











Avanco

Proforma transactions
The proforma Balance Sheet, Statement of Changes in Equity and Cash Flow Statement have been derived from the
historical financial information as at 31 August 2007 adjusted to give effect to the following significant events and

transactions by the Company subsequent to 31 August 2007:

a) the issue by the Company pursuant to this Prospectus of 20,000,000 ordinary shares at an issue price of 20 cents
each, raising $4,000,000;

b) the acquisition of all of the issued capital of Apoquindo Brasil Mineracao Ltda, a Brazilian company via the
payment of US$100,000 (AUD $117,647, converted at 0.85);

¢) the acquisition of mineral tenements for US$1,750,000 (AUD$2,058,823), of which US$90,000 (AUD$105,882) has
been paid subsequent to 31 August 2007;

d) the issue of 1,500,000 options to directors and consultants; and

e) the payment and write off to the contributed equity account of prospectus costs, not already paid or previously
provided, of an estimated $240,000 (net of GST).

Unaudited Unaudited
Proforma
$ $
2. CASH AND CASH EQUIVALENTS
Balance as at 31 August 2007 492,908 492,908
Shares issued pursuant to prospectus - 4,000,000
Payments to acquire subsidiary - (117,647)
Payments to acquire mineral interests - (105,882)
Share issue costs - (240,000)
492,908 4,029,379
3. MINERAL EXPLORATION AND EVALUATION EXPENDITURE
Balance as at 31 August 2007 8,909 8,909
Acquisition of subsidiary - 117,647
Acquisition of mineral interests - 2,058,823
8,909 2,185,379
4. AMOUNTS DUE UNDER CONTRACT
Current
Acquisition of mineral interests - 352,941
Non - Current
Acquisition of mineral interests - 1,600,000
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Unaudited Unaudited
Proforma
$ $
5. ISSUED CAPITAL
Issued and paid up share capital
Shares issued:
Balance as at 31 August 2007 503,003 503,003
20,000,000 fully paid shares issued at 20 cents
each pursuant to this Prospectus - 4,000,000
Share issue cost - (240,000)
Balance at end of period — 35,000,003 ordinary shares
(Pro-forma: 55,000,003 fully paid) 503,003 4,263,003
Movements in number of fully paid ordinary shares since registration:
Details Number $
Balance as at 31 August 2007 35,000,003 503,003
Shares to be issued pursuant to the Prospectus 20,000,000 4,000,000
Proforma balance (excludes share issue costs) 55,000,003 4,503,003
6. OPTIONS
Number Number
Issued to directors exercisable at 25 cents on or
before 30 June 2010 (unlisted) - 1,500,000

7. CONTINGENCIES AND COMMITMENTS
Details of planned expenditure commitments are outlined in Section 3.3 and 9 of the Prospectus and the Independent
Geological Report included in the Prospectus. The Directors are not aware of any other contingencies.

8. RELATED PARTY TRANSACTIONS

Details of Directors’ interests in the Company’s issued capital and transactions with the Company are included in Sections
11.2,11.3,11.4, 12.3 and 12.4 of the Prospectus.
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9.0 OVERVIEW ON PROJECT TENURE

9.1

9.2

Avanco

Introduction

Avanco Resources Limited has an interest in the following mining projects in the Federal Republic of Brazil:

(a) the Carajas Copper Project in the State of Para comprising the Rio Verde Project and the Serra Verde Project; and
(b) the Central Brazilian Gold Project in the State of Goias comprising the Rio Uru Project.

Avanco operates in Brazil through its subsidiary companies Apoquindo Brasil Mineracao Ltda and Avanco Resources
Mineracao Ltda.

This Project Tenure Overview relates to:

(a) agreements entered into by Avanco (or a subsidiary) in relation to the exploration permits and exploration
claims (Mineral Properties) in which Avanco has an interest;

(b) details of the Mineral Properties; and
(c) asummary of the laws applying to the Mineral Properties in Brazil.

On the basis of the searches of the registers and records maintained in Brazil by the National Mineral Production
Department (DNPM) conducted on behalf of the Company, the information set out below provides an accurate
statement as to the status of the Mineral Properties.

The Company’s rights in respect of the Mineral Properties depends on the enforceability of the agreements pertaining
to the Mineral Properties described below. The good standing of the Mineral Properties and the holders’ interests
therein are subject to the holders’ continuing to comply with the terms and conditions of the Mineral Properties under
the provisions of Brazilian law.

