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PAPUA NEW GUINEA

Marengo has positioned itself in Papua New Guinea (PNG) with a project which has the potential to grow
into a world class base metal mine. The Yandera Project gives shareholders excellent leverage to the future
success of Marengo.

As Australia’s nearest neighbour (some 150km from Cape York Peninsula) PNG has a long history of mining,
dating back to 1878 and has historically been amongst the world’s largest copper and gold producers.

Located in one of the world’s most dynamic tectonic zones, PNG has and continues to produce world class
ore deposits, such as Ok Tedi, Bougainville, Lihir, Misima and Porgera. In addition more recent developments
have seen the discovery of ore deposits such as Hidden Valley and Simberi. The recent commencement of
the US$15 billion Exxon Mobil LNG Project has added further strength to that nation’s resource industry.

Since gaining independence in 1975, PNG has, along with other nations, suffered periods of downturn
in mineral exploration investment. However as the world demand for resources continues to increase,
investment in this “pro mining” nation is also increasing at a rapid rate, in both the exploration and
development areas.

As a Commonwealth country PNG operates a parliamentary democracy, based on the Westminster model,

where all major parties support private enterprise and foreign investment. Marengo is pleased to join many
international companies which successfully operate exploration and mining projects in PNG, a trend which

continues to gain momentum.

Marengo, through its subsidiary Marengo Mining (PNG) Limited, is concentrating its efforts on this richly
endowed nation.
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HIGHLIGHTS

Successful Australian and international
share placements completed to raise
A$21.7M (C$21.1M)

Yandera Definitive Feasibility Study
continues on track

Further zones of significant mineralisation
intersected at Yandera Central deposit

Deep drilling program strikes immediate
success with broad zone of mineralisation,
ending in higher grades.

Since year end a Canadian placement has
raised an additional A$21.4M (C$20.16M)







| am very pleased to report significant
progress by the company over the past year
towards its goal of developing the Yandera
Copper-Molybdenum-Gold Project.

Efforts have been concentrated on drilling
within the Yandera Central Porphyry, with
five diamond core drills operating for a good
part of the field season. The focus has been
on infill and strike extension drilling and,
more recently, the first deep drilling ever
undertaken on the Yandera Project.

The first two of four deep drill holes have
been completed to approximately 1000
metres, with good results. It is planned to
have the four initial deep holes completed by
the end of 2010.

The identification of a deeper system opens
up a new exploration opportunity within

the Yandera Central Porphyry system, with
the potential to add significant value to the
project. The results to date confirm that

the large porphyry copper-molybdenum
systems at Yandera extend at considerable
depths below the current JORC resource
boundaries.

Marengo board and management
meet with Papua New Guinea’s
Prime Minister Rt Hon. Grand
Chief Sir Michael Somare, GCL
GCMG CH CF KStJ, MP.

In other notable activity, a contract has been
awarded for a full study on the provision of
hydroelectric power to Yandera. Hydroelectric
power is an important inclusion into the DFS,
and its ultimate implementation would be a
significant economic contributor, as well as
an important leverage point for the project.
Work is underway on a contract awarded

for the collection of a final bulk metallurgical
sample for testwork to establish processing
parameters for the recovery of copper and
molybdenum sulphide concentrates.

In addition, a Deep Sea Tailings Placement
(DSTP) bathymetric survey was completed in
February. Oceanographic testing equipment
was deployed into Astrolabe Bay, on the
north coast of PNG, in an area selected as

a potential location for DSTP. The testing

will take place over a period of at least
twelve months. It is part of a comprehensive
baseline study, required to be carried out
before any developmental or environmental
permitting is made, whilst studies for
alternative land based tailings also continue
as part of the DFS.






In the critical area of funding, an equity
raising of A$21.7 million was completed in
September 2009 in Canada and Australia.
This saw George Soros’ Quantum Partners
LDC join the share register with 19.9%
holding. Marengo’s major shareholder,
Sentient Global Fund, also contributed to
maintain its 26.65% holding.

Another substantial capital raising,
undertaken since the end of the financial
year, saw a further A$21.4 million raised. The
company has the ongoing support of Sentient
Global Fund and Quantum Partners LDC

who have both maintained their percentage
holdings, as well as additional support
from North American institutional investors.
The funds raised are being directed to the
completion of the DFS, and to providing
general corporate and working capital.

Marengo is proud to be an international
corporation with an active presence in Papua
New Guinea. We are operating in a country
which has a thriving mining and exploration
industry and a pro-mining environment.

The company is committed to providing

a safe and healthy working environment.

It is also committed to maintaining the
excellent relationships established with the
communities at and around Yandera, with
other communities and with government
authorities.

At all times we aim to continue to operate in
accordance with world class environmental
standards, both on the broad scale and in
regard to the environmental well-being of the
local communities.

| thank our Managing Director, Les Emery, for
his continuing leadership and management
and all of our valued staff, consultants

and contractors in Papua New Guinea,
Australia and elsewhere for their significant
contribution to the company’s considerable
progress during the year.

| also thank my co-directors for their
continuing commitment and support and |
look forward to meeting with shareholders at
our Annual General Meeting on 11 November
2010.

