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Acquisition of Pantera Project from Vale

Investment case

AVB is a debt free Brazilian Cu-Au miner with significant growth opportunities.
This option deal to acquire the Pantera Project looks like a stunning deal

with continuous mineralisation identified over a 1.5km strike length and some
excellent intercepts. The anticipated acquisition cost (US$20-35m) equates to

a contained copper resource of 225-400kt with a potential grade of >1.5% Cu
(EZL estimate). Ultimately, we see potential for AVB to become a mid cap Cu/Au
producer of 40-50kt of Cu and >100koz pa generating cashflow of >$100m pa
and we retain our Buy.

Key points

* AVB has an option to acquire 100% of the Pantera Copper Project from Vale.
The license is ~ 100 sgkm and located 110km west of AVB’s Pedra Branca
Project.

Avanco Resources Ltd

Share Price
Price Target
Valuation

Shares on issue

Market Capitalisation

Enterprise Value
Debt

Cash

Largest Shareholder

Year End 31 December

0.09 A$/sh
0.20 A$/sh
0.20 A$/sh
2457 m, diluted *
221 A$m
185 A$m
o] A$m

36 A$m

Appian 18%

Production F/Cast 2017f 2018f 2019f
Cu Prod’n (kt) 14.1 14.1 14.2
Au Prod’n (koz) 0.0 0.0 28.9
C1 Cash Costs (US$/Ib) 0.00 0.00 80715
Assumptions 2017f 2018f 2019f

Copper (US$/Ib)
Gold (US$/02)
FX Rate (A$/US$)

3.00 3.00 313
1278 1313 1350
0.78 0.78 0.78
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Key Financials 2017f 2018f 2019f
Revenue (US$m) 86 94 138
EBITDA (US$m) 30 39 58
NPAT (US$m) 1 21 31
Cashflow (US$m) 1 57 -57
CFPS (USo) o] 7 5
P/CFPS (x) o] (0] o]
EPS (USc) o] 0] 1
EPS growth (%) o] -5 1
PER (x) o] 17 8
EV:EBITDA (x) o] 5 2
EV:EBIT (x) o] 10 3
DPS (Ac) o] 0] o]
Dividend Yield (%) o] 0] o]
ND:Net Debt+Equity (%) o] 0] o]

Source: Avanco Resources Ltd

° Based on AVB’s estimated acquisition cost of US$20-US$35m (payable at a
maximum of US$3m pa) implies Pantera will deliver a contained (Measured
and Indicated) copper resource of 225kt to 400kt.

* We calculated an average width and grade on all historical drilling (17 holes)
of 18.6m @ 1.55 % Cu and 0.13g/t Au. There were also 10 reported higher
grade zones within the mineralised envelope with an average width and
grade of 5.95m @ 3.8% Cu and 0.4 g/t Au.

* This implies a potential resource of 14.5mt to 25.8mt @ 1.55% Cu and if we
assume on average 30% is higher grade (ie 5.95m from 18.7m) this could
indicate a higher grade resource of 4.2-7.5mt @ 3.85% Cu as a potential
subset.

* We stress these are very preliminary numbers in terms of tonnage and grade
and only based on limited drilling but the contained copper estimates is
based on AVB’s estimate of the acquisition cost.
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Pantera Copper Project

Pantera is located in the Carajas Mineral Province, dominated by Vale
and is a typical IOGC style of deposit - steeply dipping tabular ore zone
predominantly copper (chalcopyrite rich with lesser bornite) and minor gold.

Vale completed 17 diamond drill holes on 200m spaced sections and defined
a 1.5km zone of continuous mineralisation.

Figure 5: Location of the Pantera Project in the Carajas

PANTERA
PROJECT

Source: Avanco Resources Ltd

Better results include

o 26m @ 2.58 % Cu from 8Im incl 10.05m @ 3.75% Cu from 87m
o 15m @ 2.82% Cu from 113m incl 6m @ 5.28 % Cu from 120m

o 59m @ 1.36% Cu from 172.9m incl 10.9m @ 3.62% Cu from 172m

Mineralisation has been intersected at a downhole depth of 27.8m (- 20m
vertically) to a maximum downhole depth of 326m ( ~ 270m vertically).
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® The sections below show mineralisation appears continuous down dip and

along strike.
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Source: Avanco Resources Ltd

* AVB plan an initial 5,000m drill programme to infill the 200m spacing to
100m centres which should be sufficient for a maiden JORC resource.

* AVB also believes there is a potential strike of ~ 4km with mineralisation
identified by historical drill further to the west.

* AVB also see significant upside on the eastern side of the tenement where
massive sulphides are being mined from small artisanal shaft.

e Metallurgical testwork is underway, however, as an typical Carajas IOGC style
of mineralisation and very similar to Antas and Pedra Branca its likely to
respond to conventional flotation.
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Key Acquisition Terms are;
e US$0.5m non-refundable acquisition option payment (done)

e Complete 14km of drilling within two years and calculate a Measured and
Indicated resource within the Historical Mineralised zone. The acquisition
price is then calculated at US$0.04/Ib of contained Cu. If contained Cu
exceeds 400kt then a higher Acquisition price based on $0.06/1b will be
incurred.

