your participation in the Placement to the exclusion
of all prior representations, understandings and agreements among the Company, New Holland and
you. Any variation of the terms of this agreement (including, without iimitation, your exscuted
Confirmation Advice) must be in writing signed by each of the Company, New Holland and you.

K. NOTICES

Any notice to be given refating to the offer of Placement Shares must be sent by facsimie to the
facsimile number of the party fo whom the notise is sent and will be deemed to have been given on
the suceessful transmission to that facsimile number.

L. RETURN OF CONFIRMATION ADVICE

Please sign and return a copy of the atteched Confirmation Advice to New Hofland, by
facsimile (+61 8 9320 5§575) or email to tloh@newhollandcapifal.com.au by 10am {WET)
Wednesday, 2 September 2009.

The Confirmation Advice (attached) incorporates by reference the representations, warranties and
agreements set out in this Placement Confirmation Letier regarding, among other things, your stalus
as an investor, the terms of the Placement and certain offering and resale restrictions in relation
thereto, including offering and resale restrictions under the Corporations Act.

Perth Qffice: Sydney Qffice:

Sulte 7, 1297 Hay st ' : Level 40, Governor Phillip Tower,
West Perth, WA 6005 . -1 Farrer Place, Sydney NSW 2000

Australia
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Signedk---/ﬁf_@ .

Name: David Taylor~
Title: Assistant General Cnnnaal

Date: R /\-2' /o0




Neo securities regrlatory authority has expressed an opinion abont these securitics and it Is an offence to clalm otherwise. This short forin prospectus constitutes q
public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and only by persons permitted to sell these securities in these
Jjurisdictions. These securities have not been and will hot be registered under the United States Secnrities Act of 1933, as amended, or any state securities laws and
may not be offered or sold in the United States or to United Stafes persons except in compliance with the registration requirements of the United States Securities Act
of 1933, as amended, and applicable state securities laws or under exemptions from those laws. See “Plan of Distribution.”

Information has been incorporated by reference in this short form prospectus from documents filed with securifles commissions or similar authorities in Canadu
Copies of the documenis incorporated herein by reference may be obtained on request without charge from the Company Secretary of Marenge Mining Limited at
Level 2, 9 Havelock Streef, West Perth, Western Australin, 6003, telephone +618 9429 0000, and are also avaitable electronically under the Company's profile at

SHORT FORM PROSPECTUS

“New Issue . July 29, 2010

ABN 57 (699 496 474

C$20,160,000

240,000,000 Units

fTius short form prospectus qualifies the -distribution (the “Offering™) by Marengo Mining Limited (“Marengo” or the
f“tompany”) of an aggregate of up to 240,000,000 units of Marengo (the “Units™) at a price of C$0.084 (A$0.09) per Unit
e “Offering Price™), pursuant to the terms of an agency agreement dated as of July 29, 2010 (the “Agency Agreement”)
bétween Marengo and Paradigm Capital Inc. (“Paradigm’) and Fraser Mackenzie Limited (collectively, the “Agents”).

The Offering Price was determined by negotiation between Marengo and Paradigm (for and on behalf of the Agents). Each
Linit consists of one ordinary share in the capital of the Company (a “Unit Share™) and a free aftaching one-quarter of one
rdinary share purchase warrant,of the Company {each whole ordinary share purchase warrant, a “Warrant”). Each whole
X W arrant will entitle the holder thereof to acquire one ordinary share in the capital of the Company (a “Warrant Share™) at
“dn exercise price of C$0.116 (A$0.125) for a period of three years from the date of the closing of the Offering. This short
‘form prospectus qualifies the distribution of the Unit Shares and the Warrants.

The outstanding ordinary shares of the Company (the “Ordinary Shares”) are fisted and posted for trading on the
Australian Securities Exchange (the “ASX™) and the Port Moresby Stock Exchange (the “POMS0eX™) under the symbol
‘MGO™ and on the Toronto Stock Exchange (the “TSX”) under the symbol “MRN”. On July 28, 2010, the last trading day
n the ASX before the filing of this short form prospectus, the closing price of the Ordinary Shares on the ASX was
X%0.10. On July 27, 2010, the last trading day on which the Ordinary Shares traded on the TSX before the filing of this
short form prospectus, the closing price of the Ordinary Shares on the TSX was C$0.08.

L An investment in the Units is speculative and involves significant risk. See “Risk Factors” and “Cautionary
“Statement Regarding Ferward-Looking Information™. Prospective investors should carefully review and evaluate these
tors before investing in the Units,

Price: C$0.084 per Unit

Price to the Net Proceeds to
Public Agents’ Fee! Marengo®
CPerUnit B C$0.084 C$0.00504 C$0.07896
 Total R i C$20,160,000  C$1,209,600 C$18,950,400

Notes:



(1) Pursuant to the Agency Agreement, the Company has agreed to pay to the Agents a cash fee (the “Agents’ Fee™) equal to 6% of the gross
proveeds of the Offering, except for any order from Sentient Executive GP {1, Limited (“Sentient”) on which only a cash commission equal to
1.5% of any such proceeds will be received, payable on the Closing Date (as defined herein). As additional compensation, the Agents will be
granted compensation options (the “Compensation Options™) entitling the Agents to subscribe for that number of ordinary shares in the capital
of the Company (the “Option Shares™) as is equal to 5% of the number of Units issued and sold under the Offering, except for any purchases
made by current insiders of the Company. Each Compensation Option shall entitle the holder thereof to acquire one Option Share at the Offering
Price for period of 24 months following the Closing Date. This short form prospectus qualifies the distribution of the Compensation Options.
Unfess otherwise indicated, it is assumed that no Units will be issued to Sentient and that the Agents’ Fee will be payable on the total number of
Units to be issued pursuant to the Offering. See “Plan of Distribution”.

(2)  Afler deducting the Agents’ Fee and before deducting expenses of the Offering, estimated to be C$500,000, which will be paid from the proceeds

of the Offering,
Maximum Size or Number
Agents” Position of Securities Available Fxercise Period Exercise Price
Compensation OPHOBS ..o . 12,000,000 Any time but not later than 24 C$0.084
-y months after closing of the
Offering

“The TSX has conditionally approved the listing of the Unit Shares, the Warrant Shares and the Option Shares issuable upon

exercise of the Compensation Options on the TSX on or before September 10, 2010. Listing is subject to the Company
Hfulfilling all of the listing requirements of the TSX. In accordance with the listing rules of the ASX and the POMSoX,
Marengo will also apply for official quotation of the Unit Shares, the Warrant Shares and the Option Shares issuable upon
f-éxercise of the Compensation Options on the ASX and the POMSoX.

’f'he Agents, as principals, conditionally offer the Units on a best efforts basis, subject to prior sale, if, as and when issued
by the Company and accepted by the Agents in accordance with the conditions contained in the Agency Agreement referred
2246 under “Plan of Distribution” and subject to the approval of certain legal matters on behaif of the Company by Fraser

Milner Casgrain LLP, and on behalf of the Agents by Cassels Brock & Blackwell LLP. In connection with the Offering and
wr-smbject to applicable laws, the Agents may over-allot or effect transactions that are intended to stabilize or maintain the
market price of the Ordinary Shares of the Company at levels other than that which might otherwise prevail in the open

market for a limited period after.the date on which the Offering is completed. Such transactions, if commenced, may be
cﬁscontmued at any time, and must be brought to an end after a limited period. See “Plan of Distribution”.

““’Subscriptions for the Units will be received subject to rejection or allotment in whole or in part and the right is reserved to
- ¢lose the subscription books at any time without notice. Certificates representing the Unit Shares and the Warrants will be
" .dgsued in registered form on the date of closing, which is expected to occur on or about August 11, 2010, or any other date
. -on which the Company and the Agents may agree, but in any event not later than 42 days after the date of the receipt for
¢ this short form prospectus (the “Closing Date”),

~Marengo’s registered and head office is located at Level 2, 9 Havelock Street, West Perth, Western Australia, 6003,

Marengo is incorporated under the laws of a foreign jurisdiction and both the Company and a majority of the directors and

fficers of Marengo reside outside of Canada. Although the Company and the directors and officers that signed this short

fﬁrm prospectus have appointed Fraser Milner Casgram LLP, 1 First Canadian Place, 100 King Street West, Suite 3900,

~Tarbnto, Ontario, M5X B2 as its agent for service of process in Canada, it may not be possible for investors to enforce
judgments obtained in Canada against Marengo or any of its directors or officers residing outside of Canada.
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DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by reference im this short form prospectus from
documents filed with securities commissions or similar authorities in Canada. Copies of the
documents incorporated herein by reference may be obtained on request without charge from the
Company Secretary of Marengo at Level 2, 9 Havelock Street, West Perth, Western Australia, 6005,
tefephone +618 9429 0000, and are also available electronically under the Company’s profile at
www.sedar.com.

The following documents of the Company, filed with the securities commissions or similar
authorities in the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New
Brunswick and Nova Scotia, are specifically mcorporated by reference into and form an mtc&,ral part of
this short form prospectus:

{(a) annual information form of the Company dated September 28, 2009 for the financial year
ended Fune 30, 2009 (the “Annual Information Form™);

(b) audited annual consolidated financial statements of the Company as at, and for the
financial year ended June 30, 2009, together with the auditors® report thereon dated
September 17, 2000 and the notes thereto;

{c) management’s discussion and analysis of financial condition and results of operations for
the financial vear ended June 30, 2009;

{d) unaudited interim consolidated financial statements of the Company as at, and for the
three and nine month periods ended March 31, 2010, together with the notes thereto;

{e) management’s discussion and analysis of financial condition and results of operations for
the three and nine month periods ended March 31, 2010;

{f) explanatory statement and management information circular of the Company dated June
30, 2009 prepared in connection with the general meeting of shareholders held on July
30, 2009, together with the addenduwm thereto dated July 9, 2009,

() management information circular of the Company dated September 30, 2009 prepared in
connection with the annual general meeting of shareholders hekl on November 5, 2009;

(h) explanatory statement and management information circular of the Company dated A;ﬁri]
23, 2010 prepared in connection with the general meeting of shareholders held on May
31, 2010; and '

{i) material change report of the Company filed on September 10, 2009 in connection with
the completion of the Company’s 2009 Canadian prospectus offering and Australian
private placement.

A reference herein to this short form prospectus also means any and all documents
incorporated by reference in this short form prospectuns. Any document of the type referred to
above, including audited annual consolidated financial statements, unaudited interim consolidated
financial statements and the related management’s discussion and analysis, material change reports
(excluding confidential material change reporis), any business acquisition reports, the content of



any news release disclosing financial information for a period more recent than the period for
which financial informatien is deemed incorporated by reference in this short form prospectus and
certain other disclosure documents as set forth in Item I1.1 of Form 44-101F1 of National
Instrument 44-101 of the Canadian Securities Administrators filed by the Company with the
securities commissions or similar regulatory authorities in Canada after the date of this short form
prospectus and prior to the termination of the Offering shall be deemed to be incorporated by
reference in this shert form prospectus.

Any statement contained in this short form prospectus or in a document incorporated or
deemed to be incorporated by reference herein shaill be deemed to be modified or superseded for
the purposes of this short form prospectus, to the extent that a statement contained herein or in any
other subsequently filed document which also is or is deemed to be incorporated by reference
herein modifies or supersedes such statement. Any statement so modified or superseded shall not
constitute a part of this short form prospectus, except as so modified or superseded. The modifying
or superseding statement need not state that it has modified or superseded a prior statement or
includes any other information set forth in the document that it modifies or supersedes. The
making of such a modifying or superseding statement shall not be deemed an admission for any
purposes that the modified or superseded statement, when made, constituted a misrepresentation,
an untrae statement of a material fact or an omission to state a material fact that is required to be
stated or that is necessary to make a statement not misleading in light of the circumstances in which
it was made. ' :

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Certain information in this short form prospectus, including all statements that are not historical
facts, constitutes forward-looking information within the meaning of applicable Canadian securities laws.
Such forward-fooking information includes, but is not limited to, information which reflect management’s
expectations regarding Marengo’s future growth, results of operations (including, without Hmitation,
future production and capital expenditures), performance (both operational and financial) and business
prospects (including the timing and development of new deposits and the success of exploration
activities) and opportunities; Often, this information includes words such as “plans”, “expects” or “does
not expect”, “is expected”, “budget”, “scheduled”, “estimates”™, “forecasts”, “intends”, “anticipates”™ or
“does not anticipate” or “believes” or variations of such words and phrases or statements that certain
actions, events or resulis “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved,

In making and providing the forward-looking information included in this short form prospectus,
the Company has made numerous assumptions. The assumptions include, among other things,
assumptions regarding: (i) the accuracy of exploration results received to date; (ii) anticipated costs and
expenses; (iii) the accuracy of the Company’s mineral resource estimate; (iv) the future price of copper
and molybdenum; and (v) that the supply and demand for copper, molybdenum, and other metals develop
as expected. Although management believes that the assumptions made and the expectations represented
by such information are reasonable, there can be no assurance that the forward-looking information will
prove to be accurate. By its nature, forward-looking information is based on assumptions and involves
known and unknown risks, uncertainties and other factors that may cause the Company’s actual results,.
performance or achievements, or industry results, to be materially different from future results,
performance or achievements expressed or implied by such forward-looking information. Such risks,
uncertainties and other factors include, among other things, the following: (i) need for additional
financing to develop the Yandera Project; (ii} exploration and development risks; (ii) the risk that the
proceeds of the Offering are not applied effectively; (iv) sustained or continued decreases in the price of
copper and molybdenum; {v) the risk that the Company will not obtain a renewal of exploration licence



1416; (vi) current global economic conditions; (vii) structural subordination of the Ordinary Shares; and
(viii} ditution from the future issue or sale of Ordinary Shares. -

This short form prospectus (see “Risk Factors™ and the Company’s interim and annual
management’s discussion and analysis incorporated herein by reference contain additional information on
risks, uncertainties and other factors relating to the forward-looking information. Althoughi the Company
has attempted to identify factors that would cause actual actions, events or results to differ materially
from those disclosed in the forward-looking information, there may be other factors that cause actual
results, performances, achievements or events not to be as anticipated, estimated or intended. Also, many
of the factors are beyond the Company’s control. Accordingly, readers should not place undue reliance on
forward-looking information. The Company undertakes no obligation to reissue or update forward-
looking information as a result of new information or events after the date of this short form prospectus,
except as may be required by law. All forward-looking information disclosed in this short form
prospectus is quatified by this cautionary statement.

Additional information about the Company and its business activities is available under the
Company’s prof’ ite on SEDAR at www.sedar.com.

ELIGIBILITY FOR INVESTMENT

In the opinion of Fraser Milner Casgrain LLP, counsel to the Company, and Cassels Brock &
Blackwell LLP, counsel to the Agents, based on the provisions of the Income Tax Aet (Canada) (the “Tax
Act™), the regulations thereunder (the “Regulations™) and certain proposed amendments to the Tax Act
and the Regulations publicly announced by or on behalf of the Minister of Finance (Canada) prier to the
date hereof, provided that the Unit Shares and Warrant Shares are listed on a “designated stock
exchange”, as defined in the Tax Act, which includes the ASX and the TSX, on the Closing Date, the
Unit Shares, the Warrants and the Warrant Shares will, on that date, be qualified investments (“Qualified
Investments™) under the Tax Act and the Regulations for trusts governed by registered retirement savings
plans, registered retirement income funds, registered disability savings plans, deferred profit sharing
plans, registered education savings plans and tax-free savings accounts (“"TFSAs™), each as defined in the
Tax Act (collectively, “Plans™), provided in the case of the Warrants, the Company deals at arm’s length
with each person who is an annuitant, a beneficiary, an employer or a subscriber under or a hoider of,
such Plan.

‘The Unit Shares, the Warrants and the Warrant Shares, if issued on the date hereof, will not be a
“prohibited investment” for a trust governed by a TFSA provided, for purposes of the Tax Act, the
holder deals at army’s length with the Company and does not have a ““significant interest’’ {within the
meaning of the Tax. Act) in the Company or in any corporation, partnership or trust with which the
Company does not deal at arm’s length.

Notwithstanding the foregoing, if the Unit Shares, the Warrants or the Warrant Shares are a
“*prohibited investment’” for the purposes of a TFSA, or if an “‘advantage™ (as defined in the Tax Act for
purposes of the TFSA rules) in relation to a TFSA is extended to the holder or a person who does not deal
at arm’s length with the holder, a holder of such TFSA will be subject to penalty taxes as set out in the
Tax Act and, based on proposed amendments to the Tax Act, other tax consequences may result. Holders
of trusts governed by the TFSA rules should consult their own tax advisors to ensure that the Unit Shares,
Warrants and Warrant Shares would not be a prohibited investment in their particular circumstances.



CURRENCY PRESENTATION AND EXCHANGE RATE INFORMATION
The Company reports in Australian dollars. Accordingly, unless otherwise indicated, all
references to “A$” or “dollars™ in this short form prospectus refer to Australian dollars, “C$” refers to
Canadian dollars, *“US$” refers to United States dollars and *PGK” refers to Papua New Guinean kinas.

The high, low, average and closing exchange rates for Canadian dotlars in terms of Australian

“dollars and Canadian dollars in terms of United States dollars for each of the two years ended June 30,

2009 and 2008 and the nine month periods ended March 31, 2010 and 2009, as quoted by the Bank of
Canada, were as follows:

Canadian dollar per Australian dollar High Lo Average“’ Closing
Year ended June 30

2000 OO RO SUOTURUPOIOS $0.9822 $0.7524 $50.8633 $0.9363
008 s et earee $0.9782 $(}.3389 80,9054 $0.9740
Nine Months ended March 31 ' '

41 ¢ USSP RO 30,9822 30,8845 $0.9382 $0.9512
b 2114 OV PO AP RRU OO PPUPRRRINt $0.9822 $0.7524 $0.8547 $0.8726
Canadian dollar per United States dollar High Low Avcrage“) Closing
Year ended June 30

A4 P SO UU SO PPTOUT VP RUOUR PPN ) $1.3000 31,0016 $1.16506 $1.1625
2008 ettt $1.0755 $0.917¢ $1.0104- §1.0186
Nine Months ended March 31

200 s e $i.1635 FLOI13 $1.0648 $1.0136
ZO0G e e e 51.300 $1.0016 $1.1660 $1.2602
Notes:

(1) Calculated as an average of the daily noon rates for each period,

On July 28, 2010, the Bank of Canada noon spot exchange rate for the purchase of one Australian
dollar using Canadian dollars was C$0.9246 (C$1.00 = AS1.0815).

On July 28, 2010, the Bank of Canada noon spot exchange rate for the purchase of one United
States dollar using Canadian dollars was C$1.0357 (C$1.00 = US$0.9655}.

On July 28, 2010, the Reserve Bank of Australia exchange rate for the purchase of one Papua
New Guinean kina using Australian do%lar% was AS0.4156 (A$1.00 =PGK 2.4059).

FINANCIAL INFORMATION

The financial statements of the Company incorporaied by reference in this short form prospectus
are reported in Australian dollars and have been prepared in accordance with International Financial
Reporting Standards rather than Canadian generally accepted accounting principles and may not be
comparable to financial statements of Canadian issuers. Marengo has not, and is not required to, provide a
reconcitiation of its financial statements to Canadian generally accepted accounting principles.



THE COMPANY

Corporate Structure

Marengo was incorporated under the Corporations Act 2001 (Cth) (Australia) on February 6,
2002, Marengo listed on the ASX on November 13, 2003 upon the issuance of 17.5 million Ordinary
Shares for gross proceeds of A$3.5 million and subsequently listed on the POMSoX on November 10,
2006. On April 15, 2008, following a public offering of 44,736,843 Ordinary Shares for gross proceeds of
C$8.5 million by way of a long form prospectus, the Ordinary Shares were listed and commenced trading
on the TSX, :

Marengo has one subsidiary, Marengo Mining (PNG) Limited (“Marenge PNG™). Marengo
PNG is wholly and directly owned by Marengo. Marengo PNG was incorporated under the laws of Papua
New Guinea on February 21, 2005. Marengo PNG holds the Company’s interest in the Yandera Project
(as defined below). ' ‘

Unless the context otherwise requires, references in this short form prospectus to the “Company”
are references to Marengo and Marengo PNG, together.