Yours sincerely

ya—add

John Horan
Chairman



REVIEW OF ACTIVITIES
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CAPITAL RAISINGS

During the financial year the company
completed capital raisings for a total of
A$21.7 (C$21.1) million, to mainly target
accelerating exploration and development of
the Yandera Project.

A$16.3 (C$14.8) million was raised by the
issue of 172.5 million shares at A$0.095
(C$0.086) per share, pursuant to a Short
Form Prospectus, lodged in Canada. This
raising was underpinned by a group of
leading international investment funds and
the company’s largest shareholder, The
Sentient Group.

As a result of this placement, The Sentient
Group increased its shareholding to 26.65%
and Quantum Partners LDC, a member of the
George Soros controlled group, took a 19.9%
interest in the company.

A subsequent Australian placement, to
sophisticated investors, raised A$5.4
million, by the issue of 57.5 million shares
at A$0.095 per share, with both The
Sentient Group and Quantum Partners LDC
contributing to maintain their respective
equity positions.



Since the end of the financial year the
company has been able to maintain the
high level of activity required on the Yandera
Project, with a further capital raising of
A$21.4 million (C$20.16 million).

These funds were raised by the issue of
240 million shares at A$0.09 per share
(C$0.084), together with a free attaching
one-quarter of a fully paid share purchase
warrant (exercisable on or before 11 August

2013, at C$0.125), pursuant to a Short Form

Prospectus, lodged in Canada.

This capital raising was again supported by
The Sentient Group and Quantum Partners
LDC, with both contributing pro-rata to
maintain their respective interests. In
addition, the issue was supported by a
number of existing and new North American
institutional investors.

Direct Access to
Asian Markets

Australin




YANDERA PROJECT
MADANG PROVINCE, PNG
- MARENGO 100%

Since early 2005, Marengo has focused

all of its efforts on the Yandera Project. As
this project contains a considerable copper,
molybdenum and gold inventory it is viewed
as the route by which significant value can
be generated for shareholders.

Located 95 kilometres south west of the

provincial capital of Madang, on the north
coast of the independent Commonwealth
nation of Papua New Guinea, the Yandera
Project consists of a series of exploration

licences, covering some 1,900 km? and
extending over approximately 100km of a
geological structural zone, referred to as the
Bundi Fault.

The focus of activity at Yandera, since a
number of companies carried out exploration
in the 1960’s and 1970’s (including BHP
Limited and Kennecott Copper) has been

the area referred to as the Yandera Central
Porphyry.

During the year the company continued
with activities associated with the intended
completion of a Definitive Feasibility Study
(“DFS™) by the end of 2010.
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The DFS is based on a high rate open pit
mining and processing operation (25Mtpa),
over the Yandera Central Porphyry, for a
minimum of 20 years. It is expected that if all
planned DFS components can be completed
on schedule, the results will be released early
in 2011.

Discussions have already commenced with a
number of parties interested in participation
in the project. If a strategic partner can be
secured, production of high quality copper
and molybdenum sulphide concentrates
could commence early in 2014.

Because of its proximity to Asian markets
and the high quality of the concentrate, the
Yandera Project continues to be of great
interest to organisations attempting to secure
long-term access to these products.

Exploration activities also continued at
Yandera, although the focus on the DFS and
diamond drilling associated with this activity
took precedence. In addition to drilling within
the current Yandera resource, continued
success was achieved around and below the
existing resource.

Step out drilling at the Imbruminda and
Dimbi-Gamagu zones has intersected
significant zones of copper and molybdenum
mineralisation and will undergo infill drilling
over coming months. One hole at Dimbi-
Gamagu (YD 245) intersected 357 metres @
0.44% Cu and 96 ppm Mo (0.45% CuEq).

An exciting new phase of drilling commenced
at Yandera during the year with drilling of the
first of four deep drill holes, planned to test
for depth extensions of the Imbruminda and
Gremi zones.

[ Imbruminda '
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The first of these holes was completed

at the Imbruminda zone where hole YD
273 intersected widespread copper and
molybdenum mineralisation from near
surface to the end of the hole, at 983.7
metres. This produced a very credible drill
intersection of 980.7 metres @ 0.38% CuEq.
The hole also includes higher grade zones,
notably 207 metres @ 0.51% Cu and 118
ppm Mo (0.65% CuEq) and 29.7 metres @
0.49% Cu and 699 ppm molybdenum from
954 metres to the end of the hole.

A second hole has now been completed

at the Gremi zone (YD 294), to a depth of
1,004 metres with results awaited, although
significant zones of copper sulphides were
encountered.

The third and fourth deep holes are planned
to be completed on the Imbruminda and
Gremi zones respectively, before the end of
2010.

During the year a 10 hole drill program

was completed at the Kombruku Prospect,
located 4 kilometres from the Yandera
Central deposit, following up on zones

of outcropping copper mineralisation,
coincident with anomalies from a surface
geophysical (Induced Polarisation) survey.