* The Option can be exercised at any time (with or without drilling by agreeing
an Acquisition Price on a non-JORC compliant estimation of 400kt of
contained Co valued at US$0.04/Ib - ie US$35.2m

* |n either case Acquisition Price to Vale are capped at $3m pa. AVB estimate
the acquisition cost will likely range between US$20-35m, hence it is
anticipated payment will be spread over 7-12yrs.

* Any Cu resources discovered outside the Historical Mineralised Zone will not
attract an increase to the Acquisition Price.

* AVB will honour an underlying royalty previously assigned to BNDES of 1.5%
gross revenue.

* Any future production from resources hosted of the Historical Mineralised
Zone will be subject to a NSR royalty of 1% on copper

Analysis

We believe this is stunning deal to acquire a project that looks to have, at a
minimum, 225kt of contained Cu and potentially up to 400kt of Cu for US$20-
35m.

The option deal is structured nicely so that there is not one large cash payment
looming once a resource has been defined and is capped at a maximum

of US$3m pa. This will give AVB sufficient time to adequately explore the
tenement, complete feasibility studies etc,

On the flip side, if AVB want to fast track the project then it does have the
option to pay US$35m to acquire 100%. If >400kt is defined then the additional
cost of US$0.02/1b is minute in comparison to the deposit size.

It was always hoped that with AVB’s operating credentials firming established
after building and successfully operating Antas that some of Vale’s ‘crumbs’
might fall into their hands. We understand AVB has been working on this deal
for sometime.

We are excited with the potential of this project. Continuous mineralisation
over 1.5km strike is an excellent start and the grade and tenor of the deposit is
appealing.

We believe this could develop into a >2% Cu reserve with potential production
of say 20-25kt of Cu pa. As an open pit development it could leap frog Pedra
Branca in the development schedule.

At this stage we have left our valuation unchanged at $0.20/sh with the maiden
resource estimate the key catalyst but there is clear upward bias should this
develop.

Ultimately, we see potential for AVB to become a mid cap Cu/Au producer with
40-50kt of Cu and >100koz of Au pa generating operating cashflow >$100m
over the med-long term.

AVB has underperformed it peers, despite generating solid cashflow from
Antas. We believe that if permitting issues are sorted at its Centro Gold project
and Pantera develops as we expect, then AVB can be significantly re rated. We
maintain our Buy.
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EUROZ