Overview

Marengo is an exploration and feasibility stage mining company. Marengo’s principal asset'is a
100% interest in a copper-molybdenum-gold deposit located in Madang Province, Papua New Guinea
(the “Yandera Project™). Papua New Guinea is located within the “Ring of Fire”, between West Papua
and New Zealand. Management beHeves each of Barrick Gold Corporation, China Metallwrgical Group
Corporation, Lihir Gold Limited, Newcrest Mining Limited and Harmony Gold Mining Co. Ltd. to be
currently operating in Papua New Guinea. The following map highlights the location of the Yandera
Project relative to south-east Asia and Australia:
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The Company also owns a database of exploration and project evaluation activities (including all
exploration and drilling data, assay results from 102 diamond holes totaling 33,000 metres, resource
estimates and scoping studies) at the Yandera Project between 1970 and 1989,

In September 2006, the Company commissioned a conceptual mining study (the “CMS”) for the
Yandera Project to include a preliminary mine design and open pit optimization, metallurgical test work,
plant flowsheet design and throughput options and capital and operating cost estimates. In July 2007, the
CMS was completed and, based on the positive results thereof, the Company determined to proceed with
a definitive feasibility study {the “DFS”) on the development of the Yandera Project.

Phase | of the DFS was completed in April 2008 and comprised a comparative development
options analysis study and delivered a number of positive results. Phase 2 of the DFS commenced in May
2008 and is ongoing. Phase 2 of the DFS involves metatlurgical test work, mine design, process plant
design, tailings and concentrate pipeline design, route selection, geotechnical studies, equipment selection
and infrastructure [ayout. Phase 2 of the DFS also includes identification and consideration of options for
project infrastructure, processing facility locations and transportation in order to reduce initial capital
costs.

* The primary focus of the Company for the ensuing 12 months is to complete the DFS and to
continue a district exploration program focusing on the area below and surrounding the Yandera Central
Porplyry.

The Company currently has no source of earnings other than interest paid to it on its current cash
position. In order to fund its ongoing exploration efforts and operations, Marengo has historically raised
funds through the issuance of equity securities.

RECENT DPEVELOPMENTS

The scientific and technical information contained in this section of this short form prospectus
was prepared by or under the supervision of Peter Dendle. Mr. Dendle is a member of the Australasian
Institute of Mining and Metallurgy and a full-time employee of Marengo. Mr. Dendle is a “Qualified
Person” as defined by National Instrument 43-101 “Standards of Disclosure for Mineral Projects” (“NI
43-101"), Mr. Dendle verified the data underlying the information in this short form: prospectus prepared
by him.

For a description of: (i) the quality assurance program and quality control measures applied
during Marengo’s work programs; (ii) a summary description of the geology, mineral occurrences and
nature of mineralization found; (iii) & summary description of rock types, geological controls and
dimensions of mineralized zones at the Yandera Project; and (iv) a summary description of the type of
analytical or testing procedures utilized, sample size and the name and location of each analytical or
testing laboratory used refer to the Revised Technical Report (as defined below) and the section of this
short form prospectus titled “Details of the Yandera Project”.

Exploration

In 2007 and 2008, the Company acquired additional exploration licences (“ELs”) covering an
aggregate area of approximately 700 square kilometres (the “Additional Area™), increasing the area of
the Yandera Project to approximately 1,900 square kilometres. Due to the availability of additional
equipment and personnel, commencing in the 2008 drilling season, the Company also expanded its
exploration activities beyond the proposed open pit area and initiated a district exploration program of the

6.



area surrounding the central resource {which includes the Additional Area) as part of the district
exploration program.

From discovery in the late 1950s until March 2010, 263 diamond holes (including approximately
59 holes not included in the Revised Technical Report) have been completed at the Yandera Cenuai
Porphyry fora total of approximately 83,840 metres drilled.

District Explovation

During 2009, a helicopter mounted magnetic and radiometric survey was completed over a
significant portion of the Yandera Project area. This survey was flown on 100 metres line spacing, at an -
approximate flying height of 60 to 80 metres.

The following map shows areas of mineral prospectivity identified by the magnetic and
radiofuetric survey, relative to the Yandera Project area:

Yandera Project — Airborne Geophysics




Processing of the airbome geophysical data was recently completed and indicates a number of
potential regional targets for follow up exploration, in addition to those previously identified from earlier
regional exploration programs.

The first drilling undertaken on a prospect outside of the Yandera Central Porphyry was carried
out at the Kombruku prospect during the latter part of 2009 and a 10 hole diamend drilling program was
completed by December 2009, resulting in a number of narrow mineralized intercepts, the best of which
was 3 metres @ 0.46% Cu. A reappraisal of a dataset from an Induced Polarization geophysical program,
previously completed at the Kombruku prospect, has indicated the possible presence of an as yet untested

porphyry target.

The Company will continue to focus its district exploration programs in areas where any
discoveries could have an impact on the Yandera Central Porphyry, however, general prospecting work is
also planned for the more regional strike extensions to the north-west and south-east.

Resource Drilling

Drilling initially focused on infilling the Gremi and Omora zones of the central porphyry system.
In-pit drilling in the Gremi and Omora zones identified some higher grade intercepts, highlighting the
potential to enhance the mine design to target higher grade zones earlier thereby accelerating potential
cash flow. During the latter part of the 2008 drilling season, exploration continued along the strike
extensions to the north-west and south-east targeting the Gremi-Omora, Imbruminda, Gamagu and
Mumnogoi zones. From this drilling, additional zones of mineralization within the central porphyry were
identified, particularly at Mumnogoi and Gamagu.

The more significant of the results obtained are set out below: .
" Hole Zone From To Width Cu% Mo Aug/it Aggpit Cu

o m m @ pe0t b
YD 214 Gremi-Omora 45 57 12 0.91 223 0.14 553 L15
YD 228  Gamagu 60 78 18 0.94 188 0.21 555 LI3
. 123 183 60 0.66 67 0.1 3.52 0.73
YD 229 Gamagu 54 147% 93 0.36 10 0.25 2.75 0.3
YD 237  Mumnogoi 18 108 90 029 71 0.02 2.64 0.36
YD 238  Mumnogoi 171 201 30 0.30 61 0.02 2.71 0.36

YD240  Imbruminda 303 41289 109.8 0.30 68 0.08 1.31 0.36

Notes:
(13 Copper equivalent (%) calculated as Cu%+ (Mo% x 10). Gold and silver values not included.
(2) This intersection included

From To Width Cu% Mo ppm Aught Aggh Cu Eg%™"
(m} (m) ()
165 177 12 1.53 144 0.3 10.58 148

(3) This intersection inciuded



From To Width Cu% Mo ppm Anght Angh Gu Ba%™
(m) () (m) ' .
87 123 36 0.39 10 0.49 3.99 0.40

(4y Within this intersection the following higher grade zones were noted

From Te Width Cu% Moppm  Augh Apgit Cu Eg®
) () (m) |

303 327 24 0.44 135 0.06 1.50 0.58
360 387 27 0.23 29 0.11 i.04 0.26
396 4128 i6.8 0.42 94 0.17 1.53 .51

Management believes that the foregoing results indicate that potential exists to increase the
resource at the Yandera Central Porphyry system, by expanding the known limits of mineralization and
thereby enhancing the near-term economics of the Yandera Project.

The maps set out on the following pages indicate the location of the relevant zones and drill holcs
referred to above.

Limited resource drilling was undertaken during the 2009 drilling season, whilst a focus was
placed on drill sterilization of possible infrastructure arcas togethei with exploration drilling at the
Kombruku prospect, as detaiied above.

One hole drilled during the 2009 field season (YD 245) targeted an area between the Dimbi and
Gamagu zones at the Yandera Central Porphyry. This drill hole produced the following results:

Hole Zone From To Width Cu% _ Mo  Augt Agegt CuEq%™

m  m (m RR
YD 245 Dimbi- 48 405 357 644 96 0.07 235 0.45

Gamagu

Notes:
N Copper equivalent (%) calculated as Cu%% + (Mo% x 10). Gold and silver valtues not included,
{2 This intersection included the following higher grade zones

From  To Width Cu% Me Au pht Ag gft Cu Bg%®
pom

{m) (m) (m)

192 405 213 0.34 140 0.09 2.42 0.33

258 291 33 1.04 101 0.08 3,20 1.05

381 402 19 0.67 190 0.27 3.04 0.86



IMBRUMINDA

TUMUANOGOI

,)3f1;

Extent of known »
mmerahsaﬂon

JGAMAGU

0 @ 1km

/ Cross section

9362000mN

o  Marengo diamond drifhole

i%{ Surface Cu mineralisation (2008)

indicated Resource
Inferred Resourge
Low grade core

Extent of known mineralisation

wpwml

Yandera
Village

Marengo M_#L
Base Camp n

N

Wa

| Yandera

/

v

J

]
f oy

r~

-

10.



“3m-197.55m
954.55m @0.43% Cu
85 ppm Ma
0.22 g/t Au
1.93 ppm Ag
0.51% Cu Eq

33m-252m
21219m @ 0.40% Cu
136 ppm Mo
0.03 gk Au
1.42 ppm Ag
0.54% Cu Ex

39m-375m
Mm@ 0.79%Cu
152 ppm Mo
0.005 g/t Au
2.31 ppm Ag
94% Cu

. T W2 YANDERA CENTRAL PORPHYRY
Breccia  Nolo: Cu By excludes Aug | SECTION A-B (GREMI ZONE)
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omA4Tm |
1Tm @ 0.67% Cu
158 ppm Mo
0179k Au
2.83 ppm Ag

04.83% Cu Eg

15m-225m

73 ppm Nio
0.03 g/t Au

1.74 ppm Ag
0.58% Cu Eg

21m @8.51% Cu
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Phase 2 of the DFS

In November 2008, the Company expanded the scope of Phase 2 of the DFS and extended its
anticipated completion date from mid-2009 to December 31, 2010 to consider new options for project
infrastructure, processing facility locations and transportation.

Work completed as part of Phase 2 of the DFS includes consideration of several mine site process
plant locations including geotechnical investigation of the initially proposed site and a mineral processing
trade-off study to refine the plant layout. It is currently suggested that relocating a postion of the
processing plant to a coastal location thereby separating the process site with comminution located at the
mine site and flotation located nearer the coast, may have a positive impact on capital cost estimates for
the Yandera Project. The map set out below illustrates the proposed flotation and comminution plant
locations:

i', by bR ! B
P Y RS U N
T R b i Concentrale Sy

Project

[Access Road by

S i
Yandera Mine
‘and Plant -
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As part of Phase 2 of the DFS, all comminution metalfurgical test work was completed revealing
that the ore is of average specific density, of moderate to low competence and low abrasion potential. As
a result, it is anticipated that a more relaxed grind size of 150 microns will be possxblc thereby potentially
reducing capital and operating costs

Also, metallurgical test work carried out on whole core sampiles from the Gremi and Omora zones
returned high copper recoveries of up to 92%. The test work also revealed a clean concentrate with fow
impurities below smelter penalty levels, fast flotation kinetics, and good: grind and abrasion
characteristics. Work on by-product mineral recoveries for molybdenum, gold, silver and rhentum has not
yet been completed.

Phase 2 of the DFS has also identified alternative tailings management options. The current
preference is for deep sea tailings placement which management believes to have been recently approved
for use at a nearby nickel-cobalt project and is currently being wtilized at a namber of other mining
operations in Papua New Guinea.

Work completed to date as part of Phase 2 of the DFS suggests that the Yandera Project has
reasonable hydro-electric potential. As a result, Marengo initiated a scoping study to examine possible
dam locations and prepare capital cost estimates for producing commercially economic power for the
Yandera Project. The scoping study identified 100 megawatts of potential hydro-electric power capable of
delivering 82 megawatts, The scoping study also suggested that there may be potential to sell power to
third parties. A contract has now been awarded to the Company to complete a study into the hydro-
electric potential of this region to 2 DFS level.

Approval for Issue of Shares

~ On May 31, 2010, the shareholders of the Company approved; (i} the allotment and issue of up to
287,500,000 Ordinary Shares, each at an issue price of not less than 80% of the average market price of
the Ordinary Shares (calculated over the last five days on which sales of the Ordinary Shares were
recorded before the execution of the Agency Agreement), and (ii) the grant of up to 14,375,000
Compensation Options, each at an exercise price equal to the Offering Price for a period of 24 months
following the Closing Date.

* Renewal of EL1335 and EL1416

The Company’s interest in the Yandera Project is derived from two ELs, EL[335 and EL1416.
On June 21, 2010, the Papua New Guinea Mineral Resources Authority granted the Company a renewal
of EL1335, on which the Yandera Central Porphyry is located. EL1416 expired on June 4, 2010. An
application for renewal for an additional two year term was made prior to June 4, 2010 and the Company
has no reason to believe that EL 1416 will not be renewed for an additional two year term.

Drilling Results from the Iinbruminda Zone

On July 22, 2010, the Company reported assay results from the first 984 metres vertical diamond
drill hole, YD273, at the Imbruminda zone, the north-western zone within the Yandera Central Porphyry
system. The results confirm that the large porphyry copper-molybdenum systems at the Yandera Project
extend for considerable depths below the current Joint Ore Reserves Committee (“JORC™) resource
boundaries. Marengo expects the current deep diamond drilling program to enable some of this material
to be included in the Company’s JORC compliant copper-molybdenum resource znventory which will

form the basis for the DFS.



The results for the deep vertical hole YD273 — which intersected widespread copper and '
molybdenum mineralization from near-surface through to the end of the hole at 983.70 metres — are as

follows:
From To Width Cu% Mo ppm Aught | Aggit | CuBgq%”
(m) {m) (m)
3.00 98.3.70 980.70 0.23 152 | 0.07 173 (.38
Including the following intercepts:
312.00 519.00 207.00 0.51 118 0.15 ‘ 2.41 0.63
312.00 426.00 114.00 (.40 80 0.10 .' -2.05. 0.48
426.00 | 519.00 93.00 0.65 165 0.20 2.85 0.82
e 732.00, 835.00 123.00 0.20 541 0.11 1.69 0.74
732.00 804.00 72.00 0.23 734 0.14 1.58 0.96
786.00 | 804.00 18.00 0.2 2,555 | 009 1.08 2.77
954.00 983.70 29.70 0.49 699 0,15 2.5I9 119
Note:

(1} Copper cquwdknt (%) calculated as Cu%t (Mo% x 10). Gold and silver values not included.

The overall intersection of 980.7 metres grading 0.38% CuLEq includes higher grade zones,
notably 207 metres @ 0.51% Cu and 118ppm Mo (0.63% CuEq) from 519 metres and 29,7 metres @
0.49% Cu and 699ppm Mo (1.19% CuEq) from 954 metres to the end of the hole. Elevated goid values
occur within broad sections of the hole, however, no clear geological assomat;on has yet been recognized,
although individual 3 metre samples returned up to 1.14 g/t Au.

The general geology at depth is consistent with previous shallower drilling in the resource zone
and the mineralization can reasonably be expected to continue beyond the bottom of hole, where the
mineralization remains open. The lithology is mainly quartz diorite porphyry. Alteration is dominantly
potassic with phyllic overprinting, and mineralization is variable, mainly associated with faults, fractures
and breccias. Copper mineralization is predominantly chalcopyrite and chalcopyrite/bornite with
molybdenite mostly as smears in fractures. Molybdenite mineralization increases with depth and
individual assays of up to 0.65% molybdenum are present,

A resource drill hole, Y278, has just been completed at Imbruminda further to the north-west of
YD273.While assays are still pending, this hole has intersected disseminated copper mineralization from
320 metres and massive copper sulphide mineralization near the base of the hole (EOH 461 metres)
Further systematic drifling to the north-west is planned. This area has not previously been drilled,




DETAILS OF THE YANDERA PROJECT

Detailed information in respect of the Yandera Project is set out in the revised and restated
technical report on the Yandera Project (the “Revised Technical Report”) originally dated December
2008 and revised and restated January 2009, prepared by Stephen Godfrey, Associate, Principal Resource
Geologist of Golder Associates Pty Ltd (Australia) (“Golder”) and a summary of the Revised Technical
Report is set out at pages 10 to {3 of the Annual Information Form. See “Documents Ir:rcarporated by
Reference”.

CONSOLIDATED CAPITALIZATION

There have been no material changes in the Company’s share or loan capital, on a consolidated
basis, since March 31, 2010. The following table sets forth the consolidated capitalization of the
Company as at the dates indicated before and after compietion of the Offering. This table should be read
in conjunction with the consolidated financial statements of the Company (including the notes thereto)
incorporated by reference into this short form prospectus.

Outstanding as at

Outstanding as March 31, 2010
at Quistanding as at after giving effect
o June 30, 20060 March 38, 26107 to the Offering™
4 (Audited) (Unaudited) (Pro Forma -
: Unaucdited)
Long-Term Debt ... . NI NiL NIL
Ordinary Shares® (authorized: unlimited) ...........c......... 268,016,975 498,810,862 730,810,862
Contributed EQUItY ..ot § 58,511,763 § 78,149,192 $ 97,917,478
RESEIVES .oiioiiiiieeeire s e eeeees e er et eeee $ 5079457 $ 2,079,796 b 2,079,796
Accumulated Losses ... e $ (42,669,220 $ (54213567 $ {54,213,567)
TOTAL EQUITY virieainimimssssmmennissssssssremassers 5 20,922,000 $ 26015421 b 45,783,767

Notes:

(1} Before giving effect to the Offering.

(2} Afier deducting expenses of the Offering, estimated to be C$500,000 million, and the Agents® Fee.

{3} Not including shares issuable upon exercise of options which remained unexercised on June 30, 2009, March 31, 2010 and
the date hereof, respectively.

USE OF PROCEEDS

The net proceeds to the Company from the Offering will be approximately C$18,450,400 after
deducting the Agents’ F'ee of C§1,209,600 and the estimated expenses of the Offering of C$500,000. See
“Plan of Distribution”.




The Company intends 1o use the net proceeds to advance the exploration of the Yandera Project,
completion of the DFS and for general corporate and working capital purposes, As a result, the proceeds
from the Offering will be used by the Company as follows:

Exploration {including the expansion in the scope of the DFS) i C¥$ 16,000,000
General corporate and working capital ... SRR C§ 2450,400
FOLAYL: oottt e ettt sttt et e e eae iRt e b teaat e n e e sat e e re e st e nEbgeabbaesieerrees C$ 18,450,400

The proposed exploration program at the Yandera Project involves a continued focus on the
district exploration program, in addition to continuing to drill at the Yandera Central Porphyry, to test for
any possible depth extensions of mineralization. In addition, further drilling is proposed adjacent to the
known resource to test for strike extensions.

The district exploration program at the Yandera Project will focus on those targets identified from
the 2009 aitborne magnetic and radiometrics program, together with targets identified from earlier field
reconmaissance, such as the Queen Bee prospect. If results are positive, the methodology {detailed
geclogical mapping, ground geophysics and systematic geochemistry) will be applied to these target
areas.

The amount and nature of the exploration program will depend on the progress and results of the
program. The entire exploration program at the Yandera Project will be financed using proceeds from the
Offering..

As a result of the expansion in the scope of the DFS, the cost of completing the DFS is currently
estimated (o be  approximately A$16.2 -million (approximately C$15.1 million). See “Recenr
Developments —Fhase 2 of the DFS”. The cost to complete the DFS will be financed using cash on hand
and a portion of the proceeds of the Offering. The Company currently has cash and cash equivalents on
hand of approximately A$5.1 million,

More particularly, the net proceeds from the Offering will be allocated as between the exploration
program and the DFS as per the following breakdown of recornmended work and anticipated costs:

Exploration ‘ '

I ELIAE vttt sttt et s bre bbb C$ 2.5 million
el COPIET THIE v e rev i e et s e e C% 2 million
SALAIEES co.vvevivvvi i teeseeesseaiae b eas st by s r e h e h AR btk b s CS$ 3 million
Field accommodation ..o s ettt et e e e ranas C$ 2 million
Miscellaneous field expenditure and administration......ccnnoionn, bevern C$ 0.5 million
TOUALE Lottt cere e et C$ 10 million
DFS

Engineering - Bulk sample adit and study and design cost for investigation................. C$ 1 million
In-pit crushing and high pressure grinding roll comminution ..., C$ | million
Deep sea tailings Investigation ..o e ey C$ 1 million
Hydroelectric pOWer SHEIAIES .o resis st oo e C$ 1.5 million
DI covoretve vt er e e er et eee st b e s b bt s s bt s b b s s st C$ 1.5 million
TOERI Lot ses ety ete st e r b e s s er bbbk e e e e e e e s C$ 6 million

Mr. Peter Dendle, a “Qualified Person” as defined by NI 43-101 and a full-time employee of
Marengo holding the position of Project Manager, has been involved in the preparation of

18.



Marengo’s work plan and the decision to proceed with the proposed district exploration program
has been, in part, based upon the recommendation of Mr. Dendle.

Marengo will require further capital from external sources to develop any newly discovered
mineral deposits and/or, if the DFS is positive, to develop the Yandera Project. Marengo intends to raise
any such funds through debt and/or equity financing. There can be no assurance that additional financing
will be available at all or on terms acceptable to the Company to develop any newly discovered mineral
deposits or to finance the capital costs to develop the Yandera Project.

Marengo intends to hold the net proceeds from the Offering in term deposits at major Australian
banks pending their expenditure.