The system of application, grant and tenure of mining interests in Brazil is different in substance and detail from the
system that applies in Australia and this Project Tenure Overview does not purport to be an exhaustive review of all
laws that may apply to the Company or its subsidiaries in Brazil. This Project Tenure Overview relates only to the laws
in force in Brazil at the date of this Prospectus with respect to the tenure of the Mineral Properties.

Mining Projects

Carajas Copper Project

The projects comprising the Carajas Copper Project are held by Apoquindo Brazil Mineracao Ltda (Apoquindo).
On 7 September 2007, Avanco entered into an Assignment of Shares Agreement with Minera Apoquindo Chile Ltda
(Apoquindo Chile) pursuant to which Avanco acquired a 100% legal and beneficial interest in the issued capital of
Apoquindo from Apoquindo Chile (Share Sale Agreement).

The consideration payable by Avanco to Apoquindo Chile for the acquisition of Apoquindo is:

(a) US$50,000 to acquire the shares in Apoquindo that has been paid following execution of the Share Sale
Agreement;

(b) US$25,000 that has been paid following Apoquindo being granted an extension to make the payments due on 11
November 2007 pursuant to the Rio Verde Option Agreement (described below) and receipt of approval from
DNPM of an exploration report in relation to the Rio Verde Project;

(c) US$25,000 that has been paid following Apoquindo being granted an extension to make the payments due on
3 November 2007, 3 November 2008 and 3 November 2009 pursuant to the Serra Verde Option Agreement
(described below) and a postponement of the drilling obligations on the Serra Verde Project to a maximum total
of 10,000 metres; and
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(d)  anet smelter return royalty of 1% of production of gold, copper or other products from the Rio Verde Project
and Serra Verde Project, payable every four months after deducting duties, taxes, legal contributions, fees,
transport expenses and insurance related to the sale of the product. Payment of the royalty is proportional to the
participating interest that Avanco has in the Rio Verde Project and Serra Verde Project.

Registration of the assignment of the shares in Apoquindo to Avanco is pending.

Rio Verde Project

The Rio Verde Project comprises an exploration licence located in the State of Para, in which Apoquindo is the sole legal
and beneficial holder of the mineral rights pursuant to an agreement with Brilasa — Britagem E Laminacao de Rochas SA.

DNPM Tenement No. Holder Grant Date Expiry Date Area (ha)

853714/93 Apoquindo 22/10/98 25/10/10 (indicative) 9,300

The exploration licence was granted for an initial period of 3 years and renewed on 30 June 2003 for a further period of 3
years. Upon expiry of the renewed term, a report was submitted to DNPM requesting approval to retain the exploration
licence for a further 3 years within which a feasibility study must be submitted. On October 4 2007, the Chief of the
DNPM (Para State) approved the report. Economic reserves must be identified and approved within 3 years from the
date the DNPM approval is published in the official Gazette. Following this, a Mining Licence Application must be
submitted within 1 year.

Brilasa Agreement
On 3 November 2005, Apoquindo entered into an agreement with Brilasa — Britagem E Laminacao de Rochas SA (Brilasa)
pursuant to which Brilasa granted to Apoquindo a 100% interest in the Rio Verde Project subject to the following material

terms and conditions (as amended by an agreement dated 19 September 2007):

(a) (Consideration): Apoquindo has agreed to undertake exploration expenditure on the Rio Verde Project and the
following consideration is payable by Apoquindo to Brilasa:

i) US$50,000 on 24 September 2007 (Paid);
(ii) US$50,000 on 30 March 2008;
(iii) an annual payment of US$100,000 until Apoquindo identifies a DNPM approved and JORC compliant

reserve. In addition, upon receipt of such approval, Apoquindo must pay Brilasa an amount equivalent
to 0.3% of the value of the reserve; and

(iv) a royalty of 0.7% of the net smelter return from production of gold, copper or other products from
the Rio Verde Project, payable every four months after deducting duties, taxes, legal contributions, fees,

transport expenses and insurance related to the sale of the product. This royalty can be satisfied by the
payment of $US1,000,000 to Brilasa at any time.

(b)  (Pre-emptive Right): At any time Apoquindo may relinquish the Rio Verde Project, provided that it first notifies
Brilasa of its intention to do so and undertakes within 15 days to assign the mineral rights back to Brilasa.