Market Statistics Year End 30 June Profit and Loss (A$m) JH17a 2017f 2018f 2019f 2020f
Share Price $0.090 A$/sh Directors Sales Revenue 39 86 94 138 267
Issued Capital V Tidy Chair Interest Revenue 0] 0] 0] o] o]
Fully Paid Ord 2,457 m A Polgase MD/CEO Other Revenue 0 0 0 0 0
Opt - m S Mottram Ex Dir Total Revenue 39 86 94 138 267
Opt, Dec’19, $0.10/sh 42 m L Azevedo Ex Dir
Opt, Jun18, $0.10/sh 150 m L Ferraz NE Dir Opex 25 52 49 72 141
Total Dil. FPOrd 2,457 m P Chapman NE Dir O/H 2 4 6 8 8
Provisions -2 -2 0 0 (0]
Market Cap’n (dil) $221 m  Shareholders (IE)gIH?IrDA 11 33 38 52 112
Enterprise Value $185 m  Appian 18.0%
o D&A 7 14 14 20 35
Cash $36 m  Greenstone 16.7% EBIT 4 16 25 38 83
Debt $- m  BlackRock 12.9% h
| % Finance costs 2 2 0 (6} (0]
Glencore 8.3% PBT 3 15 25 38 83
Tax 2 4 4 7 14
Asset Valuation A$m A$/sh NPAT 1 n 21 31 68
Antas Nth 254 0.10 Cash Flow (A$m) JH17a 2017f 2018f 2019f 2020f
Pedra Branca 125 0.05 .
Centro Gold 14 0.05 Net Profit 1 n 21 31 68
Other Expl'n 13 0.01 Working Capital 1 1 0 0 0
Corporate 7 (0.02) + Dep/Amort 7 14 14 20 35
Working Capital m (0.00) + Tax Expense 2 4 4 7 14
Unpaid Capital - - - Tax Paid 2 4 4 7 14
Debt - - = Operating Cashflow 9 26 35 51 103
Cash 36 0.01
-Capex + Development 1 6 38 108 n2
Total 493 0.20 -Exploration 3 7 (e} [0} (e}
-Assets Purchased 0] 0] 0] 0] 0]
. +Asset Sales 0] 0] 0] 0] 0]
F/Cast Production (A$m) JH17a 2017f 2018f 2019f 2020f +Other 0 0 0 0 0
Antas Nth (100% AVB) = Investing Cashflow -4 -13 -38 -108 -112
Cu Prod’n kt 71 141 141 141 14.3
Au Prod’n koz 57 107 9.6 9.6 9.3 + Equity Issues (Rts,plc,opts) O 0 60 0 0]
C1 Cash Costs US$/Ib 1.49 144 1.28 124 0.97 +Loan Drawdown 0 0 0 0 0
+Other -2 -2 (6} 0 0
Pedra Branca (100% AVB) -Loan Repayment 0 0 0 0 0
Cu Prod’n kt - - - 0.0 1.1 -Dividends 0 0 0 0 0
Au Prod’n koz - - - 00 0.8 -Interest Payments 0 0 0 0 0
C1 Cash Costs US$/Ib - - - - 27 = Financing Cashflow -2 -2 60 o o
Centro Gold (100% AVB) Period Surplus 3 n 57 -57 -9
Au Prod’'n koz - - - 29 116 FX Adjustments 0 0 0 0 0
Total Cash Costs US$/oz - - - 807 807
CASH 26 34 90 33 25
Group Prod’n - Cu kt 71 141 141 142 154
Group Prod’n - Au koz 6 m 10 39 126 Balance Sheet (A$m) JH17a 2017f 2018f 2019f 2020f
Assumptions Assets
Copper Us$/lb 261 3.00 3.00 313 3.25 Cash _ 26 34 90 33 25
Gold US$/0z1,238 1,278 1313 1,350 1,350 Current Receivables 6 6 6 6 6
FX Rate A$/US$ 075 078 078 0.78 0.78 Other Current Assets 10 10 10 10 10
Total Current Assets 42 50 106 49 41
: : PP&E, MineProp, EE&D 54 56 80 168 245
Ratio Analysis (A$m) JH17a 2017f 2018f 2019f 2020f Other 8 8 o8 58 8
Cashflow (US$m) 9 26 35 51 103 Total NC Assets 83 85 109 197 274
Cashflow per Share (c/sh) 0 1.1 1.4 2.1 4.2 Total Assets 125 134 215 246 314
Cashflow Ratio (x) (0] 7 5 3 2
Liabilities
Earnings (US$m) 1 lll 21 31 68 Borrowings 0 0 0 0 0
Earnings per Share (c/sh) 0 0 1 1 3 Trade Payables 10 10 10 10 10
EPS Growth (%) 0% -503% 91% 52% 120% Provisions 7 7 7 7 7
Earnings Ratio (x) 0 17 8 6 3 Other Liabilities 18 18 18 18 18
Total Liabilities 35 35 35 35 35
Enterprise Value (A$m) 132 190 105 178 189
EV : EBITDA (x) 0 5 21 2.4 1.3 Net Assets 90 99 180 21 279
EV:EBIT (x) (¢} 10 3.3 3.7 1.8
Reserves and Resources
Net Debt :_Net Debt+Equity (%) 0% 0% 0% 0% 0% tonnes grade metal contained
EBIT Margin (%) 0% 18% 26% 27% 31% 9
! mt % Cu g/tAu ktCu koz Au
Return on Equity (%) 0% 1% % 15% 24% :
Return on Assets (%) 0% 12% 12% 15% 26% Mineral Resources
eturn on Assets (% © ° © ° ° Antas Nth M+1+| 6.4 2.4 0.5 152 102
- Antas Sth M+1+1 101 0.8 0.2 85 65
Dividend (c/sh) 0 0 o 0 0 PedraBranca  M+l+l 177 24 07 427 357
Dividend payout ratio (%) 0% 0% 0% 0% 0% CentroGold (Gurupi) I+ 20.2 B 20 - 1286
Dividend Yield (%) 0% 0% 0% 0% 0% Ore Reserves ’ ’ !
Dividend Franking (%) 0% 0% 0% 0% 0% Antas Nth P+p 3.0 264 0.6 80 57
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Copyright & Distribution

The material contained in this communication (and all attachments) is prepared
for the exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983)
(“Euroz”) only. Euroz is the holder of an Australian Financial Services Licence
(AFSL 243302) issued by the Australian Securities and Investments Commission
(“ASIC”) and is a participant of the Australian Securities Exchange Group

(“ASX Group”).

The information contained herein is confidential and may be legally privileged.
If you are not the intended recipient no confidentiality is lost nor privilege
waived by your receipt of it. Please delete and destroy all copies, and contact
Euroz on (+618) 9488 1400. You should not use, copy, disclose or distribute this
information without the express written authority of Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their
securities business and consequently may have a relevant interest in the
securities recommended herein (if any). This may include providing equity
capital market services to their issuing company, hold a position in the securities,
acting as principal or agent, or make a market therein and as such may effect
transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or
advisor in equity capital raisings, and will have received a fee for its services, for
any company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without

first consulting your investment advisor in order to ascertain whether the
recommendation (if any) is appropriate, having regard to your investment
objectives, financial situation and particular needs. Nothing in this report shall
be construed as a solicitation to buy or sell a security, or to engage in or refrain
from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at
the time of compilation, however we make no representation or warranty that
it is accurate, complete, reliable or up to date, nor do we accept any obligation
to correct or update the opinions in it. The opinions expressed are subject to
change without notice. No member of Euroz accepts any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this
material.

We cannot guarantee that the integrity of this communication has been
maintained, is free from errors, virus interception or interference.
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