Although Marengo intends to expend the net proceeds from the Offering as set out in the above
table, the actual allocation of the net proceeds may vary from that set out above, depending on future
developments in Marengo’s mineral properties or unforeseen events,

DESCRIPTION OF SECURITIES BEING DISTRIBUTED
" Units

Each Unit consists of one Unit Share and a free attaching one-quarter of one Warrant. Units are
being offered at the Offering Price of C$0.084 per Unit. Each Warrant will entitle the holder thereof to
purchase one Warrant Share at a price of C$0,116 for a period of three years following the closing of the
Offering. The Units will separate into Unit Shares and Warrants immediately upon issue.

Ordinary Shares

Subject to certain prescribed exceptions under the Corporations Act 2001 (Cth)(Australia) and the
Company’s constitution, the Company is authorized to issue an unlimited number of Ordinary Shares. At
the date of this short form prospectus, Marengo has an aggregate of 498,810,862 fully paid Ordinary
Shares issued and outstanding, No other shares in the capital of Marengo of any other classes are issued
or outstanding.

The holders of the Ordinary Shares are entitled:
{a) to vote at all meetings of shareholders of Marengo;

b to receive, subject to the rights, privileges, restrictions and conditions attaching to any
other class of shares of Marengo, any dividends declared by Marengo; and

(c) to receive, subject to the rights, privileges, restrictions and conditions attaching to any
other class of shares of Marengo, the remaining property of Marengo upon the
fiquidation, dissclution or winding-up of Marengo, whether voluntary or involuntary.

The Ordinary Shares do not carty any pre-emptive, redemption, retraction, purchase for
cancellation or surrender, conversion or exchange rights, nor do they contain any sinking fund or
purchase fund provisions, provisions permitting or restricting the issuance of additional securities or
provisions requiring a securityholder fo contribute additional capital. '

Under the ASX listing rules, a company must not, subject to certain exceptions, issue during any
12 month period any equity securities or other securities with rights of conversion to equity (such as an



option} if the number of securities would exceed 15% of the total number of ordinary securities on issue
at the commencement of that 12 month period. One of the aforementioned excepuons is an issue of
securities wh;ch is approved in advance by sharcholders at a general meeting.

At a meeting of Marengo’s sharsholders held on May 31, 2010, the Company’s shareholders
voted on a resolution to approve the allotment and issue of up to 287,5(}0,000 Ordinary Shares issuable
pursuant to the Offering and the grant of the Compensation Options (the “Shareholder Approval™).

Warrants

The following summary of the material attributes and characteristics of the Warrants does not
include a description of all of the terms of the Warrants, and reference should be made to the Warrant
Indenture (as defined herein) for a complete description of the terms of the Warrants, The Warrant
Indenture wili be filed by the Company on SEDAR foliowing the closing of the Offering.

The Warrants will be issued in registered form pursuant to, and wiil be governed by, the terms of
a warrant indenture (the “Warrant Indenture™) to be entered into on the Closing Date between the
Company and Computershare Trust Company of Canada (the “Warrant Agent”). The Company will
designate the principal transfer office of the Warrant Agent in Toronto, Ontario as the location at which
the Warrants may be surrendered for exercise, transfer or exchange. Each whole Warrant will entitle the
holder thereof to purchase one Ordinary Share at a price of C$0.116 for a period of three years following
the Closing Date, at which time the Warrants will become null and void. The exercise price for the
Warrants will be payable in Canadian dollars. The Warrant Indenture will provide for adjustments to the
number of the Ordinary Shares issuable upon the exercise of the Warrants and/or the exercise price per
Ordinary Share upon the occurrence of certain events, including:

(i) the issuance of Ordinary Shares or securities exchangeable for or convertible into
Ordinary Shares to all or substantially all of the holders of Ordinary Shares as a
stock dividend or other distribution (other than a “dividend paid in the ordinary
course”, as defined in the Warrant Indenture, or a distribution of Ordinary Shares
upon the exercise of the Warrants); '

(i) the subdivision, redivision or change of Ordinary Shares into a greater number of
shares;

(iti)  the consolidation, reduction or combination of Ordinary Shares info a lesser
number of shares;

(iv)  the issuance to all or substantially all of the holders of Ordinary Shares of rights,
options or warrants under which such holders are entitled, during a period
expiring not more than 45 days after the record date for such issuance, to
subscribe for or purchase Ordinary Shares, or securities exchangeable for or

" convertible into Ordinary Shares, at a price per share to the holder (or at an
exchange-or conversion price per share) of less than 95 percent of the “current
market price”, as defined in the Warrant Indenture, for Ordinary Shares on such
record date; and

(v) the issvance or distribution to all or substantialiy all of the holders of Ordinary

Shares, of shares of any class other than Ordinary Shares, rights, options or
warrants to acquire Ordinary Shares or securities exchangeable or convertible
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into Ordinary Shares (other than an issuance referred to in (iv) above), of
evidences of indebtedness or cash, securities or any property or other assets
(other than an issuance or distribution of a dividend paid in the ordinary course).

The Warrant Indenture will alse provide for adjustment in the class and/or number of securities
issuable upon the exercise of the Warrants and/or exercise price per security upon the occurrence of the
following additional events: (i) the reclassification of the Ordinary Shares; (i) the consolidation,
amalgamation, arrangement pursuant to a plan of arrangement or merger of the Company with or into
another entity (other than consolidations, amalgamations, plans of arrangement or mergers which do not
result in any reclassification of the Ordinary Shares or a change of Ordinary Shares into other shares); or
(ili) the transfer of any of the Company’s undertaking or assets as an entirety or substantially as an
entirety to another company or other entity. .

Any adjustment to the terms of the Warrants (including an adjustment to the exercise price or
number of Ordinary Shares over which the Warrants can be exercised) will be madé in accordance with
the ASX Listing Rules applying to the Warrants at the time of the relevant event. In the event of any
reorganization of the issued capital of the Company, all rights of Warrant holders will be changed to the
extent necessary to comply with the ASX Listing Rules at the time of the reorganization.

No adjustment in the exercise price or the number of Ordinary Shares issuable upon the exercise
of the Warrants will be required to be made unless the cumulative effect of such adjustment or
adjustments would result in a change of the exercise price by at least I percent.

The Company wiil also covenant in the Warrant Indenture that, during the period in which the
Warrants are exercisable, the Company will give notice to holders of Warrants of certain stated events,
including events that would result in an adjustment 1o the exercise price for the Warrants or the number of
Ordinary Shares issuable upon exercise of the Warrants, at least 14 days prior to the record date or
effective date, as the case may be, (_)f such event.

No fractional Ordinary Shares will be issuable upon the exercise of any Warrants, and no cash or
other consideration will be paid in lieu of fractional shares. Any subscription for fractional Ordinary
Shares will be deemed to be a subscription for the next smallest whole number of Ordinary Shares.
Holders of Warrants will not have any voting or pre-emptive rights or any other rights which a holder of
Ordinary Shares would have,

Pursuant to the terms of the Warrant Indenture, the Company will be entitled to purchase in the
market, by private contract or otherwise, any or all of the Warrants then outstanding, and any Warrants so
purchased will be cancelled.

The Warrant Indenture will provide that the Company and the Warrant Agent, without the
consent of the holders of Warrants, may from time to time amend or supplement the Warrant Indenture
for certain purposes, including curing defects or inconsistencies or making any change that does not
adversely affect the rights of -holders of Warrants. Any amendment or supplement 1o the Warrant
Indenture that adversely affects the interests of holders of Warrants may only be made by “extraordinary
resolution”, which is defined in the Warrant Indenture as a resolution either: (1) passed at a meeting of the
holders of Warrants at which there are holders of Warrants present in person or represented by proxy
representing at least [0 percent of the aggregate number of the Ordinary Shares which may be purchased
pursuant to all the then outstanding Warrants and passed by the affirmative vote of holders of Warrants
representing not less than 66% percent of the aggregate number of all the then outstanding Warrants
represented at the meeting and voted on the poll upon such resciution; or {2) adopted by an instrument in
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writing signed by the holders of Warrants representing not less than 66% percent of the aggregate number
of all the then outstanding Warrants. '

Compensation Options

The Agents will be granted the Compensation Options entitling the Agents to subscribe for that
number of Option Shares as is equal to 5% of the number of Units issued pursuant to the Offering, except
for any purchases made by current insiders of the Company. Each Compensation Option shall be
exercisable into one Option Share at the Offering Price for a period of 24 months following the Closing
Date. The distribution- of the Compensation Options has received the Shareholder Approval and is
qualified under this short form prospectus.

PRIOR SALES

The following table summarizes the details of Ordinary Shares and securities convertible into
Ordinary Shares issued by the Company within the 12 months prior to the date of this short form
prospecins.

Date Issucd . ‘ Namber of Securities Security Price per Security
AUgUSt 31, 2009 e e 172,500,000 Ordinary Shares  C$0.086')

August 31,2009 ... SOV 8,625,000 Stock Option CS0.0867%3)
September 9, 2009 .o s 30,741,550 Ordinary Shares  A$0.095%
September 10, 2009...... 26,710,995 Ordinary Shares  A$0.095%
September 13, 2009......... 1 Ordinary Shares  A$0.095

October 15,2009 ........... e 841,341 Ordinary Shares  C$0.19%
November 30, 2009 ... 475,060 Stock Option A$0, 250K

April L2010 150,000 Stock Option AS0.25@

April 16, 2010 e 650,000 Stock Option AB0.25418)

Notes:

{1} Issuance of Ordinary Shares pursuant to a public offering.
(2)  Price per security reflects exercise price of options granted.
{3) Unlisted options expiring August 31, 2011.

{4)  Issuance of Ordinary Shares pursuant to a private placement.
{5) Issuance of Ordinary Shares upon an exercise of options.

{6)  Unlisted options expiring November 30, 2014,

(7} Unlisted options expiring March 22, 2015.

{8)  Unlisted options expiring March 31, 20135,
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TRADING PRICE AND VOLUME

Set forth below are the volume and high and low trading prices of the Ordinary Shares on the
TSX for each of the 12 months prior to the date of this short form prospectus.

Month - High{CH) Low (€3] Volume

July 2009 .05 0,05 3,000
August 2609 0.12 0.07 17,845
September 2009 (.28 . 0.1} 1,263,751
Qctober 2009 0,215 0,173 99,408
November 2009 0.195 0.18 61,000
December 2009 0.18 0.14 440,667
January 2010 0.18 0.14 158,000
February 2010 0.17 0.17 2,060
March 2010 0.17 011 11,300
April 2010 0.14 0.1 35,000
May 2010 0.16 0.11 8,000
June 2010 0.16 0.07 2,000
July T 1o 28, 2010 0.16 (.05 4,000

Set forth below are the volume and high and low trading prices of the Ordinary Shares on the
ASX for each of the 12 months prior to the date of this short form prospectus.

Month ' High (AS) Low{A%)  Volume-

July 2009 0.15 .10 4,752,736
August 2009 0.11 (.10 5,032,699
September 2009 0.24 G0 61,320,992
Qctober 2009 022 7 .18 15,644,523
November 200% 019 0,16 10,072,449
December 2009 017 0,04 | 5942221
January 2010 .16 0.13 5,630,810
February 2016 0.13 - 0N 4,444,028
March 2010 0.13 0.10 5,445,835
April 2010 0.13 G.11 4,410,787
May 2010 0.13 .08 7.041,381
June 2010 0.12 (.08 4.181,816
July | 10 28, 2010 0.11 0.085 2387314

PLAN OF DISTRIBUTION

Subject to the terms and conditions of the Agency Agreement, the Company has agreed to sell
and the Agents have agreed to act as agents to offer for sale to the public on a reasonable best efforts
basis, on the Closing Date, being August 11, 2010 or any other date on which the Company and the
Agents may agree but in any event not later than 42 days after the receipt for this shott form prospectus,
240,000,000 Units at a price of C$0.084 {A$0.09) per Unit. The Offering Price was determined by
negotiation between Marengo and Paradigm (for and on behalf of the Agents). Each Unit consists of one
Unit Share and one-quarter of one Warrant, Each Warrant will entitle the holder thereof to acquire one
Watrant Share at an exercise price of C$0.116 (A$0.125) for a period of three years from the date of the
closing of the Offering. The Warrants will be created and issued pursuant to the terms of the Warrant
Indenture to be entered into between the Company and the Warrant Agent. The Warrant Indenture will-
contain provisions intended to protect the holders of the Warrants against dilution upon the happening of
certain events. No fractional Warrant Shares will be issued upon the exercise of any Warrants.
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Upon closing of the Offering, the gross proceeds from the Offering, less the expenses and
Agents’ Fee relating thereto, shall be paid to the Company. ‘

Pursuant to the Agency Agreement, the Company has agreed to pay to the Agents the Agents’

Fee equal to 6% of the gross proceeds of the Offering, except for any order from Sentient on which only a
cash commission equal to 1.5% of any such proceeds will be received, payable on the Closing Date. As
additional compensation, the Agents will be granted Compensation Options entitling the Agents to
subscribe for that number of Option Shares equal to 5% of the number of Units issued and sold under the
Offering, except for any purchases made by current insiders of the Company. Each Compensation Option
shall entitle the holder thereof to acquire one Option Share at a price equal to the Offering Price for a
period of 24 months following the Closing Date. The distribution of the Compensation Options is
qualified under this short form prospectus. Unless otherwise indicated, it is assumed that no Units will be
“issued to Sentient and that the Agents’ Fee will be payable on the total number of Units to issued pursuant

to the Offering.

The Agents have agreed to use their reasonable best efforts to sell the Units, on a several basis,
but they are not obligated to purchase any such Units. The obligations of the Agents under the Agency
Agreement are several and may be terminated at their discretion on the basis of their assessment of the
state of the financial markets or upon the occurrence of certain stated events.

Pursuant to policies of certain Canadian securities regulators, the Agents may not, throughout the
period of distribution under this short form prospectus, bid for or purchase Ordinary Shares for their own
account or for accounts over which they exercise control or direction. The foregoing restriction is subject
to certain exceptions as long as the bid or purchase is not engaged in for the purpose of creating actual or
apparent active trading in, or raising the price of the Ordinary Shares. These exceptions include a bid or
purchase permitted under the Universal Market Integrity Rules for Canadian Marketplaces administered
by the Investment Industry Regulatory Organization of Canada relating to market stabilization and
passive market-making activities and a bid or purchase made for, or on behalf of, a customer where the
order was not solicited during the period of distribution. The Company has been advised that, in
connection with the Offering and subject to the foregoing, the Agents may over-allot or effect transactions
which stabilize or maintain the market price of the Ordinary Shares at levels above that which might
otherwise prevail in the open market. Such transactions, if commenced, may be discontinued at any time.

Subscriptions for the Units will be recetved subject to rejection or allotment in whole or in part
and the right is reserved to close the subscription books at any time without notice. The Unit Shares and
the Warrant Shares have not been and will not be registered under the United States Securities Act of
1933, as amended (the “ELS. Securities Act™), or any state securities laws. Accordingly, the Units may
not be offered or sold within the United States or to, or for the account or benefit of, a U.S. person (as
defined in Regulation S under the U.S. Securities Act), except in transactions exempt from the registration
requirements of the U.S. Securities Act and applicable state securities laws. The Agency Agreement
permits the Agents to offer the Units for sale directly by the Company to certain institutional “accredited
investors™ that satisfy the requirements of Rule 501{a)(1), (2), (3) or (7) of Regulation > under the U.S.
Securities Act, provided such offers and sales are made in compliance with Rule 506 of Regulation D
under the U.S, Securities Act. In addition, until 40 days after the commencement of the Offering, any
offer or sale of the Units within the United States by any dealer {whether or not participating in the
Offering) may violate the registration requirements of the U.S, Securities Act, uniess made pursuant to an
exemption from the registration requirements of the U.S. Securities Act.

Under the terms of the Agency Agreement, the Agents, their affiliates and their respective
directors, officers, emplovees, shareholders and agents will be indemnified by the Company against
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certain labilities and expenses or the Company will contribute to payments that the Agents may be
required to make in respect thereof,

The Company has agreed with Paradigm that it shail not issue any further securities or agree to do
so, save and except: (i} as contemplated by the Agency Agreement; (if) pursuant to the grant of options
pursuant to the Company’s stock option plan; (iii) pursuant to the exercise of options outstanding as at the
date hereof, or (iv) in connection with the bona fide acquisition by the Company of the shares or assets of
other corporations or entities, in each case, at any time during the period from the date hereof until 90
days following the Closing Date, without the prior written consent of Paradigm (for and on behalf of the
Agents), not to be unreasonably withheld.

In connection with the Offering, Marengo will cause each of the its executive officers, directors
and their respective associates to enter into agreements on terms and conditions satisfactory to Paradigm,
acting reasonably, in which they will covenant and agree that they will not, for a period commencing on
the date hereof and ending 90 days following the Closing Date, directly or indirectly, offer, sell, contract
- to sell, lend, swap, or enter into any other agreement to transfer the economic consequences of, or
otherwise dispose of or deal with, or publicly announce any intention to offer, sell, contract to seli, lend,
swap or enter into any agreement to transfer the economic consequences of, or otherwise dispose of or
deal with, whether through the facilities of a stock exchange, by private placement or otherwise, any
Ordinary Shares or other securities of the Company held by them, directly or indirectly, unless: (i) they
first obtain the prior written consent of Paradigm (for and on behalf of the Agents); or (ii) there occurs a
take-over bid or similar transaction involving a change of control of the Company.

In the event that the Company and the Agents cannot agree upon the Offering Price and the
Offering is cancelled, but within 90 days of such cancellation the Company either completes an offering
at the same or lower price as contemplated under the Offering or completes an offering to investors that
were introduced to the Company by Paradigm prior to the cancellation of the Offering or, if, following
allocation, the Company declines to complete the Offering for whatever reason, and within 90 days of
such cancellation an Altemative Transaction (as defined herein)} is entered into or announced by the
Company, the Company shall pay to the Agents a fee equal to 100% of the maximum Agents’ Fee, based -
on an offering size of C$25,000,000, together with all of the Agents’ expenses and disbursements
incurred to the date of such agreement or transaction. Any such payment hereunder shall be made upon
the closing date of the Alternative Transaction.

For the purposes hereof, an “Alternative Transaction” means a transaction which involves the
issuance of securities of the Company in excess of 20% of the number of securities currently outstanding
on a fully diluted basis or a business fransaction involving a change of control of the Company or any
material subsidiary including a merger, amalgamation, arrangement, take-over bid, insider bid,
reorganization, joint venture, sale of all or substantially all assets, exchange of assets or any similar
transactions.

The Offering is being made concurrently in the provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick and Nova Scotia. In addition, the Agents may offer
the Units outside of Canada, subject to compliance with the local securities-law requirements.

The TSX has conditionally approved the listing of the Unit Shares, the Warrant Shares and the
Option Shares issuable upon exercise of the Compensation Options on the TSX. Listing is subject to the
Company fulfilling all of the listing requirements of the TSX on or before September [0, 2010. In
accordance with the listing rules of the ASX and the POMSoX, Marengo will also apply for official
quotation of the Unit Shares, the Warrant Shares and the Option Shares issuable upon exercise of the
Compensation Options on the ASX and the POMSoX.
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Fraser Milner Casgrain LLP, counsel to the Company, and Cassels Brock &
Blackwell LLP, counsel to the Agents, the following is, as of the date of this short form prospectus, a
general summary of the principal Canadian federal income tax considerations generally applicable to an
investor (a “Holder”™) who acquires Units pursuant to the Offering who, for purposes of the Tax Act and
any applicable income tax treaty or convention and at ail relevant times, is or is deemed to be resident in
Canada at all relevant times and will hold the Unit Shares and the Warrants issued under this short form
prospectus and the Warrant Shares issuable upon exercise of the Warrants (collectively, “Securities™) as
capital property and deals at arm’s length with, and is not affiliated with, the Company and the Agents or
a subsequent purchaser of the Securities. Genertally, Securities will be considered to be capitat property to
a Holder provided that the Holder does not hold such Securities in the course of carrying on a business of
buying and selling securities and has not acquired such Securities as an adventure or concern in the nature
of trade,

This summary is not applicable 1o a Holder (i) that is a “financial institution”, as defined in the
Tax Act for purposes of the mark-to-market rules; (i) an interest in which is a “tax shelter investment™ as
defined in the Tax Act; (iii) that is a “specified financial institution” as defined in the Tax Act; (iv) in
refation to which the Company is a “foreign affiliate” as defined in the Tax Act; or (v) that reports its
Canadian tax results in a currency other than Canadian currency. This summary does not address the
deductibility of interest by a Holder who borrows money to acquire Units. Such Holders should consult
their own tax advisors.