(c) (Environmental Obligations): Brilasa is liable for pre-existing environmental damages in relation to the Rio Verde
Project to a maximum amount of US$50,000.

Native Title

Native title searches indicate that there is no claim by or on behalf of indigenous people over the Rio Verde Project area.
The area is not related to indigenous or environment reserves and not inhabited by indigenous people.
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Serra Verde Project
The Serra Verde Project comprises an exploration licence application located in the State of Para.

An exploration licence covering the initial area of the Serra Verde Project (DNPM 850015/98) was granted on 21 July 1999
for a period of three years and renewed on 17 May 2002 for a further 3 year period. This exploration licence is the subject
of an agreement between Apoquindo and Barrick Do Brasil Mineracao Ltda.

On 9 September 2006, the Serra Verde Project area was transferred to Apoquindo. On the basis that the exploration
licence was due to expire on 12 November 2006 and could not be renewed for a further period, Apoquindo relinquished
the area and claimed a new exploration licence application in respect of the same area. Apoquindo has “priority rights”
(described below) in respect of this application and is the sole beneficial holder of the mineral rights.

DNPM Tenement No. Holder Grant Date Expiry Date Area (ha)
850892/06 Apoquindo 14/11/06 N/A 10,000
Barrick Agreement

On 1 November 2005, Apoquindo entered into an agreement with Barrick Do Brasil Mineracao Ltda (Barrick) pursuant
to which Barrick granted to Apoquindo a 100% interest in the Serra Verde Project on the following material terms and
conditions (as amended by an agreement dated 10 July 2006):

(a)  (Consideration): Apoquindo has agreed to undertake financial commitments through a drilling program and the
following revised consideration remains payable by Apoquindo to Barrick:

Date Payment (US$) Drilling (m)
3 May 2008 200,000 N/A
3 November 2008 300,000 2,000
3 November 2009 300,000 5,000
3 November 2010 300,000 5,000

Barrick has the right to terminate the Agreement should Apoquindo default on any of the above payments and in
which case Apoquindo must return the Serra Verde Project in good standing and free of any damage or liabilities
caused by Apoquindo.

(b)  (Term for Performance): Apoquindo has the right to satisfy the above payments in full at any time for a period of 4
years ending on 3 November 2009 to be conferred absolute title.

(¢)  (Buy-back): Should Apoquindo discover an economic resource of at least 2 million ounces of gold and/or
1,000,000 tonnes of fine copper, which are converted into proven or probable reserves in a scoping or pre-feasibility
study, Barrick shall be entitled to a back-in right of a 51% interest in the Serra Verde Project for a period of 90 days
from the study. Upon exercise of the back-in right Barrick must pay Apoquindo the total expenditures incurred
by Apoquindo in the Serra Verde Project and the parties will incorporate a new company in which Barrick and
Apoquindo will have a 51% and 49% interest respectively. The back-in right is exercisable by Barrick on or before
30 December 2008.

(d)  (Net Smelter Return Royalty): In the event that Barrick does not exercise the back-in right referred to in (c) above,
Apoquindo must pay to Barrick a 2% royalty from all mining results and production from the Serra Verde Project
after deducting transportation costs, taxes and refining costs.

(e)  (Termination by Apoquindo): Apoquindo is entitled to terminate the Agreement and relinquish the Serra Verde
Project upon notice to Barrick. Upon termination, Apoquindo is not obliged to make any further payments
(subject to any deferred payments) to Barrick for the period following 60 days after the date of termination.
Apoquindo must transfer the mineral rights back to Barrick within 30 days following termination.
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Native Title

Native title searches indicate that there is no claim by or on behalf of indigenous people over the Serra Verde Project area.
The area is not related to indigenous or environment reserves and not inhabited by indigenous people.

Central Brazilian Gold Project

The projects comprising the Central Brazilian Gold Project are held by Apoquindo and Avanco Resources Mineracao Ltda
(Avanco Brazil).

Uru Project
The Uru Project comprises two exploration licences and one exploration claim in the State of Goias in which Apoquindo

is the sole beneficial holder of the mineral rights pursuant to an agreement with Brazil Americas Investments &
Participation Mineracao Ltda (BAIPM).