No significantly wide intersections were
encountered although a number of narrower
intersections were made during the program.
These and the limited amount of drilling over
this extensive prospect warrants further work
at a later date.

Also during the year an airborne magnetic
and radiometric survey was flown over

a large section of the Yandera Project
tenements northwest and southeast of the
Yandera Central deposit. This helicopter
mounted survey was flown on 100 metres
line spacings at a flying height of between 60
and 80 metres.

The results of this survey has highlighted the
importance of the structural evolution of the
area in focusing fluid flow and magmatism.
Similar structural features are already well
recognised in South American porphyry
copper belts.

This survey has produced a suite of
exploration targets local to the Yandera
Central deposit, which will be the focus of
future programs, following completion of
DFS activities.

Diamond Dirilling /
Resource Estimate

As with previous years, diamond drilling at
the Yandera Project continued at a high rate
with the number of rigs ramping up as the
year progressed.

14



With the exception of some sterilisation and
geotechnical drilling, and prospect drilling
at Kombruku, most holes were directed to
resource drilling within the Yandera Central
deposit.

The current resource estimate is based on
drilling only completed up to mid 2008 and
was produced in October 2008. For the first
time it also contained a resource estimate
for the by-products gold, silver and rhenium.
A revised resource estimate is scheduled
for completion as part of the completion of
the DFS.

YANDERA PROJECT RESOURCE ESTIMATE

Table 1. Copper-Molybdenum
INDICATED RESOURCE

Cut-off Tonnes CuEq Cu Mo
(% CuEq)* (million) %) (ppm) (ppm)
0.2 527.1 0.38 2,793 104
0.25 410.5 0.43 3,109 118
0.3 3145 0.48 3,413 135
INFERRED RESOURCE
Cut-off Tonnes CuEq Cu Mo
(% Cukq)* (million) %) (ppm) (ppm)
0.2 766.4 0.33 2,488 82
0.25 519.3 0.38 2,879 94
0.3 351.9 0.43 3,275 106
*CuEq. calculated as [Cu + (10 x Mo)]
Table 2. By Products**
The Copper-Molybdenum resource includes the following by-product metals:
INFERRED RESOURCE
Cut-off Tonnes Au Ag Re
(% CuEq) (million) (910 (950 (ppm)
0.2 1,293.5 0.08 1.35 0.07
0.25 929.8 0.08 1.46 0.08
0.30 666.4 0.09 1.56 0.08

**Not included in CuEg.

Note: The by-product resource is contained within the Indicated and Inferred resource in Table 1. Au and Ag grades
have been estimated from a smaller set of data than the Cu and Mo grades. Re has been calculated by regression
against Mo based on a limited amount of sampling. Uncertainty in the characterisation of the Au, Ag and Re metal

content of the resource has resulted in no part of the by product resource being classified as Indicated.

The above resource estimate uses the definitions, classification systems and guidelines of the
Australasian Code for Reporting Exploration Results, Mineral Resources and Ore Reserves,
prepared by the Joint Ore Reserves Committee of the Australasian Institute of Mining and
Metallurgy, Australasian Institute of Geoscientists and Mineral Code of Australia (“the JORC
Code”).

A full copy of the report containing the resource estimate was filed with Canadian security
regulatory authorities on 23 October 2008 and is available under the company’s profile on the
SEDAR website.
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COMMUNITY AFFAIRS




Community Affairs

The importance of building good community
relations and to be sensitive to the needs of
all stakeholders is recognised by Marengo as
the key to successfully developing a project
such as Yandera. Since its first involvement at
Yandera in 2005, the company has placed a
strong emphasis on engaging with the local
community.

The company’s site based community

affairs team continue to engage with local
communities to provide them with updates
on Marengo’s site activities and future

plans. During the year and as the DFS
activities expanded beyond Yandera itself, the
community affairs team have also expanded
their area of influence, in order to keep those
other communities that will be impacted by
regional infrastructure.

The company believes that the effort put into
community affairs has created a strong bond
between Marengo and these communities.

In addition to the community affairs team,
the company also continues to engage the
services of an independent anthropologist,
who is well experienced in the Yandera
region. This work includes local community
census and an assessment of the social
changes taking place within these
communities.

Environment

A high level of environmental focus has again
seen the company operate throughout the
year, without any significant effect on the
environment or local communities.

With the aim of operating at all times to world
class environmental standards, Marengo is
proud of its record at Yandera.

As part of the DFS, various environmental
monitoring programs continue.

Exploration Licence 1335
Exploration Licence 1416
Exploration Licence 1633
Exploration Licence 1665
Exploration Licence 1670

Exploration Licence 1709

Exploration Licence 24115
Exploration Licence 24195

Exploration Licence 24196

Health and Safety

The company is committed to providing a
safe and healthy workplace, and continues to
take steps to ensure that this is practiced at
all levels within the company.

The Yandera site currently employs health
professionals to ensure that site staff receive
immediate attention resulting from injuries
or health issues. Since implementation this
facility has expanded to provide general
medical assessment and initial treatment of
local communities.
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