This sammary is of general nature enly and is not intended to be, nor should it be construed
to be, legal or tax advice to any particular investor. This summary is net exhaustive of all Canadian
federal income tax considerations. There may also be tax considerations for investors under the
laws of Ausiralia or the laws of any other jurisdiction in which the investor resides or to which the
investor is subjeet that are not addressed by this summary. Accordingly, prospective purchasers
are urged to consult their own tax advisors with respect to their particular circamstances.

This summary is based on the current provisions of the Tax Act and the Regulations thereunder.
This summary takes into account all specific proposals to amend the Tax Act and the Regulations publicly
announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof (the “Proposals™)
and counsel’s understanding of the current administrative policies and assessing practices of the Canada
Revenue Agency (the “CRA™) publicly available prior to the date hereof, No assurance can be given that
_ the Proposals will be enacted in their current form or at all. This summary does not otherwise take into
account any changes in law or in the administrative policies or assessing practices of the CRA, whether
by legislative, governmental or judicial decision or action, nor does it take into account or consider any
provincial, territorial or foreign income tax considerations. The provisions of provincial income tax
legislation vary from province to province in Canada and in some cases differ from federal income tax
legislation,

For the purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition of
Securities {including dividends received or deemed to have been received, adjusied cost base and

proceeds of disposition) must be determined in Canadian dollars based on the exchange rates as
determined in accordance with the Tax Act,

Allocation of Issue Price

The total purchase price of a Unit to a Holder must be allocated on a reasonable basis between the
Unit Share and the one-quatter of one Warrant comprising the Unit to determine the cost of each for
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purposes of the Tax Act. For its purposes, the Company intends to allocate the entire Offering Price as
consideration for the issue of each Unit Share. Alhough the Company believes that its aliocation is
reasonable, it is not binding on the CRA or the Holder. The Holder’s adjusted cost base of the Unit Share
must be averaged with the adjusted cost base to the Holder of all of the Company’s Ordinary Shares
owned by the Holder as capital property immediately prior to such acquisition.

Exercise of Warrants

No gain or loss will be realized by a Holder upon the exercise of a Warrant to acquire a Warrant
Share. When a Warrant is exercised, the Holder’s cost of the Warrant Share acquired thereby will be the
aggregate of the Holder’s adjusted cost base of such Warrant and the exercise price paid for the Warrant
Share. The Holder’s adjusted cost base of the Warrant Share so acquired will be determined by averaging
such cost with the adjusted cost base to the Holder of all Ordinary Shares held by the Holder as capital
property immediately prior to such acquisition.

Expiry of Warrants

The expiry of an unexercised Warrant will generally result in a capital loss to the Holder equal to
the Holder’s adjusted cost base of such warrant immediately before its expiry. The tax treatment of
capital gains and capital losses is discussed in greater detail below under “Disposition of Securities”.

Dividends on Unit Shares and Warrani Shares

Any dividends received on the Unit Shares or Warrant Shares by a Holder who is an individual
will be included in the individual’s income and will not be subject to the gross-up and dividend tax credit
rules in the Tax Act normally applicable to taxable dividends received from tfaxable Canadian
cotporations. Dividends received on the Unit Shares or the Warrant Shares by a Holder that is a
corporation wilf be included in computing the corporation’s income and generally will not be deductible
in computing the corporation’s taxable income.

~ Australian non-resident withholding tax or other Australian income tax payable by a Holder in
respect of dividends received on the Unit Shares or the Warrant Shares may be eligible for a foreign tax
credit or deduction under the Tax Act to the extent and under the circumstances prescribed in the Tax Act.

Dispositions of Securities

A Holder who disposes of or is deemed to dispose of the Securities (other than on the exercise or
expiry of a Warrant) will generally realize a capital gain {or a capital foss) to the extent that the Holder’s
proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted
cost base of such Securities to the Holder immediately before the disposition. One-half of any capital gain
{the “taxable capital gain™) realized by a Holder will be included in the Holder’s income for the year of
disposition. One-half of any capital loss realized (the “allowable capital loss™) generally must be
deducted by the Holder against taxable capital gains realized by the Holder for the year of disposition.
Any excess of allowable capital losses over taxable capital gains for the year of disposition generally may
be carried back up to three taxation years or forward indefinitely and deducted against net taxable capifal
gains in those other years to the extent and in the circumstances prescribed in the Tax Act.

Australian tax, if any, levied on any gain realized on the disposition of the Securities may be

eligible for a foreign tax credit under the Tax Act to the extent and under the circumstances prescribed in
the Tax Act.
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Capital gains realized by a Holder that is an individual or trust, other than certain specified trusts,
may give rise fo alternative minimum tax under the Tax Act.

Additional Refundable Fax

Corporations that are “Canadian-controlled private corporations”, as defined in the Tax Act, may
be subject to an additional refundable 6% percent tax on their “aggregate investment income” which is
defined in the Tax Act to include an amount in respect of taxable capital gains, interest and certain
dividends,

Foreign Property Information Reporfing

In general, a “specified Canadian entity”, as defined in the Tax Act, for a taxation year or fiscal
period whose total cost amount of “specified foreign property”, as defined in the Tax Act, at any time in
the taxation year or fiscal period exceeds C$100,000, is required to file a T1135 - “Foreign Income
Verification Statement” for the taxation year or fiscal period disclosing prescribed information, including
the cost amount and any income in the year, in respect of such property. With some exceptions, a
taxpayer resident in Canada in the year, other than a corporation or trust exempt from tax under Part I of
the Tax Act, will be a specified Canadian entity. The Securities will be specified foreign property to a
Holder. In the March 4, 2010 Federal Budget (the “2010 Federal Budget”), the Canadian Minister of
Finance proposed that the existing reporting requirements with respect to “specified foreign property” be
expanded so that more detailed information be available for audit use. Revised legislation reflecting such
proposal has not yet been released. The reporting rules in the Tax Act are complex and this summary
does not purport te explain all circumstances in which reporting may be required by any investor,
Accordingly, Holders should consult their own tax advisors regarding compliance with these rules
including any expansion thereof pursuant to the afore-mentioned 2010 Federal Budget proposal.

Foreign Investment Entity and Offshore Investment Fund Property Rules

The Tax Act contains rules which, in certain circumstances, may require a Holder to include an
amount in income in each taxation year in respect of the acquisition and holding of the Securities if the
value of such Securities may reasonably be considered to be derived, directly or indirectly, primarily from
portfolio investments in: (i) shares of the capital stock of one or more corporations, (i) indebtedness or
annuities, (iii) interests in one or more corporations, trusts, partnerships, organizations, funds or entities,
(iv) commodities, (v) real estate, (vi} Canadian or foreign resource properties, (vii) currency of a country
other than Canada, (vii} rights or options to acquire or dispose of any of the foregoing, or (viil) any
combination of the foregoing (*Investment Assets™).

In order for these rules to apply to a Holder in respect of the Securities, it must be reasonable to
conclude that one of the main reasons for the Holder acquiring or holding the Securities was to derive a
benefit from portfolio investments in Investrment Assets in such a manner that the taxes, if any, on the
income, profits and gains from such Investment Assets for any particular year are significantly less than
the tax that would have been applicable under Part I of the Tax Act if the income, profits and gains had
been earned directly by the Holder. In making this determination, the Tax Act provides that regard miust

. be had to all of the circumstances, including: (i) the nature, organization and operation of the Company

and the form of, and the terms and conditions governing the Holder's interest in or connection with the
Company, (ii} the extent to which any income, profit and gains that may reasonably be considered to be
earned or accrued, whether dircctly or indirectly, for the benefit of the Company are subject to an income
or profits tax that is significantly less than the income tax that would be applicable to such income, profits
and gains if they were earned directly by the Holder, and (iii) the extent to which any income, profits and
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gains of the Company for any fiscal period are distributed in that or the immediately following fiscal
period. '

Where these rules apply, a Holder will generally be required to include in income for each
taxation year in which the Holder owns a Security the amount, if any, by which (i) an imputed return for
the taxation year computed on a monthly basis, where the amount in respect of each month is calculated
as the product obtained when the Holder’s “designated cost” (within the meaning of the Tax Act) of the
Securities af the end of the month is multiplied by 1/12th of the applicable prescribed rate for the period
that includes such month, exceeds (ii) any dividends or other amounts included in computing the Holder’s
income for the year (other than a capital gain} in respect of the Unit Shares and Warrant Shares
determined without reference to these rules.

For these purposes, the designated cost to a Holder of Securities at any particular time in a
taxation year will generally include, among other things, the cost to the Holder of the share of the
Securities and the total of all amounts required to be included in computing the Holder’s income for a
preceding taxation vear as imputed income in respect of a Security under these rules. In addition, and
subject to the comments below, the prescribed rate for purposes of these computations is the -amount
determined under the Regulations on a quarterly basis as the average equivalent yield of Government of
Canada 90-day treasury bills {rounded to the next highest whole percentage) sold during the first month of
the immediately preceding quarter (the “Base Rate™).

In the 2010 Federal Budget, the Minister of Finance announced that certain prior Proposals
relating to the taxation of Canadian residents investing in certain non-resident entities (the “FIE
Proposals™ will not be implemented. The Minister of Finance also announced a revised proposal to
amend the existing rules (which are described above) to increase the Base Rate by two percentage points
to the Base Rate plus two percentage points, In addition, the Minister of Finance indicated that revised
legisiation implementing the new proposal will be refeased for public consultation.

Any amount required to be included in computing a Holder’s income under these provisions will
be added to the adjusted cost base to the- Holder of its Securities. A Holder who realizes a capital loss on
the disposition of the Securities wiil not, however, be entitled to claim any deduction in computing the
Holder’s income in respect of any portion of such capital loss, even in circumstances where the Holder
was required to include an amount in computing its income under these rules in connection with holding
the shares of the Securities. ‘ '

Prior to the introduction of the FIE Proposals, the CRA indicated that it intended to give a broad
interpretation to the term “portfolio investment”, Therefore, there is a possibility that the CRA may view
the assets of the Company as portfolio investments in Investment Assets, However, as noted above, even
if this is the case, the rules described above will only apply if one of the main reasons for a Holder
acquiring or holding Securities was to derive, either directly or indirectly, a benefit from Investment
Assets in such a manner that any taxes on income, profits, and gain from such assets are significantly less
than the fax that would have been applicable under Part I of the Tax Act had the Investment Assets been
held directly by the Holder.

These rules are complex and their application depends, to a large extent, on the reasons for

a Holder acquiring or holding the Securities. Holders are urged to consult their own tax advisors
regarding the application and consequences of these rules in their own particular circumstances.
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CERTAIN AUSTRALIAN INCOME TAX CONSIDERATIONS

The following is a summary of the principal Australian federal income tax considerations
generally applicable under Australian tax laws and practices (“Australian Tax Laws”) to a purchaser
who acquires Units pursuant to the Offering and who, for purposes of the Australian Tax Laws and at all
relevant times, holds Unit Shares, Warrants or Warrant Shares on capital account, as an “equity”
instrument for Australian debt vs. equity purposes and who deals at arm’s length with, and is not affiliated
with, either the Company or the Agents. This sumnmary does not address issues for purchasers who hold
Unit Shares, Warrants or Warrant Shares on revenue account. All purchasers should consult their own tax
advisors with respect to their particular circumstances.

This summary is based upon Australian Tax Laws and practices of the Authorities in Australia as
at the date of this short form prospectus. Any changes in the laws or interpretation of tax laws subsequent
to the date of this short form prospectus may alter the information below,

This summary is of a general nature only and is not intended fo be, nor should it be
construed to be, legal or tax advice te any prospective purchaser or holder of Unit Shares,
Warrants or Warrant Shares, and no represcotations with respect to the income tax consequences
to any prospective purchaser or holder are made. Consequently, prospective purchasers of Unit
Shares, Warrants or Warrant Shares should consult their own tax advisors with respect to their
particular circumstances,

Taxation for Holders of Unit Shares, Warrants or Warrant Shares - Resident in Australia for Tax
Purposes

This portion of the summary applies to holders of Unit Shares, Warrants or Warrant Shares who,
for the purpose of Australian Tax Laws and at all relevant times, are, or are deemed to be, resident in
Australia, '

Dividends on Unit Shares or Warrant Shares

Generally, dividends received by security holders will be required to be included in the assessable
income of the security holder in the income year in which the dividend is paid.

Broadly, dividends paid on the Unit Shares or Warrant Shares may be “franked”, “partially
franked” or “ynfranked”. Franked dividends have franking credits attached. A dividend may be franked to
the extent underlying Australian corporate tax has been paid on the profits distributed. To the extent a
dividend is “unfranked”, no franking credits are attached. Subject to certain exceptions, including but not
imited 1o the Unit Shares or Warrant Shares not being held for at least 45 days “at risk”, a tax offset will
generally be allowed equal to the amount of the franking credits attached to the franked dividend.

Individual security holders and complying superannuation funds may receive a tax refund if the
franking credits attached to the dividend exceed their tax liability for the income year.

Where the security holder is a corporate entity, the security holder will not be entitled to a tax
refund for any franking credits that exceed their tax liability for the income year, but may be entitied to
convert the excess franking credits into a current year tax loss which could be carried forward to be offset
against taxable income in a later year, subject to satisfying certain tests. The receipt of a franked dividend
will also generally give rise to a credit in the corporate entity’s franking account to the extent the dividend
is franked.
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Offering Price

The offering price paid for the Units will need to be apportioned on an appropriate basis between
the Unit Shares and the Warrants when establishing the tax cost base of each.

Exercising of Warrants

Generally, when a security holder converts their Warrant into a Warrant Share, there will be no
capital gain or capital loss and the tax cost base of the resultant Warrant Share will include the tax cost
base of the Warrant plus any exercise price paid.

In the event the Warrant Share is subsequently disposed by the security holder, please refer to our
comments beiow.

Lapsing of Warrants

Broadly, where a security holder does not convert a Warrant into a Warrant Share, a capital gains
tax (“CG'T") event will be triggered upon the Warrant lapsing. :

Generally a capital loss may result and will depend on each security holder’s individual
circumstances.

Disposal / Trading of Warrants

This summary does not address issues for purchasers who dispose of, or trade, their Warrants.

Dispositions of Unit Shares or Warrant Shares

Australian resident security holders who hold Unit Shares or Warrant Shares on capital account
will be taxed under the Australian CGT provisions upon disposition of their Unit Shares or Warrant
Shares. An Australian resident security holder will incur a capital gain where the proceeds received on
disposition exceed the tax cost base of the Unit Shares or Warrant Shares disposed. Any net capital gain
" (i.e. the capital gain remaining after recoupment of any capital losses) is included in the security holder’s
assessable income.

Similarly, a security holder will incur a capital loss on the disposition of Unit Shares or Warrant
Shares where the proceeds received are less than the reduced tax cost base of the Unit Shares or Warrant
Shares for CGT purposes. Capital losses can only be used to offset capital gains. Any unapplied capital
losses may be carried forward to offset future capital gains subject to satisfying certain tests.

Tax Treatment of Capital Gains and Capital Losses

A capital gains discount may apply to reduce the amount of net capital gains included in a
security holder’s assessable income.

‘ For security holders that are individuals and trustees (other than trustees of complying
superannuation funds) a 50% CGT discount is available on the disposal of a Unit Share or Warrant Share
provided that the share has been held for at least 12 months. This concession will result in only 50% of
the net capital gain (i.e. the capital gain remaining after recoupment of any capital losses) being
assessable.

30



For complying superannuation funds a 33"*% capital gains discount is available on the disposal
of a Unit Share or Warrant Share provided that the share has been held for at least 12 months. This
concession will result in only 66*°% of the net capital gain (i.e. the capital gain remaining after
recoupment of any capital losses) being assessable.

Taxation for Holders of Unit Shares, Warrants or Warrant Shares — Non Resident of Austraha for
Fax Purposes

This portion of the summary applies to holders of Unit Shares, Warrants or Warrant Shares who,
for the purpose of Australian Tax Laws and at all relevant times, are not, or are not deemnd to be,
residents of Australia,

Dividends on Unit Shares or Warrant Shares

The tax treatment of dividends received by non resident security holders will generally be
determined based on the relevant legislation in their country of residence.

Dividends received by security holders may either be “fully franked”, “partially franked” or
“unfranked”. Fully franked dividends paid by the Company to non-resident security holders are generally’
not subject to Australian dividend withholding tax, Unfranked dividends paid to son-resident security
holders will generally be subject to withholding tax at a rate of 30% on the unfranked component of the
dividend paid. The withholding tax rate is generally reduced to 15% (lower for certain countries) where
there is an applicable double tax treaty. However, the Australia — Canada double tax agreement (“DTA™)
provides for Australian dividend withholding tax that is not to exceed a rate of 5% for franked dividends
paid to a company that holds directly at least 10% of the voting power in the Company. The DTA further
provides that in all other cases, the dividend withholding tax rate shail not exceed 15%.

Where a withholding tax applies the Company will be reqmred to deduct the appropriate amount
of withholding tax prior to making the dividend payment.

In certain circumstances, security holders may be eligible to claim a foreign tax credit for any
Australian tax paid relating to the dividend received. .

The Australian income tax system does contain one important exemption from the withholding
tax system for unfranked dividends that are declared to be conduit foreign income (“CFI”). In broad
terms, CFI is foreign income that is not otherwise taxable in Australia due to the operation of specific
provisions. Under the CFI measures, an Australian company may pay this income to foreign security
holders free of Australian dividend withholding tax.

Offering Price

The offering price paid for the Units will need to be apportioned on an appropriate basis between
the Unit Shares and the Warrants when establishing the tax cost base of each.

Exercising of Warrants
Generally, when a security holder converts their Warrant into 2 Warrant Share, there will be no

capital gain or capital loss and the tax cost base of the resultant Warrant Share will include the tax cost
base of the Warrant plus any exercise price paid.
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In the event the Warrant Share is subsequently disposed by the security holder, please refer to our
comiments below, '

Lapsing of Warrants

Broadly, where a security holder does not convert a Warrant into a Warrant Share, a CGT event
will be triggered upon the Warrant lapsing.

Generally, a capital loss may result and will depend on each security holder’s individual
circumstances — refer also comments under the heading “Dispositions of Unit Shares or Warrant Shares™.

Disposal / Trading of Warrants
This summary does not address issues for purchasers who dispose of, or trade, their Warrants.
Dispasitions of Unit Shares or Warrant Shaves

Disposition of the Unit Shares or Warrant Shares will result in a CGT event. This will result in
either a capital gain or capital loss arising for the security holder.

Security holders who are non residents of Australia for income tax purposes will generally not
have any Australian CGT implications unless the security holder holds (togettier with their associates) an
interest of at least 10% in the Company (non portfolio interest) at the time of disposition, or for any
continuous 12 month period during the two years immediately preceding the disposition, and certain other
conditions are satisfied.

Non-Australian resident security holders must seek specific advice based on their particular
circumstances with respect to Australian CGT on the disposal of Unit Shares and Warrant Shares,
or the lapsing/disposal (or trading) of Warrants in the Company.

RISK FACTORS

There are a number of risks that may have a material and adverse impact on the future operating
and financial performance of Marengo and the value of the Ordinary Shares. These include risks that are
widespread risks associated with any form of business and specific risks associated with Marengo’s
business and its involvement in the exploration and mining industry generally and in Papua New Guinea
in particutar. While. most risk factors are largely beyond the control of Marengo and its directors, the
Company will seek to mitigate the risks where possible, for example by maintaining its key relationships
with Papua New Guines’s federal and regional governments and local people. However, an investrnent in
the Units is considered speculative due to the nature of Marengo’s business and the present stage of its
development. A prospective investor should carefully consider in light of their own financial
circumstances, the factors set out herein, as well as other information contained or incorporated by
reference in this short form prospectus, including, in particular, the “Risk Factors™ section on pages 18 to
22 of the Annual Information Form and the management’s discussion and analysis of financial condition
and results of operations incorporated by reference in this short form prospectus.

Additienal Funding may Be Required
The funds of the Company currently available and to be raised under the Offering are not

designated for development of the Yandera Project. Accordingly, if the DFS is successful, the Company
will need to raise further capital and/or debt financing to develop the Yandera Project. The success and
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the pricing of any such capital raising and/or debt financing will be dependent upon the prevailing market
conditions at that time, the outcome of the DFS or any other relevant feasibility studies and exploration
programs and upon the availability of significant amounts of debt and equity financing to a company
without significant projects already in production, Further, Marengo may require further capital from
external sources to develop any newly discovered mineral deposits. If additional capital is raised by an
issue of securities, this may have the effect of diluting shareholders’ interests in the Company. Any debt
financing, if available, may involve financial covenants upon the Company and its operations, 1f the
Company cannot obtain such additional capital, the Company will not be able to complete the
development of the Yandera Project or further explore any newly discovered mineral deposits or may be
required to reduce the scope of any expansion which could adversely affect its business, operatmg results
and financial condition,

Exploration and Development Risks

A portion of the net proceeds of the Offering will be used to finance the Company’s district
exploration program at the Yandera Project. The exploration for and development of mineral deposits
involves significant rigsks, which even a combination of careful evaluations, experience and knowledge
may not eliminate. Although the discovery of a mineral body may result in substantial rewards, few
properties explored are ultimately developed into producing mines. It is impossible to ensure that the
current exploration program planned by Marengo will result in a profitable commercial mining operation.

Piscretion in the Use of Preceéds

Management will have discretion concerning the use of proceeds of the Offering as well as the
timing of their expenditures. As a result, investors will be relying on the judgment of management as to
the application of the proceeds of the Offering. Management may use the net proceeds of the Offering in
ways that an investor may not consider desirable. The results and effectiveness of the application of the
proceeds are uncerfain, If the proceeds are not applied effectively, the Company’s resuEts of operations
may suffer.

Company may not Obtain Renewal of EL1416

The Company’s interest in the Yandera Project is derived from two ELs, EL1335 and EL1416.
EL1416 expired on June 4, 2010, An application for renewal for an additional two year term was made
prior to June 4, 2010. Although the Company has no reason to believe that EL.1416 will not be renewed
for an additional two vear term, there can be no assurance that will be the case. Any failure to renew
EL1416 would have a material adverse effect on the Company’s ﬂnanmai condxtlon and results of
operations,

Sustained or Continued Decreases in the Price of COpperland Molybdenum

The price of copper and molybdenum fluctuates widely and is affected by numerous factors
beyond the control of Marengo such as industrial and retail supply and demand, exchange rates, inflation
rate fluctuation, changes in global economies, confidence in the global monetary system, forward sales of

~metals by producers and speculators as well as other global or regional political, social or economic

events. The supply of metals consists of a combination of new mine production and existing stocks held
by governments, producers, speculators and consumers. Future production from Marenge’s mining
properties, including in particular the Yandera Project, is dependent upon the price of copper and
molybdenum being adequate to make it économic.
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Future price declines in the market price of copper or molybdenum could cause development of
the Yandera Project to be rendered uneconomic. Declining metal prices will also adversely affect the
Company’s ability to obtain financing both now and in the long-term. As a result, further declines in
copper or molybdenum prices could force Marengo to discontinue exploration of the Yandera Project and
the DFS.

Current Global Economic Conditions

Current global economic conditions have been characterized by volatility and several financial
institutions have either gone into bankruptcy or have had to be rescued by governmental authorities.
Access to financing has been negatively impacted by many factors as a result of the global financial crisis.
This may impact the Company’s ability to obtain financing in the future on favourable terms.
Additionally, global economic conditions may cause decreases in asset values that are deemed to be other
than temporary, which may result in impairment losses. If such volatility and market turmoil continue, the
Company’s operations and financial condition could be adversely impacted.

Struciural Subordination of the Ordinary Shares

In the event of a bankruptey, liquidation or reorganization of the Company, certain trade creditors
will generally be entitled to payment of their claims from the assets of the Company before any assets are
made available. for distribution to the shareholders. The Ordinary Shares will be effectively subordinated
to most of the other indebtedness and liabilities of the Company. The Company will be limited in its
ability to incur secured or unsecured indebtedness.

Future Sales or Issuances of Ordinary Shares

The Company may sell additional Ordinary Shares or other securities in subsequent offerings.
The Company may also issue additional securities to finance future activities. The Company cannot
predict the size of future issuances of securities or the effect, if any, that future issuances and sales of
securities will have on the market price of the Ordinary Shares. Sales or issuances of substantial numbers
of Ordinary Shares, or the perception that such sales could occur, may adversely affect prevailing market
prices of the Ordinary Shares. With any additional sale or issuance of Ordinary Shares, investors will
suffer dilution to their voting power and the Company may experience dilution in its earnings per share.

INTEREST OF EXPERTS

Certain Canadian legal miatters relating to the Offering will be passed upon at the date of closing
on behalf of the Company by Fraser Milner Casgrain LLP and on behalf of the Agents by Cassels Brock
& Blackwell LLP. As at the date hereof, the partners and associates of Fraser Milner Casgrain LLP and
Cassels Brock & Blackwell LLP, each as a group, beneficiafly own, directly or indirectly, less than [% or -
none of the outstanding securities of the Company.

Peter Dendle is a full-time employee of Marengo but does not have, never has had, and will not
receive, an interest in the property of Marengo. Mr, Dendie is the registered or beneficial owner (direct or
indirect) of 150,600 Ordinary Shares and 500,000 options to purchase Ordinary Shares.

Stephen Godfrey, the author of the Revised Technical Report, did not hold at the time of
preparation of the Revised Technical Report, and did not and will not receive after that time, a registered
or beneficial interest, direct or indirect, in any securities or other property of the Company or of any
associate or affiliate of the Company. As at the date hereof, the aforementioned person and the directors,
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officers, employees and pattners of Golder Associates Pty Ltd, beneficially owned, divectly or indirectly,
less than 1% or none of the outstanding securities of the Company.

Stantons International Pty Ltd is the independent registered auditors of the Company.

EXEMPTIONS FROM NATIONAL INSTRUMENT 41-101 - GENERAL PROSPECTUS
REQUIREMENTS

On July 15, 2010, the Ontaric Securities Commission (the “OSC™) granted Marengo the
requested exemptive relief to allow it to file this short form prospectus more than 90 days after the date of
the OSC's receipt for Marengo's preliminary short from prospectus dated April 21, 2010, extending the
date by which this short form prospectus must be filed to August 11, 2010,

STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION

Securities legislation in certain of the provinces of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities, This right may be exercised within two business days
after receipt or deemed receipt of a prospectus and any amendment. In several of the provinces, the
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions,
revisions of the price or damages if the prospectus and any amendment contains a misrepresentation or is
not delivered to the purchaser, provided that the remedies for rescission, revision of the price or damages
‘are exercised by the purchaser within the time limit prescribed by the securities legislation of the
purchaser’s province. The purchaser should refer to any applicable provisions of the securities legislation
of the purchaser’s province for the particulars of these rights or consult with a legal advisor.
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AUDITORS’ CONSENT

We have read the short form prospectus of Marengo Mining Limited (thé “Company’} dated July
29, 2010 relating to the issue and sale of units of the Company. We have complied with Canadian
generally accepted standards for an auditor’s involvernent with offering documents.

We consent to the incorporation by reference in the above-mentioned short form prospectus of
our report to the shareholders of the Company on the consolidated balance sheets of the Company as at 30
June 2009 and 30 June 2008, and the consolidated income statements, statements of changes in equity and
cash flow statements for the years ended June 30, 2009 and June 30, 2008, such report is dated September
17, 2009.

West Perth, Western Australia (Signed) STANTONS INTERNATIONAL PTY LTD
July 29, 2010 '
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CERTIFICATE OF THE COMPANY

Dated: July 29, 2010

This short form prospectus, together with the documents incorporated by reference, constitutes
fuli, true and plain disclosure of all material facts refating to the securities offered by this short form
prospectus as required by the securities legislation of the provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick and Nova Scotia.

(Signed) LESLIE EMERY (Sigred) JOHN RIBBONS
Managing Director Chief Financial Officer

ON BEHALF OF THE BOARD OF DIRECTORS

{Signed) DOUGLAS DUNNET {Signed) JOHN HORAN
Director Director

C-L



CERTIFICATE OF THE AGENTS

Dated: July 29, 2010

To the best of our knowledge, information and belief, this short form prospectus, together with
the documents incorporated by reference, constitutes full, true and piain disclosure of all material facts
relating to the securities offered by this short form prospectus as required by the securities legislation of

the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick and Nova
Scolia. '

PARADIGM CAPITAL INC.

By: (Signed) ANDREW PARTINGTON

FRASER MACKENZIE LIMITED

By: (Signed) 3.C. 8T-AMOUR

C-2.
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Signed; M,_“T;\;ﬂ?{:t,
= Name: Davd Taylor
Title: Assistant General Counsel

Date: , < (2,200

This is Annexure D of 31 pages referred to in Form 604 - Notice of change of interests of substantial holder.




No securities regulatory authority has expressed an opinion about these securities and it Is an offence to claim otherwise. This short form prospectus constitutes a
public offering of these securities only in those juvisdictions where they may be lawfully offered for sale and only by persons permitted to sell these securities In those
Jurisdictions. These secarities have not been and will not be registered under the Unlted States Securities Act of 1933, as amended, or any state securities laws and
may not be offered or sold in the United States or to Unived States persons except in compliance with the registration requirements of the United States Secnritivs Act
of 1933, as amended, and applicable state securities laws or under exemptions from those laws. See “Plan of Distribution.”

Information has been incorporated by reference in this short form prospectus from documents filed with secarities commissions or similar authorities in Canada.
Capies of the decuments incorporated herein by reference may be obtained on request without charge from the Company Secretary of Marengo Mining Limited at
Level 2, 9 Havelock Street, West Perth, Western Anstralia, 6005, telephone 1618 9429 0000, and are also available electronically under the Company's profile af the

SEDAR website,

SHORT FORM PROSPECTUS

" New Issue November 30, 2010

ABN 57 099 496 474

C$ 55,000,000
110,000,000 Units

- "Thls short form prospectus qualifies the distribution (the “Offering™) by Marengo Mining Limited (“Marengo” or the
“Company”) of an aggregate of up to 110,000,000 units (the “Units”) of Marengo, each Unit consisting of one ordinary
~-share of the Company (each, a “Unit Share™) and one subscription receipt (each, a “Subscription Receipt”) at a price of
C$0.50 per Unit (the “Offering Price™), pursuant to the terms of an agency agreement dated as of November 30, 2010 (the
Agency Agreement”) between Marengo and Paradigm Capital Inc. (the “Agent”). Each Subscription Receipt will entitle
-the holder thereof to receive, without payment of additional consideration or further action, one ordinary share of the
lompany (each, a “Receipt Share™) upon satisfaction of the Release Condition (as defined herein under “Plan of

."sttrabutzon "). The effective price per ordinary share of the Company offered under this short form prospectus is C$0.25
”(the “Effective Price”).

-'Upon closing of the Offering, the gross proceeds of the Offering from the sale of the Unit Shares, less the expenses and

'Agent’s Fee (as defined herein) relating thereto, shall be paid to the Company. The gross proceeds of the Offering from the

ale of the Subscription Receipts (the “Escrowed Proceeds™) will be deposited with Computershare Trust Company of

o /rCanada, as escrow agent (the “Escrow Agent”), and invested in short-term obligations of, or guaranteed by, the
- .Government of Canada (and other approved investments), pending satisfaction of the Release Condition (as defined herein).

« . The funds held by the Escrow Agent, together with all interest earned thereon, are referred to herein as the “Escrowed
Funds”

/" Provided that the Release Condition is satisfied at or before 5:00 p.m. (Perth time) on the date that is 35 days following

~-receipt for the final prospectus (the “Release Deadiine”), the Escrowed Funds will be released to the Company and the

- __Subscription Receipts will be automatically converted into Receipt Shares, without payment of additional consideration or
~further action on the part of the holders,

<. In the event that: (i) the Release Condition is not satisfied by the Release Deadline; or (ii) prior to such time, the Company

~advises the Agent or announces to the public that it does not intend to satisfy the Release Condition (each such event being

. a-“Termination Event”), then the Escrow Agent will return to the holders of the Subscription Receipts, on the third

" ““business day following the occurrence of such a Termination Event (the “Termination Date”), an amount equal to the

- aggregate Escrowed Proceeds from the Subscription Receipts held by such holder and their pro rata share of interest earned

won the Escrowed Proceeds. The Company shall be responsible and liable to such holders for any shortfall between that
amount and the Escrowed Funds. See “Description of Securities Being Distributed—Subscription Receipts”.

No additional consideration will be received by the Company and no commission or fee will be payable by the Company in
connection with the Receipt Shares issuable upon conversion of the Subscription Receipts. The Offering Price was
determined by negotiation between Marengo and the Agent, :

The outstanding ofdinzuy shares of the Company (the “Ordinary Shares”) are listed and posted for trading on the
Australian Securities Exchange (the “ASX”) and the Port Moresby Stock Exchange (the “POMSeX”) under the symbol



“MGO” and on the Toronto Stock Exchange (the “TSX") under the symbol “MRN”. On November 29, 2010, the last
trading day on the ASX before the filing of this short form prospectus, the closing price of the Ordinary Shares on the ASX
was A$0.28. On November 29, 2010, the last trading day on the TSX before the filing of this short form prospectus, the
closing price of the Ordinary Shares on the TSX was C$0.265. There is no market through which the Subscription
Receipts may be sold and purchasers may not be abie to resell Subscription Receipts purchased under this short
form prospectus.

An investment in the Units is speculative and involves significant risk. In particular, the conversion of the

Subscription Receipts into Receipt Shares is subject to the satisfaction of the Release Condition. See “Risk Factors”
.and “Cautionary Statement Regarding Forward-Looking Information”. Prospective investors should carefully review
“andevaluate these factors before investing in the Units.

Price: C$0.50 per Unit

Price to the Net Proceeds to
Public Agent’s Fee') Marengo®
o PerUnit e, C$0.50 C50.03 C3$0.47
L Total® e C$55,000,000  €$3,300,000 C$51,700,000

NOtes,

T(Ey  Pursuant to the Agency Agreement, the Company has agreed to pay to the Agent a cash fee (the “Agent’s Fee™) equal to 6% of the gross
! proceeds of the Offering, except for any order from Sentient Executive GP 11, Limited (“Sentient”) on which only a cash commission equal to
1.5% of any such proceeds will be received, payable on the Closing Pate (as defined herein). Unless otherwise indicated, it is assumed that no
Units will be issued to Sentient and that the Agent’s Fee will be payable on the total number of Units to be issued pursuant to the Offering,

After deducting the Agent’s Fee and before deducting expenses of the Offering, estimated to be C$500,000, which will be paid from the proceeds
of the Offering.

The Company has granted to the Agent an option (the “Over-Alotment Option”), exercisable in whole or in part at the sole discretion of the
Agent for a period of 30 days following the Closing Date, to purchase up to such number of additional Subscription Receipts (the “Additional -
Subscription Receipts™), at the Effective Price and on the same terms and conditions of the Offering (including conversion subject fo receipt of
the Shareholder Approval (as defined herein)), as are convertible into an aggregate number of Ordinary Shares as is equal to 15% of the number
of Unit Shares and Subscription Receipts sold pursuant to the Offering. In the event that the Shareholder Approval is received prior to the
exercise of the Over-Allotment Option, the Company will issue Ordinary Shares in leu of Subscription Receipts. This short form prospectus also
qualifies for distribution the Over-Allotment Option and the Additional Subscription Receipts. A purchaser who acquires Additional Subscription
Receipts forming part of the Agent's over-allocation position acquires such Additional Subscription Receipts under this short form prospectus,
regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market
purchases. Unless the context requires otherwise, ail references fo Receipt Shares in this short form prospectus shail include the securities
issuable upen exercise of the Over-Allotment Option. If the Over-Allotment Option is exercised in full, the total price to the public, Agent’s Fee
and net proceeds to Marengo will be C$63,250,000, C$3,795,000 and C$59,455,000, respectively, before deducting expenses of the Offering.
See “Plan of Distribution”.

s Maximum Size or Number
Agent’s Pasition of Securities Available Exercise Period Exercise Price

Over-Allotment Option. e 33,000,060 Any time but not fater than 30 C§0.25
days after ctosing of the .
Offering

“The TSX has conditionally approved the listing of the Unit Shares and the Receipt Shares issuable upon conversion of the
¢ Subscription Receipts on the TSX. Listing is subject to the Company fulfilling all of the listing requirements of the TSX on_
‘ b-or before February 16, 2011, In accordance with the listing rules of the ASX and the POMSoX, Marengo will also apply for
official quotation of the Unit Shares and the Receipt Shares issuable upon conversion of the Subscription Receipts on the
ASX and the POMSoX. '

The Agent conditionally offers the Units on a best efforts basis and, subject to prior sale, if, as and when issued by the
Company and delivered and accepted by the Agent in accordance with the conditions contained in the Agency Agreement
referred to under “Plan of Distribution” and subject to the approval of certain legal matters on behalf of the Company by
Fraser Milner Casgrain LLP, and on behalf of the Agent by Cassels Brock & Blackwell LLP. In connection with the
Offering and subject to applicable laws, the Agent may over-allot or effect transactions that are intended to stabilize or
maintain the market price of the Ordinary Shares at levels other than that which might otherwise prevail in the open market



. for a limited period after the date on which the Offering is completed. Such transactions, if commenced, may be
discontinued at any time, and must be brought to an end after a limited period. See “Plan of Distribution™.

Subscriptions for the Units will be received subject to rejection or allotment in whole or in part and the right is reserved to
close the subscription books at any time without notice. Certificates representing the Unit Shares and the Subscription
Receipts will be issued in registered form on the date of closing, which is expected to occur on or about December 7, 2010,
or any other date on which the Company and the Agent may agree, but in any event not later than 42 days after the date of
the receipt for this short form prospectus (the “Closing Date™),

S .._Marengo s registered and head office is located at Level 2, 9 Havelock Street, West Perth, Western Australia, 6005

o Marengo is incorporated under the laws of a foreign jurisdiction and both the Company and a majority of the directors and

—officers of Marengo reside outside of Canada. Although the Company and the directors and officers that signed this short
form prospectus have appomted Fraser Milner Casgrain LLP, 77 King Street West, Suite 400, Toronto, Ontario, M5K DAl
as its agent for service of process in Canada, it may not be possible for investors to enforce judgments obtained in Canada

‘ag,amst Marengo or any of its directors or officers residing outside of Canada,
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DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by reference in this short form prospectus from
documents filed with securities commissions or similar authorities in Canada. Copies of the
documents incorporated herein by reference may be obtained on request without charge from the
Company Secretary of Marengo at Level 2, 9 Havelock Street, West Perth, Western Australia, 6003,
telephone +618 9429 0000, and are also available electronically under the Company’s profile at the
SEDAR website. : ‘

The following documents of the Company, filed with the securities comumissions or similar
authorities in the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New
- Brunswick and Nova Scotia, are specifically incorporated by reference into and form an integral part of
this short form prospectus: :

' (a) annual information form of the Company dated September 28, 2010 for the financial year
ended June 30, 2010 {the “Annual Information Form”);

(b) audited annual consolidated financial statements of the Company as at, and. for the
financial year ended June 30, 2010, together with the auditors’ report thereon dated
September 23, 2010 and the notes thereto,

(¢ management’s discussion and analysis of financial condition and results of operations for
the financial year ended June 30, 2010;

() unaudited interim consolidated financial statements of the Company as at, and for the
three month period ended September 30, 2010, together with the notes thereto; :

(e management’s discussion and analysis of financial condition and results of operations for
the three month period ended September 30, 2010,

) explanatory. statement and management information circular of the Company dated
September 30, 2010 prepared in connection with the annual general meeting of
shareholders held on November 11, 2010; and

(2) explanatory statement and management information circular of the Company dated
November 18, 2010 prepared in connection with a general meeting of shareholders to be
held on December 21, 2010.

A reference herein to this shert form prospectus alse means any and all documents
incorporated by reference in this short form prospectus. Any document of the type referred to
above, including audited annual consolidated financial statements, unaundited interim consolidated
financial statements and the related management’s discussion and analysis, material change reports
{excluding confidential material change reports), any business acquisition reports, the content of
any news release disclosing financial information for a period more recent than the period for
which financial information is deemed incorporated by reference in this short form prospectus and
certain other disclosure decuments as set forth in Ttem 11,1 of Form 44-101F1 of National
Instrument 44-101 of the Canadian Securities Administrators filed by the Company with the
securities commissions or similar regulatory authorities in Canada after the date of this short form
prospectus and prior to the termination of the Offering shall be deemed to be incorporated by
reference in this short form prospectus.



Any statement contained in this short form prospectus or in a document incerporated or
deemed to be incorporated by reference herein shall be deemed to be modified or superseded for
the purposes of this short form prospectas, to the extent that a statement contained herein or in any
other subsequently filed document which also is or is deemed to be incorporated by reference
herein modifies or supersedes such statement. Any statement so modified or superseded shall not
constitute a part of this short form prospectus, except as so modified or superseded. The modifying
or superseding statement need not state that it has modified or superseded a prior statement or
includes any other information set forth in the document that it modifies or supersedes. The
making of such a modifying or superseding statement shall not be deemed an admission for any
purposes that the medified or superseded statement, when made, constituted a misrepresentation,
an untrue statement of a material fact or an omission to state a material fact that is required to be
stated or that is necessary to make a statement not misleading in light of the circwmstances in which
it was made.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Certain information in this short form prospectus, including all statements that are not historical
facts, constitutes forward-looking information within the meaning of applicable Canadian securities laws.
Such forward-looking information includes, but is not limited to, information which reflect management’s
expectations regarding Marengo’s future growth, results of operations (including, without limitation,
future production and capital expenditures), performance (both operational and financial) and business
prospects (including the timing and development of new deposits and the success of exploration
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activities) and opportunities. Often, this information includes words such as “plans”, “expects” or “does
not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or
“does not anticipate” or “believes” or variations of such words and phrases or statements that certain

actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved.

In making and providing the forward-looking information included in this short form prospectus,
the Company has made numerous assumptions. The assumptions include, among other things,
assumptions regarding: (i) the accuracy of exploration results received to date; (ii) anticipated costs and
expenses; (iii) the accuracy of the Company’s mineral resource estimate; (iv) the future price of copper
and molybdenum; and (v) that the supply and demand for copper, molybdenum, and other metals develop
as expected. Although management believes that the assumptions made and the expectations represented
by such information are reasonable, there can be no assurance that the forward-looking information will
prove to be accurate. By its nature, forward-looking information is based on assumptions and involves
known and unknown risks, uncertainties and other factors that may cause the Company’s actual results,
performance or achievements, or industry results, to be materially different from future results,
performance or achievements expressed or implied by such forward-looking information. Such risks,
uncertainties and other factors include, among other things, the following: (i) the risk that Shareholder
Approval (as defined herein) for the issue of the Receipt Shares upon conversion of the Subscription
Receipts is not obtained; (ii) the absence of any market through which Subscription Receipts may be
traded; (iii) the risk that the proceeds of the Offering are not applied effectively; (iv) structural
subordination of the Ordinary Shares; and (v) dilution from the future issue or sale of Ordinary Shares.

This short form prospectus (see “Risk Factors”) and the Company's interim and annual
management’s discussion and analysis incorporated herein by reference contain additional information on
risks, uncertainties and other factors relating to the forward-looking information. Although the Company
has attempted to identify factors that would cause actual actions, events or results to differ materially
from those disclosed in the forward-looking information, there may be other factors that cause actual
results, performances, achievements or events not to be as anticipated, estimated or intended. Also, many
of the factors are beyond the Company’s control. Accordingly, readers should not place undue reliance on



forward-looking information. The Company undertakes no obligation to reissue or update forward-
looking information as a result of new information or events after the date of this short form prospectus,
except as may be required by law. All forward-looking information disclosed in this short form
prospectus is qualified by this cautionary statement.

Additional information about the Company and its business activities is available under the
Company’s profile on the SEDAR website.

ELIGIBILITY FOR INVESTMENT

In the opinion of Fraser Milner Casgrain LLP, counsel to the Company, and Cassels Brock &
Blackwell LLP, counsel to the Agent, based on the provisions of the Income Tax Act (Canada) (the “Tax
Act”) and the regulations thereunder (the “Regulations”) in effect on the date hereof, the Unit Shares and
the Receipt Shares would be, if issued on the date hereof, qualified investments (“Qualified
Investments”) for trusts governed by registered retirement savings plans, registered retirement income
funds, deferred profit sharing plans, registered education savings plans, registered disability savings plans
and tax-free savings accounts (“TFSAs”) under the Tax Act {collectively, “Exempt Plans”) provided that
the Unit Shares and the Receipt Shares are listed on a “designated stock exchange”, as defined in the Tax
Act. The Subscription Receipts will be a Qualified Investment for an Exempt Plan provided that: (i) the
Ordinary Shares are listed on a “designated stock exchange and (ii) the Company is not a “connected
person” under the Exempt Plan. For this purpose, a “connected person” under an Exempt Plan is defined
as a person who is an annuitant, a beneficiary, an employer or a subscriber under, or a holder of, the
Exempt Plan as well as any other person who does not deal at arm’s length with that person.

The Unit Shares, Subscription Receipts and Receipt Shares will not be “prohibited investments”
for a trust governed by a TFSA, provided the holder of the TFSA deals at arm’s length with the Company
for purposes of the Tax Act and does not have a “significant interest” (within the meaning of the Tax Act)
in the Company or in any person or partnership with which the Company does not deal at arm’s length for
purposes of the Tax Act. Holders of trusts governed by a TFSA should consult their own tax advisors to
ensure the Unit Shares, Subscription Receipts and Receipt Shares would not be a prohibited investment in
their particular circumstances.

CURRENCY PRESENTATION AND EXCHANGE RATE INFORMATION

The Company reports in Australian dollars. Accordingly, unless otherwise indicated, all
references to “A$” or “dollars” in this short form prospectus refer to Australian dollars, “C$” refers to
Canadian dollars, “US$” refers to United States dollars and “PGK” refers to Papua New Guinean kinas.

The high, low, average and closing exchange rates for Canadian dollars in terms of Australian
dollars and Canadian dollars in terms of United States dollars for each of the two years ended June 30,
2010 and 2009 and the three month periods ended September 30, 2010 and 2009, as quoted by the Bank
of Canada, were as follows:

Canadian dollar per Awstralian doflar High Lo Average Closing
Year ended June 30 .

2010 e e e e g ene v e e $1.1583 $1.0181 $1.0748 $1.1120
2009 ey $1.3291 $1.0181 $1.1589 $1.0680
Three Months ended September 30

2010 e e e e s e a s T e $1.1203 30,9996 $1.0627 . $1.0072
2009 $1.1306 $1.0544 $1.1589 $1.0680



Canadian dollar per United States dollar _ High Low  Average®  Closing

Year ended June 30

2010 $1.0039 $0.858G $0.9475 $0.9429
2009 $0.9984 $0.7692 $0.8575 - $0.8602
Three Months ended September 30 : ‘
2010 e $0.9844 $0.9381 $0.9624 $0.9711
2000 o e e s 30,9422 $0.8580 $0.9108 $0.9327
Notes:

(1) Calculated as an average of the daily'noon rates for each period.

On November 29, 2010, the Bank of Canada exchange rate for the purchase of one Australian
dollar using Canadian dollars was C$0.9811 (C$1.00 = A$1.0193).

On November 29, 2010, the Bank of Canada noon spot exchange rate for the purchase of one
United States dollar using Canadian dollars was C$1.0227 (C$1.00 = US$0.9778).

On November 29, 2010, the Reserve Bank of Australia exchange rate for the purchase of one
Papua New Guinean kina using Australian dollars was A$0.3939 (A$1.00 = PGK2.5386).

FINANCIAL INFORMATION

The financial statements of the Company incorporated by reference in this short form prospectus
are reported in Australian dollars and have been prepared in accordance with International Financial
Reporting Standards rather than Canadian generally accepted accounting principles and may not be
comparable fo financial statements of Canadian issuers. Marengo has not, and is not required to, provide a
reconciliation of its financial statements to Canadian generally accepted accounting principles.



THE COMPANY
Corporate Structure

Marengo was incorporated under the Corporations Act 2001 (Cth) (Australia) on February 6,
2002, Marengo listed on the ASX on November 13, 2003 upon the issuance of 17.5 million Ordinary
Shares for gross proceeds of A$3.5 million and subsequently listed on the POMSoX on November 10,
2006. On April 15, 2008, following a public offering of 44,736,843 Ordinary Shares for gross proceeds of
C$8.5 million by way of a long form prospectus, the Ordinary Shares were listed and commenced trading
on the TSX.

Marengo has one subsidiary, Marengo Mining (PNG) Limited (“Marenge PNG”). Marengo
PNG is wholly and directly owned by Marengo. Marengo PNG was incorporated under the laws of Papua
New Guinea on Febroary 21, 2005, Marengo PNG holds the Company’s interest in the Yandera’ iject
(as defined below).

Uniess the context otherwise requires, references in this short form prospectus to the “Company”
are references to Marengo and Marengo PNG, together.

Overview

Marengo is an exploration and feasibility stage mining company. Marengo’s principal asset is a
100% interest in a copper-molybdenum-gold deposit located in Madang Province, Papua New Guinea
(the “Yandera Project”). Papua New Guinea is located within the “Ring of Fire”, between West Papua
and New Zealand, Management believes each of Barrick Gold Corporation, China Metallurgical Group
Corporation, Lihir Gold Limited, Newcrest Mining Limited and Harmony Gold Mining Co. Ltd. to be
currently operating in Papua New Guinea. The following map highlights the location of the Yandera
Project relative to south-east Asia and Australia:

-
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The Company also owns a database of exploration and project evaluation activities {including all
exploration and drilling data, assay results from 102 diamond holes totalling 33,000 metres, resource
estimates and scoping studies) at the Yandera Project between 1970 and 1989.

In September 2006, the Company commissioned a conceptual mining study (the “CMS”) for the
Yandera Project to include a preliminary mine design and open pit optimization, metalfurgical test work,
plant flow sheet design and throughput options and capital and operating cost estimates. In July 2007, the
CMS was completed and, based on the positive results thereof, the Company determined to proceed with
a definitive feasibility study (the “DFS”) on the development of the Yandera Project.

Phase 1 of the DFS was completed in April 2008 and comprised a comparative development
options analysis study and delivered a number of positive results. Phase 2 of the DFS commenced in May
2008 and is ongoing. Phase 2 of the DFS involves metallurgical test work, mine design, process plant
design, tailings and concentrate pipeline design, route selection, geotechnical studies, equipment selection
and infrastructure layout. Phase 2 of the DFS also includes identification and consideration of options for
project mfrastructure processing facility locations and transportation in order to reduce initial capital
cOosts.

The primary focus of the Company for the ensuing 12 months is to complete the DFS and to
continue a district exploration program focusing on the area below and surrounding the Yandera Central

Porphyry.

The Company currently has no source of eémings other than interest paid to it on its current cash
position. In order to fund its ongoing exploration efforts and operations, Marengo has htstorlcai}y raised
funds through the issuance of equity securities.

RECENT DEVELOPMENTS

Joint Company Secretary

On October 6, 2010, the Company announced that Mr, Dennis Wilkins had been appointed as
Joint Company Secretary in addition to Mr. John Ribbons.

Memorandum of Understanding for Financing, Construction and Development of Yandera Project

On QOctober 18, 2010, the Company announced that it had entered into a memorandum of
understanding (the “MOU”) with Arccon WA Pty Lid. (“Arccon™) and China Nonferrous Metal
Industry’s Foreign Engineering and Construction Co. Ltd. (“NFC™) relating to future financing,
construction and development of the Yandera Project.

Under the MOU, Marengo has agreed to work exclusively with NFC and Arccon to establish the
cost and program for delivery of the Yandera Project in parallel with the completion of the current DFS.
These discussions will be conducted with a view to Marengo PNG entering into:

(a) a formal construction agreement (Engineering, Procurement and Construction Contract or
the “EPC Contract”) under which Marengo PNG will appoint NFC as the principal
contractor, under a lump sum turnkey contract, following a detailed evaluation of the
project construction costs to be undertaken by NFC as part of the final stage of the DFS;
and



)] a formal financing agreement, subject to agreement on the terms of the EPC Contract, .
under which NFC will facilitate at least 70% of the necessary financing for the project
development costs of the Yandera Project through Chinese banks.

Under the proposed consiruction agreement, NFC will be permittéd, to the extent reasonably
practicable, to maximize the use and procurement of engineering services, mechanical equipment,
fabricated steel and other construction materials, and mining equipment required for the Yandera Project
in China. ‘ '

The MOU includes an indicative timetable which contemplates the commencement of
construction of the Yandera Project by the first half of 2012 following completion of a formal EPC
Contract and approved financing anticipated by November 2011.

The MOU contemplates future agreements being entered into as described above, including the
EPC Contract. There can be no assurance that such agreements or any of the transactions contemplated
by. the MOU will be entered into or be completed. '

DETAILS OF THE YANDERA PROJECT

Deétailed information in respect of the Yandera Project is set out in the revised and restated
technical report on the Yandera Project (the “Revised Technical Report”™) originally dated December
2008 and revised and restated January 2009, prepared by Stephen Godfrey, Associate, Principal Resource
Geologist of Golder Associates Pty Ltd (Australia) and a summary of the Revised Technical Report is set
out at pages 10 to 15 of the Annual Information Form. See “Documents Incorporated by Reference”.



CONSOLIDATED CAPITALIZATION

_ There have been no material changes in the Company’s share or loan capital, on a consolidated
basis, since September 30, 2010. The following table sets forth the consolidated capitalization of the
Company as at the dates indicated before and after completion of the Offering. This table should be read
in conjunction with the consolidated financial statements of the Company (including the notes thereto)
Jincorporated by reference into this short form prospectus,
Quistanding as at

September 30,
Qutstanding as Outstanding as at 2010
at September 34, after giving effect
_June 30, 2016 20100 to the Offering®
(Audited) (Unaudited) {Pro Forma -
_ Unaudited)
Long-Term Debt ...ovevrvreccecrnecececerecnciiens NIL NIL NIL
Ordinary Shares™ (authorized: unlimited) 498,810,862 738,810,863 938,810,863
Contributed Equity $ 78,109,418 $ 98,030,706 § 145,328,646
RESETVES evrerrnssssssusmeneone 2,832,413 § 1,444,078 § 1,444,078
Accumlated Losses § (58,498313) § (60,256,206) $  (60,256,203)
TOTAL EQUITY $ 22,443,518 §  39.218,578 $ 86,516,521
Notes:

(1) Before giving effect to the Offering.

(2} After deducting expenses of the Offering, estimated 1o be C$500,000, and the Agent's Fee and assuming no exercise of the
Over-Allotment Option,

(3) Not including shares issuable upon exercise of options, warrants or broker warrants which remained unexercised on June
30, 2010 and September 30, 2010, respectively.

USE OF PROCEEDS

On the Closing Date, the Escrowed Proceeds will be deposited with the Escrow Agent and
invested in short-term obligations of, or guaranteed by, the Government of Canada (and other approved
investments), pending satisfaction of the Release Condition. ‘

The net proceeds to the Company from the Offering will be C$51,200,000 after deducting the
Agent’s Fee of 83,300,000 and the estimated expenses of the Offering of C$500,000. If the Over-
Allotment Option is exercised in full, the net proceeds to the Company from the Offering will be
C$58,955,000 after deducting the Agent’s Fee of C$3,795,000 and the estimated expenses of the Offering
of C8500,000. See “Plan of Distribution”. ,

The Company intends to use the net proceeds to advance the exploration of the Yandera Project,
as well as for permitting and other pre-construction expenditures relating to the Yandera Project and
general corporate and working capital purposes. The proceeds from the Offering (assuming no exercise of
the Over-Allotment Option) will be used more particularly by the Company as follows:

Exploration (detailed BeloW).....covvviiomiii i et C$25 million
Permitting and other pre-construction expenditures (detailed below) .......oocveiveceiiinnnns C$15 million
General corporate and working capital ... C$11.2 million
Total: raeresTESe Lo RIS Lo TSN E IR AR ST RR BT ATR RS O ER SISO R TSR TR RS PSS T RO Y C$51.2 miltion



Exploration

Drilling {up to 35,000 metres) including 8858¥8 ..o v C3$9 million
HElICOPEET DEE oveveverriccereririre e s e e e s e st css v st s s eseseatasreseneres s s snsas s sracs obsnane C8$4 million
SALATIES 111 v 1eresseersr sttt ke bbb bbb e e C$4 million
Field accommodation (incl. major camp upgrades) ... ovvvacrrrminvnrenreicenisinene C85 million
Miscellaneous field expenditure and administration..........cooeeeviiines s C$3 million
TORALL ..o e C$25 millien

Permitting and other pre-construction expenditures includes work continuing or commencing on
various matters including, but not limited to, environmental, community affairs, landowner negotiations,
social impact studies, land surveys, mining tenement applications, capital and infrastructure planning. -

Permitting and Pre-construction

ERVITOTINENL cvv evvevererres s erscoemrrseiscerrensissennnensens bttt e b et e n s C$4 million
PO ot v evirereeras e ersesees e sb st es e ere s eseseresesnsns e sesmenens v e C$1 million
Community affairs, landowners negotiations, other SUIVeYS....ovuvcvvrevircvrsines S C$1 million
Tenement apPlICALIONS. .. ..cicvvrirreeecramrerere e et et bbb s C$0.5 million
Salaries and miscellaneons eXpenditires ... e v sorneereenesenes C$2.5 million
Capital and preconsiructon HEIMS. .o G C$6 million
Total: .......... YRR LA A SRR PR C$15 miilion

The proposed exploration expenditures will focus on extensions to the resource at depth, along
strike and adjacent to the initial proposed mining pits. To some extent the amount of resource extension
drilling will be dependent on the results of the current drlllmg program due for completion in December
2010 and the initial results of the DFS which may require additional resource infill, geotechmcal or
engineering drilling to be done as a priority. The program envisages up to six diamond drilling rigs in
operation for 10 months. Work will also continue on the detailed geological model for the resource and
adjacent areas in order to increase confidence in the interpretation. These rnterpretave models are also
used in the district exploration program.

District exploration will continue to focus on targets generated by the 2009 helimag and
radiometric survey and earlier reconnaissance geochemistry and geological interpretations. Target areas
will be followed up by remote sensing, ground geochemistry, geological mapping, geophysics, as
necessary. The exact nature of the exploration programme wil} largely be dependent on results.

Other exploration work includes an vpgrade to the main Yandera camp, and establishment of a
second core processing facility to the north-west in the Imbrum River area. Improvements to the staging
base near Brahman Mission and the storage facilities at Brahman are also needed.

Existing funds of the Company and proceeds from the Offering are currently the only sources of
funds to finance the exploration program at the Yandera Project. Marengo may require further capital
from external sources to develop any newly discovered mineral deposits and/or; if the DFS is positive, to
develop the Yandera Project. Marengo intends to raise any such funds through debt and/or equity
financing., There can be no assurance that additional financing will be available at all or on terms
acceptable to the Company to develop any newly discovered mineral deposits or to finance the capital
costs to develop the Yandera Project. :



Marengo intends to hold the net proceeds from the Offering, including the Escrowed Funds upon
satisfaction of the Release Condition, in term deposits at major Australian banks pending their
expenditure.

Although Marengo intends to expend the net proceeds from the Cffering as set out in the above
table, the actual allocation of the net proceeds may vary from that set out above; depending on future
developments in Marengo’s mineral properties or unforeseen events. . Additionally, if the Shareholder
Approval (as defined herein) is not obtained and the Receipt Shares are not issued, Marengo may not be
able to complete the planned exploration and permitting and other pfe-construction programs at the
Yandera Project as outlined above. If this were to occur, Marengo would use the net proceeds of the
Offering to implement the exploration program as outlined above.

 Mr. Peter Dendle, a “Qualified Person” as defined by NI 43-161 and a full-time employee of
Marengo holding the position of Project Manager, has been involved in the préparation of
Marengo’s work plan and the decision {0 proceed with the proposed district exploration program

has been, in part, based upon the recommendation of Mr, Dendle,
DPESCRIPTION OF SECURITIES BEING DISTRIBUTED

The Offering consists of 110,000,000 Units. Each Unit consists of one Unit Share and one
Subscription Receipt. Each Subscription Receipt will entitle the holder thersof to receive, without
payment of additional consideration or further action, one Receipt Share upon satisfaction of the Release
Condition.

Subscription Receipts

The following summary of the material attributes and characteristics of the Subscription Receipts
does not include a description of all of the terms of the Subscription Receipts, and reference should be
made to the Subscription Receipt Agreement (as defined herein) for a complete description of the terms of
the Subscription Receipts. A copy of the Subscription Receipt Agreement will be available for review on
the SEDAR website located at the SEDAR website under the Company’s profile following the Closing
Date. :

The Subscription Receipts will be issued on the Closing Date pursuant to a subscription receipt
agreement to be entered into on the Closing Date among the Company, the Agent and the Escrow Agent
(the “Subscription Receipt Agreement”). The Escrowed Proceeds will be delivered to and held by the
Escrow Agent and invested in short-term obligations of, or guaranteed by, the Government of Canada
(and other approved investments), pending satisfaction of the Release Condition. Provided that the
Release Condition is satisfied on or before the Release Deadline, upon such occurrence the Escrowed
Funds will be released to the Company and the Subscription Receipts will be automatically converted into
Receipt Shares, without payment of additional consideration or further action on the part of the holders.

In connection with the satisfaction of the Release Condition, the Escrow Agent will release the
Escrowed Funds to the Company upon: (i) an irrevocable direction of the Company to Computershare
Trust Company of Canada (in its capacity as Canadian registrar and transfer agent for the Ordinary
Shares) to issue the Receipt Shares to holders of record of Subscription Receipts as at the date and time
that the Release Condition is satisfied; and (ii) a notice from the Company and the Agent, to the Escrow
Agent, confirming that the Release Condition has been satisfied. The Company shall issue a press release
setting out the date the Release Condition is satisfied.

10.



In the event that the Release Condition is not satisfied by the Release Deadline or if prior to such
time, the Company advises the Agent or announces to the public that it does not intend to satisfy the
Release Condition, the Escrow Agent will return to the holders of Subscription Receipts, on the
Termination Date, an amount equal to the aggregate Escrowed Proceeds from the Subscription Receipts
held by such holder and their pro rata share of interest carned on the Escrowed Proceeds. The Company -
shall be responsible and liable to such holders for any shortfall between that amiount and the Escrowed
Funds.

Holders of Subscription Receipts will not have any voting or pre-emptive rights or other rights as
shareholders of the Company and will not be entitled to receive any dividends of the Company in respect
of such Subscription Receipts prior to the isssance of the Recespt Shares upon conversion of such
Subscription Receipts, if at all.

The Subscription Receipt Agreement will also provide for, and contain provisions for, adjustment
to the amount and kind of securities or other properties issuable upon conversion of the Subscription
Receipts if there is: (i) any subdivision, consolidation or change of the Ordinary Shares; (i) any
consolidation, amalgamation, arrangement or other business combination of the Company resulting in any
reclassification or change of the Ordinary Shares into other shares; or {iii} any sale, lease, exchange or
transfer of all or substantially all of the Company’s assets to another entity, pursuant to which each holder
of a Subscription Receipt which is thereafier converted shall receive, in lieu of Receipt Shares, the kind
and number or amount of other securities or property which such holder would have been entitled to
receive as a result of such event if such Subscription Receipt had been converted prior to the event.

From time to time while the Subscription Receipts are outstanding, the Company, the Agent and
the Escrow Agent, without the consent of the holders of the Subscription Receipts, may amend or
supplemeﬂt the Subscription Receipt Agreement for certain purposes, including making any change that,
in the opinion of the Escrow Agcnt does not prejudice the rights of the holders of the Subscription
Receipts.

The Subscription Receipt Agreement will provide for other modifications and alterations thereto
and to the Subscription Receipts issued thereunder by way of a resclution approved by more than 66%%
of the votes cast in person or by proxy by Subscription Receipt holders.

The Company may from time to time purchase for cancellation, by private contract or otherwise,
any of the Subscription Receipts.

Ordinary Shares

Subject to certain prescribed exceptions under the Corporations Act 2001 (Cth) (Australia) and
the Company’s constitution, the Company is authorized to issue an unlimited number of Ordinary Shares.
At the date of this short form prospectus, Marengo has an aggregate of 740,848,613 fully paid Ordinary
Shares tssued and outstanding. No other shares in the capital of Marengo of any other classes are issued
or outstanding.

The holders of the Ordinap*y Shares are entitled:
{a) to vote at all meetings of shareholders of Marengo;

{b) to receive, subject fo the rights, privileges, restrictions and conditions attaching to any
other class of shares of Marengo, any dividends declared by Marengo; and



(c) to receive, subject to the rights, privileges, restrictions and conditions attaching to any
other class of shares of Marengo, the remaining property of Marengo upon the
liquidation, dissolution or winding-up of Marengo, whether voluntary or involuntary.

The Ordinary Shares do not carry any pre-emptive, redemption, retraction, purchase for
cancellation or surrender, conversion or exchange rights, nor do they contain sny sinking fund or
purchase fund provisions, provisions permitting or restricting the issuance of additional securities or
provisions requiring a securityholder to contribute additional capital.

Under the ASX listing rules, a company must not, subject to certain exceptions, issue during any
12 month period any equity securities or other securities with rights of conversion to equity (such as an
option) if the number of securities would exceed 15% of the total number of ordinary securities on issue
at the commencement of that 12 month period. Two of the aforementioned exceptions are: (i) an issue of
securities which is approved in advance by sharehoiders at a general meeting, or (ii) an issue of
convertible securities where the conversion of such securities is subject to shareholder approval.

‘As of the date of this short form prospectus, the Company does not have sufficient capacity under
this 15% limit to issue the Receipt Shares to be issued upon conversion of the Subscription Receipts.
Accordingly, a meeting of Marengo shareholders is scheduled to be held on December 21, 2010, at which
the sharcholders will be asked to vote on a resolution to approve the issuance of up to 150,000,000
Receipt Shares, including those issuable upon exercise of the Over-Allotment Option in full (the
“Shareholder Approval™).

PRIOR SALES

The following table summarizes the details of Ordinary Shares and securities convertible into
Ordinary Shares issued by the Company within the 12 months prior to the date of this short form
prospectus.

Date Issued . Number of Securities Security Price per Security
November 30, 2009 oo sssemresersersoes 475,000 Stock Option A$0,25(02
APTHL B, 2010, e snsssrasents e sarssases 150,000 Stock Option A$0. 2502
April 16, 2010....... e 650,000 ~ Stock Option AS0.25(034
August 11,2010.... e 240,000,001 Ordinary Shares £30.084%
August 11,2010..., oo 60,000,000 Warrants C$0.116:58
August §1, 2010........ e 6,421,050 Compensation Option  ¢g0.084°
November 19, 2010 coveniinrisiesrmsssssisssresseisssss s 744,000 Ordinary Shares ce0.116%
Novermber 29, 2010 .ocococcconncccummonmsm s 1,293,750 Ordinary Share €$0.086"
Notes: ‘

(1 Price per security reflects exercise price of the respective secunty granted,

) Unlisted options expmng November 30, 2014,
3 Unlisted options expiring March 22, 2015,
4) Unlisted options expiring March 31, 2013,

(5y  Issuance of Ordinary Shares pursuant to a public offering,

(6) Unlisted warrants expiring August 11, 2013,

N Unlisted compensation options expiring August 11, 2012,

(8) Issuance of Ordinary Shares pursuant to an exercise of unlisted options.

&2 Issuance of Ordinary Shares pursuant to an exercise of compensation options.

12,



TRADING PRICE AND VOLUME

Set forth below are the volume and high and low trading prices of the Ordinary Shares 6n the
TSX for each of the 12 months prior to the date of this short form prospectus.

Month Hish (C$)  Low (CH) Volume

November 2009 0.195 0.18 61,000
December 2009 0.1§ 0.14 440,607
January 2010 0.18 0.14 158,060
February 2010 037 017 2,000
March 2010 0.17 0.1t 11,300
April 2010 G.14 0.11 35,000
May 2010 0.i6 0.1% 8,000
June 2010 0.16 0.07 2,060
July 2010 0.095 “0.08- 4,100
August 2010 0.1 0.07 872,500
September 2010 0.19 0.08 3,809,370
Octeber 2010 E 0.305 0.16 4,176,283
November 1 to 29, 2010 0.32 0.23 2,920,029

Set forth below are the volume and high and low trading prices of the Ordinary Shares on the
ASX for each of the 12 months prior to the date of this short form prospectus.

Month ' High {A$) Low(A%) Volume
November 2009 0.19 0.16 10,072,449
December 2049 0.17 0.14 5,942,221
January 2010 0.i6 0.13 5,630,810
February 2010 0.15 0.11 4,444,028
March 2010 0,13 0.10 5,445,835
April 2010 0.13 0.1% 4,410,787
May 2010 0.13 0.08 7,041,381
June 2010 0,12 0.08 4,181,816
July 2010 0.i1 0.09 2,487,000
August 2010 .10 ) 0.09 8,295,600
September 2010 0.19 0.05 43,535,400
Qctober 2010 (.34 0.17 57,517,300
November 1 to 29, 2010 0.32 0.24 20,872,002

PLAN OF DISTRIBUTION

Subject to the terms and conditions of the-Agency Agreement, the Company has agreed to sell
and the Agent has agreed to act as agent to offer for sale to the public on a reasonable best efforts basis,
on the Closing Date, being December 7, 2010 or any other date on which the Company and the Agent
may agree, but in any event not later than 42 days after the date of the receipt for this short form
prospectus, 110,000,000 Units at a price of C$0.50 per Unit. The Offering Price was determined by
negotiation between Marengo and the Agent. Each Unit consists of one Unit Share and one Subscription
Receipt.

Upon closing of the Offering, the gross proceeds of the Offering from the sale of the Unit Shares,
less the expenses and Agent’s Fee relating thereto, shall be paid to the Company. The Escrowed Proceeds
will be deposited with the Escrow Agent and invested in short-term obligations of, or guaranteed by, the
Government of Canada (and other approved investments), pending satisfaction of the Release Condition.



Provided that the Company obtains the Shareholder Approval (the “Release Condition”) at or
before the Release Deadline, the Escrowed Funds will be released to the Company and the Subscription
Receipts will be automatically converted into Receipt Shares, without payment of additional
consideration or further action on the part of the holders. '

In the event that a Termination Event occurs, the Escrow Agent will return to the holders of the
Subscription Receipts, on the Termination Date, an amount equal to the aggregate Escrowed Proceeds
from the Subscription Receipts held by such holder and their pro rata share of interest earned on the
Escrowed Proceeds. The Company shall be responsible and liable to such holders for any shortfall
between that amount and the Escrowed Funds.

Pursuant to the Agency Agreement, the Company has agreed to pay to the Agent the Agent’s Fee
equal to 6% of the gross proceeds of the Offering, except for any order from Sentient on which only a
cash commission equal to 1.5% of any such proceeds will be received, payable on the Closing Date.
Unless otherwise indicated, it is assumed that no Units will be issued to Sentient and that the Agent’s Fee
will be payable on the total number of Units to be issued pursuant to the Offering,

The Agent has agreed to use its reasonable best efforts to sell the Units but it is not obligated to
purchase any such Units, The obligations of the Agent under the Agency Agreement may be terminated at
its discretion on the basis of its assessment of the state of the financial markets or upon the occurrence of
certain stated events.

Pursuant to policies of certain Canadian securities regulators, the Agent may not, throughout the
period of distribution under this short form prospectus, bid for or purchase Ordinary Shares for its own
account or for accounts over which it exercises control or direction. The foregeing restriction is subject to
certain exceptions as long as the bid or purchase is not engaged in for the purpose of creating actual or
apparent active trading in, or raising the price of the Ordinary Shares. These exceptions include a bid or
purchase permitted under the Universal Market Integrity Rules for Canadian Marketplaces administered
by the Investment Industry Regulatory Organization of Canada relating to market stabilization and
passive market-making activities and a bid or purchase made for, or on behalf of, a customer where the
order was not solicited during the period of distribution. The Company has been advised that, in
connection with the Offering and subject to the foregoing, the Agent may over-allot or effect transactions
which stabilize or maintain the market price of the Ordinary Shares at levels above that which might
otherwise prevail in the open market. Such transactions, if commenced, may be discontinued at any time.

As a result of the foregoing, the Company will, subject to receipt of the Shareholder Approval,
grant to the Agent the Over-Allotment Option, exercisable in whole or in part at the sole discretion of the
Agent for a period of 30 days following the Closing Date, to purchase up to such number of additional
Subscription Receipts (the “Additional Subscription Receipts”), at the Effective Price and on the same
terms and conditions of the Offering (including conversion subject to receipt of the Shareholder
Approval), as are convertible into an aggregate number of Ordinary Shares as is equal to 15% of the
number of Units Shares and Subscription Receipts sold pursuant to the Offering. In the event that the
Shareholder Approval is received prior to the exercise of the Over-Allotment Option, the Company will
issue Ordinary Shares in lieu of Subscription Receipts. This short form prospectus also qualifies for
distribution the Over-Allotment Option and the Additional Subscription Receipts. A purchaser who
acquires Additional Subscription Receipts forming part of the Agent’s over-allocation position acquires
such Additional Subscription Receipts under this short form prospectus, regardless of whether the over-
allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary
market purchases. If the Over-Allotment Option is exercised in full, the total price to the public, Agent’s
Fee and net proceeds to Marengo will be €$63,250,000, C$3,795,000 and C$59,455,000, respectively,
before deducting expenses of the Offering.



Subscriptions for the Units will be received subject to rejection or allotment in whole or in part
and the right is reserved to close the subscription books at any time without notice. The Unit Shares, the
Subscription Receipts and the Receipt Shares have not been and will not be registered under the United
States Securities. Act of 1933, as amended (the “U.S. Securities Act”), or any state securities laws.
Accordingly, the Unit Shares, the Subscription Receipts and the Receipt Shares may not be offered or
sold within the United States or to, or for the account or benefit of, a U.S. person (as defined in
Regulation S under the U.S. Securities Act), except in transactions exempt from the registration
requirements of the U.S. Securities Act and applicable state securities laws. The Agency Agreement
permits the Agent to offer the Units for sale directly by the Company to certain institutional “accredited
investors” that satisfy the requirements of Rule 501(a)}(1), (2}, (3) or (7) of Regulation D under the 1S,
Securities Act, provided such offers and sales are made in compliance with Rule 506 of Regulation D
under the U.S. Securities Act. In addition, until 40 days after the commencement of the Offering, any
offer or sale of the Unit Shares, the Subscription Receipts or the Receipt Shares within the United States
by any dealer (whether or not participating in the Offering) may violate the registration requirements of
the U.S. Securities Act, unless made pursuant to an exemption from the registration requirements of the
U.S. Securities Act.

Under the terms of the Agency Agreement, the Agent, its affiliates and its directors, officers,
employees, shareholders and agents will be indemnified by the Company against certain liabilities and
expenses or the Company will contribute to payments that the Agent may be required to make in respect
thereof.

. The Company has agreed with the Agent that it shall not issue any further securities or agree to
do so, save and except: (i) as contemplated by the Agency Agreement; (ii) pursuant to the grant of options
pursuant to the Company’s stock option plan; (iii) pursuant to the exercise of options outstanding as at
November 15, 2010; or (iv) in connection with the bona fide acquisition by the Company of the shares or
assets of other corporations or entities, in each case, at any time during the period from November 15,
2010 until 90 days following the Closing Date, without the prior written consent of the Agent, not to be
unreasonably withheld or delayed.

In connection with the Offering, Marengo will cause each of its executive officers, directors and
their respective associates to enter into agreements on terms and conditions satisfactory to the Agent,
acting reasonably, in which they will covenant and agree that they will not, for a period commencing on
November 15, 2010 and ending 90 days following the Closing Date, directly or indirectly, offer, sell,
contract to sell, lend, swap or enter into any other agreement to transfer the economic consequences of, or
otherwise dispose of or deal with, or publicly announce any intention to offer, sell, contract to sell, lend,
swap or enter into any agreement to transfer the economic consequences of, or otherwise dispose of or
deal with, whether through the facilities of a stock exchange, by private placement or otherwise, any
Ordinary Shares or other securities of the Company held by them, directly or indirecily, unless: (i) they
first obtain the prior written consent of the Agent; or (ii) there occurs a take-over bid or similar
fransaction involving a change of control of the Company, such consent not to be unreasonably withheld
or delayed.

In the event that the Company and the Agent cannot agree upon the pricing of the Offering and
the Offering is cancelled but within 90 days of such cancellation the Company either completes an
offering at the same or lower price as contemplated for the Offering or completes an offering to investors
that were introduced to the Company by the Agent prior to the cancellation of the Offering or, if,
following allocation, the Company declines to complete the Offering for whatever reason, an Alternative
Transaction (as defined herein) is entered into or announced by the Company, the Company shall pay to
the Agent a fee equal to 100% of the maximum Agent’s Fee, based on an offering size of C$55,000,600



together with all of the Agent’s expenses and disbursements incurred to the date of such agreement or
transaction. Any such payment shall be made upon the closing date of the Alternative Transaction.

For the purposes hereof, an “Alternative Transaction” means a transaction which involves the
issuance of securities of the Company in excess of 20% of the number of securities currently outstanding
on a fully diluted basis or a business transaction involving a change of control of the Company or any
material subsidiary including a merger, amalgamation, arrangement, take-over bid, insider bid,
reorganization, joint venture, sale of all or substantially all assets, exchange of assets or any similar
transactions. -

The Offering is being made concurrently in the provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick and Nova Scotia. In addition, the Agent may offer the
Units outside of Canada, subject to compliance with the local securities law requirements.

The TSX has conditionally approved the listing of the Unit Shares. and the Receipt Shares
issuable upon conversion of the Subscription Receipts. Listing is subject to the Company fulfilling all of
the listing requiremients of the TSX on the TSX on or before February 16, 2011. In accordance with the
listing rules of the ASX and the POMSoX, Marengo will also apply for official quotation of the Unit
Shares and the Receipt Shares issuable upon conversion of the Subscription Receipts on the ASX and the
POMSoX. There is no market through which the Subscription Receipts may be sold and purchasers
may not be able to resell Subscription Receipts purchased under this short form prospectus.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Fraser Milner Casgrain LLP, counsel to the Company, and Cassels Brock &
Blackwell LLP, counsel to the Agent, the following is, as of the date of this short form prospectus, a
general summary of the principal Canadian federal income tax considerations generally applicable to an
investor (a “Holder”) who acquires Units pursuant to the Offering who, for purposes of the Tax Act and
any applicable income tax treaty or convention and at all relevant times, is or is deemed to be resident in
Canada and will hold the Unit Shares and the Subscription Receipts issued under this short form
prospectus and the Receipt Shares issuable upon conversion of the Subscription Receipts (collectively,
“Securities”) as capital property and deals at arm’s length with, and is not affiliated with, the Company or
a subsequent purchaser of the Securities. Generally, Securities will be considered to be capital property to
a Holder provided that the Holder does not hold such Securities in the course of carrying on a business of
buying and selling securities and has not acquired such Securities as an adventure or concern in the nature
of trade. :

This summary is not applicable to a Holder: (i) that is a “financial institution”, as defined in the
Tax Act for purposes of the mark-to-market rules; (i) an interest in which is a “tax shelter investment” as
defined in the Tax Act; (iii) that is a “specified financial institution” as defined in the Tax Act; {(iv} in
relation to which the Company is a “foreign affiliate” as defined in the Tax Act; or {v) that reports its
Canadian tax results in a currency other than Canadian currency. This summary does not address the
deductibility of interest by a Holder who borrows money to acquire Units. Such Holders should consult
their own tax advisors.

This summary is of general nature only and is not intended to be, nor should it be construed

" to be, legal or tax advice to any particular investor. This summary is not exhaustive of all Canadian

federal income tax considerations. There may alse be tax considerations for investors under the

laws of Australia or the laws of any other jarisdiction in which the investor resides or to which the

investor is subject that are not addressed by this summary. Accordingly, prospective purchasers
are urged to consuft their own tax advisors with respect to their particular circumstances.



This summary is basei on the current provisions of the Tax Act and the Regulations thereunder.
This summary takes into account all specific proposals to amend the Tax Act and the Regulations publicly
announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof (the “Propesals™)
and counsel’s understanding of the current administrative policies and assessing practices of the Canada
Revenue Agency (the “CRA™) publicly available prior to the date hereof. No assurance can be given that
the Proposals will be enacted in their current form or at all. This summary does not otherwise take into
account any changes in law or in the administrative policies or assessing practices of the CRA, whether
by legislative, governmental or judicial decision or action, nor does it take into account or consider any
~provincial, territorial or foreign income tax considerations. The provisions of provincial income tax
legislation vary from province to province in Canada and in some cases differ from federal income tax
legislation. :

For the purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition of
Securities (including dividends received or deemed to have been received, adjusted cost base and
proceeds of disposition) must be determined in Canadian dollars based on the exchange rates as
determined in accordance with the Tax Act.

Allocation of Offering Price

The total purchase price of a Unit to a Holder must be allocated on a reasonable basis between the
Unit Share and the Subscription Receipt comprising the Unit to determine the cost of each for purposes of
the Tax Act. For its purposes, the Company intends to allocate C8$0.25 of the Offering Price as
consideration for the issue of each Unit Share and C$0.25 of the Offering Price as consideration for the
issue of each Subscription Receipt. Although the Company believes that its allocation is reasonable, it is
not binding on the CRA or the Holder. The Holder’s adjusted cost base of the Unit Share must be
averaged with the adjusted cost base to the Holder of all of the Ordinary Shares owned by the Holder as
capital property immediately prior to such acquisition.

Acquisition of Receipt Shares Pursuant to Subscription Receipts

No gain or loss will be realized by a Holder on the acquisition of a Receipt Share pursuant to the
provisions of a Subscription Receipt. The cost of a Receipt Share acquired by a Holder pursuant o a
Subscription Receipt acquired pursuant to the Offering will be equal to the cost of the Subscription
Receipt to the Holder immediately prior to the issuance. The adjusted cost base to the Holder of Receipt
Shares so acquired will be determined by averaging the cost of such Receipt Shares with the adjusted cost
* base of all other Ordinary Shares owned at that time by the Holder as capital property immediately prior
to such acquisition.

Termination of Subscription Receipts

In the event that a Termination Event occurs, Holders of Subscription Receipts will be entitled to
receive from the Escrow Agent an amount equal to the aggregate Escrowed Proceeds of the Subscription
Receipts held by such Holder plus their pro rata share of the interest earned on the Escrowed Proceeds. In
that event, the amount of such interest received or receivable by a Holder of Subscription Receipts must
be included in the income of the Holder. Australian withholding tax, if any, payable by a Holder in
respect of any such interest may be eligible for a foreign tax credit or deduction under the Tax Act to the
extent and under the circumstances described in the Tax Act. Holders should consult their own tax
advisors with respect to the availability of a foreign tax credit or deduction, having regard to their own
_ particular circumstances. . '
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Dividends on Unit Shares and Receipt Shares

Any dividends received on the Unit Shares or Receipt Shares by a Holder who is an individual
will be included in the individual’s income and will not be subject to the gross-up and dividend tax credit
rules in the Tax Act normally applicable to taxable dividends received from taxable Canadian
corporations. Dividends received on the Unit Shares or the Receipt Shares by a Holder that is a
corporation will be included in computing the corporation’s income and generally will not be deductible
in computing the corporation’s taxable income.

Australian non-resident withholding tax or other Australian income fax payable by a Holder in
respect of dividends received on the Unit Shares or the Receipt Shares may be eligible for a foreign tax
credit or deduction under the Tax Act to the extent and under the circumstances described in the Tax Act.

Dispositions of Securities

A Holder who disposes of or is deemed to dispose of the Securities (other than on the conversion
of a Subscription Receipt) will generally realize a capital gain (or a capital loss) to the extent that the
Holder’s proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the
adjusted cost base of such Securities to the Holder immediately before the disposition. One-half of any
capital gain (the “taxable capital gain”) realized by a Holder will be included in the Holder’s income for
the year of disposition. One-half of any capital loss realized (the “allowable capital loss”) generally must
be deducted by the Holder against taxable capital gains realized by the Holder for the year of disposition.
Any excess of allowable capital losses over taxable capital gains for the year of disposition generally may
be carried back up to three taxation years or forward indefinitely and deducted against net taxable capital
gains in those other years to the extent and in the circumstances described in the Tax Act,

Australian tax, if any, levied on any gain realized on the disposition of the Securities may be
eligible for a foreign tax credit under the Tax Act to the extent and under the circumstances described in
the Tax Act.

Capltal gains realized by a Holder that is an individual or trust, other than certain specified trusts,
may give rise to alternative minimum tax under the Tax Act.

Additional Refundable Fax

Corporations that are “Canadian-controliéd private corporations”, as defined in the Tax Act, may
be subject to an additional refundable 6*°% tax on their “aggregate investment income” which is defined
in the Tax Act to include an amount in respect of taxable capital gains, interest and certain dividends.

Foreign Property Information Reporting

In general, a “specified Canadian entity”, as defined in the Tax Act, for a taxation year or fiscal
period whose total cost amount of “specified foreign property”, as defined in the Tax Act, at any time in
the taxation year or fiscal period exceeds C$100,000, is required to file a T1135 - “Foreign Income
Verification Statement” for the taxation year or fiscal period disclosing prescribed information, including
the cost amount and any income in the year, in respect of such property. With some exceptions, a
taxpayer resident in Canada in the year, other than a corporation or trust exempt from tax under Part I of
the Tax Act, will be a specified Canadian entity. The Securities will be specified foreign property to a
Holder. In the March 4, 2010 Federal Budget (the “2010 Federal Budget”), the Canadian Minister of
Finance proposed that the existing reporting requirements with respect to “specified foreign property” be
expanded so that more detailed information be available for audit use. Revised legislation reflecting such
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proposal has not vet been released. The reporting rules in the Tax Act are complex and this summary
does not purport to explain all circumstances in which reporting may be required by any investor.
Accardingly, Holders should consult their own tax advisors regarding compliance with these rules
including any expansion thereof pursuant to the afore-mentioned 2010 Federal Budget proposal.

Offshore Investment Fund Property

The Tax Act contains rules (as proposed to be amended in the Proposals released on August 27,
2010) which may require a taxpayer to include in income in each taxation year an amount in respect of
the holding of an “offshore investment fund property”. These rules could apply to a Holder in respect of
the Securities held by the Holder if, but only ifi

(a) the Securities may reasonably be considered to derive its value, directly or indirectly,
primarily from portfolio investments in: (i) shares of one or more corporations, (ii)
indebtedness or annuities, {(iii) interests in one or more corporations, trusts, partnerships,
organizations, funds or entities, (iv) commodities, (v) real estate, {vi} Canadian or foreign
resource properties, (vii} currency of a country other than Canada, (viii} rights or options
to acquire or dispose of any of the foregoing, or (ix) any combination of the foregoing
(collectively, “Investment Assets™); and :

(b) it may reasonably be concluded, having regard to all the circumstances, that one of the
main reasons for the Holder acquiring, holding or having an interest in the Securities was
to derive a benefit from portfolio investments in Investiment Assets in such a manner that
the taxes, if any, on the income, profits and gains from such assets for any particular year
are significantly less than the tax that would have been applicable under Part I of the Tax
Act if the income, profits and gains been earned directly by such Holder.

If applicable, these rules would generally require a Holder to include in income for each taxation
year in which such Holder holds the Securities an imputed amount determined by applying a prescribed
rate of interest to the “designated cost” to the Holder of the Securities at the end of each month in the
year, less the amount of certain income of the Holder from the Securities in the year. Any amount
required to be included in computing a Holder’s income in respect of the Securities under these rules
would be added to the adjusted cost base to the Holder of such particular security.

The application of these rules depends, to a Iarge extenf, on the reasons for a Holder
acquiring or holding the Securities. Holders are urged to consult their own tax advisors regarding
the application and consequences of these rules,

CERTAIN AUSTRALIAN INCOME TAX CONSIDERATIONS

The following is a summary of the principal Australian federal income tax considerations
generally applicable under Australian tax laws and practices (“Australian Tax Laws”) to a purchaser
who acquires Units pursuant to the Offering and who, for purposes of the Australian Tax Laws and at all
relevant times, holds Unit Shares, Subscription Receipts or Receipt Shares on capital account, as an
“equity” instrument for Australian debt vs. equity purposes and who deals at arm’s length with, and is not
affiliated with, either the Company or the Agent. This summary does not address issues for purchasers
who hold Unit Shares, Subscription Receipts or Receipt Shares on revenue account. All purchasers should
consult their own tax advisors with respect to their particular circumstances.



This summary is based upon Australian Tax Laws and practices of the authorities in Australia as
at the date of this short form prospectus. Any changes in the laws or interpretation of tax laws subsequent
to the date of this short form prospectus may alter the information below.

This summary is of a general nature only and is not intended to be, nor should it be
construed to be, legal or tax advice to any prospective purchaser or holder of Unit Shares,
Subscription Receipts or Receipt Shares, and no representations with respect to the income tax
consequences to any prospective purchaser or holder are made. Consequently, prospective
purchasers of Unit Shares, Subscription Receipts or Receipt Shares should consult their own tax
advisors with respect to their particular circumstances.

Taxation for Holders of Unit Shares, Subscription Receipts or Receipt Shares - Resident in
Aaustralia for Tax Purposes '

This portion of the summary applies to holders of Unit Shares, Subscription Receipts or Receipt
Shares who, for the purpose of Australian Tax Laws and at all relevant times, are, or are deemed to be,
resident in Australia.

Dividends on Unit Shares ov Receipt Shares

Generally, dividends received by security holders will be required to be included in the assessable
income of the security holder in the income year in which the dividend is paid.

Broadly, dividends paid on the Unit Shares or Receipt Shares may be “franked”, “partially
franked” or “unfranked”. Franked dividends have franking credits attached. A dividend may be franked to -
the extent underlying Australian corporate tax has been paid on the profits distributed. To the extent a
dividend is “unftanked”, no franking credits are atiached. Subject to certain exceptions, including but not
limited to the Unit Shares or Receipt Shares not being held for at least 45 days “at risk”, a tax offset will
generally be allowed equal to the amount of the franking credits attached to the franked dividend.

Individual security holders and complying superannuation funds may receive a tax refund if the
franking credits attached to the dividend exceed their tax lability for the income year. .

Where the security holder is a corporate entity, the security holder will not be entitled to a tax
refund for any franking credits that exceed their tax liability for the income year, but may be entitled to
convert the excess franking credits into a current year tax loss which could be carried forward to be offset
against taxable income in a later year, subject to satisfying certain tests. The receipt of a franked dividend
will also generally give rise to a credit in the corporate entity’s franking account to the extent the dividend
is franked. '

Offering Price

The Offering Price paid for the Units will need to be apportioned on an appropriate basis between
the Unit Shares and the Subscription Receipts when establishing the tax cost base of each. ‘

Issue of Receipt Shares
Generally, when a security holder is issued Receipt Shares upon conversion of the Subscription

Receipts, there should be no capital gain or capital loss and the tax cost base of the Receipt Shares will be
equal to the tax cost base of the Subscription Receipts.
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Satisfaction of Release Condition

Should the Release Condition not be satisfied;, upon the return of funds to holders of the
Subscription Receipts, a capital gain or-capital loss may result depending on the amount of funds returned
and the apportioned tax cost base of the Subscription Receipts.

Dispositions of Unit Shares or Receipt Shares

Australian resident security holders who hold Unit Shares or Receipt Shares on capital account
will be taxed under the Australian capital gains tax ("CGT") provisions upon disposition of their Unit
Shares or Receipt Shares. An Australian resident security holder will incur a capital gain where the
proceeds received on disposition exceed the tax cost base of the Unit Shares or Receipt Shares disposed.
Any net capital gain (i.e. the capital gain remaining after recoupment of any capital losses) is included in
the security holder’s assessable income,

Similarly, a security holder will incur a capital loss on the disposition of Unit Shares or Receipt
Shares where the proceeds received are less than the reduced tax cost base of the Unit Shares or Receipt
Shares for CGT purposes. Capital losses can only be used to offset capital gains. Any unapplied capital
losses may be carried forward to offset future capital gains subject to satisfving certain tests.

Tax Treatment of Capital Gains and Capital Losses

A capital gains discount may apply to reduce the amount of net capital gains included in a
security holder’s assessable income.

For security holders that are individuals and trustees (other than trustees of complying
superannuation funds) a 50% CGT discount is available on the disposal of a Unit Share or Receipt Share
provided that the share has been held for at least 12 months. This concession will result in only 50% of
the net capital gain (i.e. the capital gain remaining after recoupment of any capital losses) being
assessable.

For complying superannuation funds a 33"°% capital gains discount is available on the disposal
of a Unit Share or Receipt Share provided that the share has been held for at least 12 months. This
concession will result in only 667°% of the net capital gain (i.e. the capital gain remaining after
recoupment of any capital losses) being assessable.

Taxation for Holders of Unit Shares, Subscription Receipts or Receipt Shares — Non-Resident of
Australia for Tax Purposes

This portion of the summary applies to holders of Unit Shares, Subscription Receipts or Receipt
Shares who, for the purpose of Australian Tax Laws and at all relevant times, are not, or are not deemed
to be, resident in Australia,

Dividends on Unit Shares or Receipt Shares

The tax treatment of dividends received by non-resident security holders will generally be
determined based on the relevant legislation in their country of residence.

Dividends received by security holders may either be “fully franked”, “partially franked” or

“unfranked”. Fully franked dividends paid by the Company to non-resident security holders are generally
not subject to Australian dividend withholding tax. Unfranked dividends paid to non-resident security
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holders will generally be subject to withholding tax at a rate of 30% on the unfranked component of the
dividend paid. The withholding tax rate is generally reduced to 15% (lower for certairr countries) where
there is an applicable double tax treaty. However, the Australia — Canada double tax agreement (“DTA’)
provides for Australian dividend withholding tax that is not to exceed a rate of 5% for franked dividends
paid to a company that holds directly at least 10% of the voting power in the company. The DTA further
provides that, in all other cases, the dividend withholding tax rate shall not exceed 15%.

Where a withholding tax applies the Company will be required to deduct the appropriate amount
of withholding tax prior to making the dividend payment.

In certain circumstances, security holders may be eligible to claim a foreign tax credit for any
Australian tax paid relating to the dividend received. -

The Australian income tax system does contain one important exemption from the withholding
tax system for unfranked dividends that are declared to be conduit foreign income (“CFI”). In broad
terms, CFI is foreign income that is not otherwise taxable in Ausiralia due to the operation of specific
provisions, Under the CFI measures, an Australian company may pay this income to foreign security
holders free of Australian dividend withholding tax.

Non-Australian resident security holders must seek specific advice based on their particular
circumstances with respect to Australian CGT on the disposal of Unit Shares and Rece:pt Shares
and the lapsing or conversion of Subscription Receipts.

RISK FACTORS

There are a number of risks that may have a material and adverse impact on the future operating
and financial performance of Marengo and the value of the Ordinary Shares. These include risks that are
widespread risks associated with any form of business and specific risks associated with Marengo’s .
business and its involvement in the exploration and mining industry generally and in Papua New Guinea
in particular, While most risk factors are largely beyond the control of Marengo and its directors, the
Company will seek to mitigate the risks where possible, for example by maintaining its key relationships
with Papua New Guinea’s federal and regional governments and local people. However, an investment in
the Units is considered speculative due to the nature of Marengo’s business and the present stage of its
development. A prospective investor should carefully consider in light of their own financial
circumstances, the factors sei out herein, as well as other information contained or incorporated by
reference in this short form prospectus, including, in particular, the “Risk Factors” section on pages. 18 to
22 of the Annual Information Form and the management’s discussion and analysis of financial condition
and results of operations incorporated by reference in this short form prospectus.

Failure to Satisfy Release Condition

There can be no assurance that the Release Condition will be satisfied by the Release Deadline or
that another Termination Event will not occur,

The Release Condition requires Shareholder Approval under the ASX Listing Rules. ASX Listing
Rule 7.1 provides that a company must not, without the approval of its ordinary security holders (and
subject to a number of exceptions including the issue of convertible securities where conversion of such
securities is subject to shareholder approval), issue or agree to issue securities that, in any rolling 12-
month period, amount to more than 15% of its ordinary securities. As the Company proposes to issue
more than 15% of its Ordinary Shares on issue under the Offering, it is required to obtain the Shareholder
Approval.
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Details of the approval required will be contained in the notice of meeting (and accompanying
explanatory memorandum} convening a general meeting of shareholders which was sent to the
shareholders of the Company on or about November 23, 2010,

There can be no certainty, nor can the Company provide any assurance whatsoever, that the
shareholders will approve the issuance of up to an aggregate of 150,000,000 Receipt Shares issuable upon
conversion of the Subscription Receipts. If they do not, then the Company will be unable to satisfy the
Release Condition by the Release Deadline, resulting in a Termination Event. A Termination Event may
have a material adverse effect on the market price and value of the Ordinary Shares and on the financial
condition of the Company.

If the Release Condition is not satisfied by the Release Deadline or another Termination Event
ocowrs, the Escrow Agent must repay to holders of Subscription Receipts an amount equal to the
Escrowed Proceeds thereof plus a pro rata share of the interest earned on the Escrowed Proceeds.

The Company is responsible and liable for any shortfall between the Escrowed Funds and the
amount due to be paid to the holders of the Subscription Receipts, There can be no assurance that the
Company will be able to fund such shortfall.

No Market for Subscription Receipts

The TSX has conditionally approved the listing of the Unit Shares and the Receipt Shares
issuable upon conversion of the Subscription Receipts on the TSX on or before February 16, 2011,
Listing is subject to the Company fulfilling all of the listing requirements of the TSX. In accordance with
the listing rules of the ASX and the POMSoX,; Marengo will also apply for official quotation of the Unit
Shares and the Receipt Shares issuable upon conversion of the Subscription Receipts on the ASX and the
POMSoX. However, there is no market through which the Subscription Receipts may be sold and

-purchasers may not be able to resell the Subscription Receipts distributed under this short form
prospecius.

Discretion in the Use of Proceeds

Management will have discretion concerning the use of proceeds of the Offering as well as'the
timing of their expenditures. As a result, investors will be relying on the judgment of management as to
the application of the proceeds of the Offering. Management may use the net proceeds of the Offering in
ways that an investor may not consider desirable. The results and effectiveness of the application of the
proceeds are uncertain. If the proceeds are not applied effectively, the Company’s results of operations
may suffer.

Structurat Subordination of the Ordinary Shares

' In the event of a bankruptey, liquidation or reorganization of the Company, certain trade creditors
will generally be entitled to payment of their claims from the assets of the Company before any assets are
made available for distribution to the sharcholders. The Ordinary Shares will be effectively subordinated

to most of the other indebtedness and liabilities of the Company. The Company will be limited in its
ability to incur secured or unsecured indebtedness.

Future Sales or Issuances of Ordinary Shares

The Company may sell additional Ordinary Shares or other securities in subsequent offerings.
The Company may also issue additional securities to finance future activities. The Company cannot
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predict the size of future issuances of securities or the effect, if any, that fiture issuances and sales of
securities will have on the market price of the Ordinary Shares. Sales or issuances of substantial numbers
of Ordinary Shares, or the perception that such sales could occur, may adversely affect prevailing market
prices of the Ordinary Shares. With any additional sale or issuance of Ordinary Shares, investors will
suffer dilution to their voting power and the Company may experience dilution in its earnings per share.

INTEREST OF EXPERTS

Certain Canadian legal matters relating to the Offering will be passed upon at the date of closing
on behalf of the Company by Fraser Milner Casgrain LLP and on behalf of the Agent by Cassels Brock &
Blackwell LLP. As at the date hereof, the partners and associates of Fraser Milner Casgrain LLP and
Cassels Brock & Blackwell LLP, each as a group, beneficially own, dirgctly or indirectly, less than 1% or
none of the outstanding securities of the Company.

Peter Dendle is a full-time employee of Marengo but does not have, never has had, and will not
receive, an interest in the property of Marengo. Mr. Dendle is the registered or beneficial owner (direct or
indirect) of 150,000 Ordinary Shares and 500,000 options to purchase Ordinary Shares.

Stephen Godfrey, the author of the Revised Technical Report, did not hold at the time of
preparation of the Revised Technical Report, and did not and will not receive after that time, a registered
or beneficial interest, direct or indirect, In any securities or other property of the Company or of any
associate or affiliate of the Company. As at the date hereof, the aforementioned person and the directors,
officers, employees and partners of Golder Associates Pty Ltd (Australia), do not beneficially own,
directly or indirectly, any of the outstanding securities of the Company.

As a result of an internal restructuring of Stantons International Pty Ltd, Stantons International
Audit and Consulting Pty Ltd has been incorporated and, effective September 24, 2010, has been
appointed the independent registered auditors of the Company. The appointment was approved by
shareholders of the Company on November 11, 2010. Prior to September 24, 2010, Stanions International
Pty Ltd served as independent registered auditors of the Company.

STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION

Securities legislation in certain of the provinces of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities. This right may be exercised within two business days
after receipt or deemed receipt of a prospectus and any amendment. In several of the provinces, the
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions,
revisions of the price or damages if the prospectus and any amendment contains a misrepresentation or is
not delivered to the purchaser, provided that the remedies for rescission, revision of the price or damages
are exercised by the purchaser within the time limit prescribed by the securities legislation of the
purchaser’s province. The purchaser should refer to any applicable provisions of the securities legislation
of the purchaser’s. province forthe particulars of these rights or consult with a legal advisor.

i
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AUDITORS” CONSENT

We have read the short form prospectus of Marengo Mining Limited (the “Company”™) dated
November 30, 2010 relating.to the issue and sale of units of the Company, We have complied with
Canadian generally accepted standards for an auditor’s invelvement with offering documents.

. We consent to the incorporation by reference in the above-mentioned short form prospectus of
our report to the shareholders of the Company on the consolidated statements of financial position of the
Company as at June 30, 2010 and June 30, 2009, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the years ended June 30, 2010 and June 30, 2009, such
report is dated September 23, 2010.

West Perth, Western Ausiralia (signed) STANTONS INTERNATIONAL AUDIT
November 30; 2010 AND CONSULTING PTY L'TD




CERTIFICATE OF THE COMPANY

Dated: November 30, 2010

This short form prospectus, together with the documents incorporated by reference, constitutes
full, true and plain disclosure of all material facts relating to the securities offered by this short form
prospectus as required by the securities legislation of the provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick and Nova Scotia.

(signed} LESLIE EMERY (signed} JOHN RIBBONS
Managing Director Chief Financial Officer

ON BEHALF OF THE BOARD OF DIRECTORS

(signed) DOUGLAS DUNNET (signéd) JOHN HORAN
Director : Director
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CERTIFICATE OF THE AGENT

Dated: November 30, 2010

To the best of our knowledge, information and belief, this short form prospectus, together with
the documents incorporated by reference, constitutes full, true and plain disclosure of all material facts
relating to the securities offered by this short form prospectus as required by the securities legislation of
the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick and Nova
Scotia.

PARADIGM CAPITAL INC,

- By: (signed) ANDREW PARTINGTON

C-2.