DNPM Tenement No. Holder Grant Date Expiry Date Area (ha)
861014/06 BAIPM 10/10/06 10/10/09 2,000

861015/06 BAIPM 01/11/06 01/11/09 1,942.20
861561/07 (application) BAIPM (31/08/06) N/A 1,987.76

Acquisition Agreement — BAIPM

On 3 September 2007, Avanco signed a letter of intent with BAIPM pursuant to which the parties agreed to enter into
a formal agreement for the acquisition by Avanco of the mineral rights comprising the Uru Project (Letter of Intent).
Under the Letter of Intent, Avanco paid US$15,000 to BAIPM for exclusive rights to conduct due diligence on the Uru
Project.

Upon completion of the due diligence, Apoquindo and BAIPM entered into an agreement on 3 October 2007 pursuant to
which BAIPM agreed to assign a 100% interest in the mineral rights comprising the Uru Project, subject to the following

material terms and conditions:

(a) (Consideration): the following consideration is payable by Apoquindo to BAIPM:

(1) 3 October 2007 — US$25,000 (Paid);
(ii) 3 April 2008 — US$50,000;

(dii) 3 October 2008 — US$110,000;

(iv) 3 October 2009 — US$150,000; and
(vi) 3 October 2010 — US$200,000.

In addition, Apoquindo must pay to BAIPM a royalty of 1.5% of the net smelter return. This royalty can be
satisfied by the payment of US$1,000,000 to BAIPM at any time.

(b)  (Termination by Apoquindo): Apoquindo is entitled to terminate the Agreement at any time upon notification to
BAIPM of a minimum of 30 days before a payment is due. Apoquindo must transfer the mineral rights back to
BAIPM immediately upon termination.

(¢)  (Termination by BAIPM): If Apoquindo does not comply with any of its obligations under the agreement, BAIPM
must provide 10 business days written notice to Apoquindo and if Apoquindo does not remedy the default, BAIPM
can terminate the agreement. Apoquindo must transfer the mineral rights back to BAIPM immediately upon
termination.

(d) (Assignment): Apoquindo may assign its interest in the mineral rights without the consent of BAIPM subject to
payment by Apoquindo of the consideration in (a)(i) above.

The agreement contains other terms and conditions which are usual for an agreement of this nature including standard
confidentiality obligations and representations and warranties.
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Native title searches indicate that there is no claim by or on behalf of indigenous people over the Uru Project area. The
area is not related to indigenous or environment reserves and not inhabited by indigenous people.

Uru Applications

Avanco Brazil has made an application for the following exploration claims in respect of which Avanco Brazil has the
priority rights” to be granted title.

«

Avanco

DNPM Tenement No. Holder Grant Date Expiry Date Area (ha)
861731/07 Avanco Brazil 01/10/07 N/A 1773.51
861732/07 Avanco Brazil 01/10/07 N/A 2000
861733/07 Avanco Brazil 01/10/07 N/A 2000
861734/07 Avanco Brazil 01/10/07 N/A 2000
861735/07 Avanco Brazil 01/10/07 N/A 2000
861736/07 Avanco Brazil 01/10/07 N/A 2000
861737/07 Avanco Brazil 01/10/07 N/A 2000
861738/07 Avanco Brazil 01/10/07 N/A 2000
861739/07 Avanco Brazil 01/10/07 N/A 2000
861740/07 Avanco Brazil 01/10/07 N/A 2000
861741/07 Avanco Brazil 01/10/07 N/A 2000
861810/07 Avanco Brazil 05/10/07 N/A 2000
861811/07 Avanco Brazil 05/10/07 N/A 2000
861812/07 Avanco Brazil 05/10/07 N/A 1475.09
861813/07 Avanco Brazil 05/10/07 N/A 2000
861814/07 Avanco Brazil 05/10/07 N/A 2000
861815/07 Avanco Brazil 05/10/07 N/A 1967.34
861816/07 Avanco Brazil 05/10/07 N/A 1476.81
861817/07 Avanco Brazil 05/10/07 N/A 1969.85
861818/07 Avanco Brazil 05/10/07 N/A 1836.4
861819/07 Avanco Brazil 05/10/07 N/A 1925.31
861820/07 Avanco Brazil 05/10/07 N/A 1717.65
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9.3 Applicable legislation
Mining activities in Brazil are regulated by:

(a) the Mining Code (1967) and its Regulations (Mining Law);
(b) the Constitution of Brazil and Law No. 9605 of February 1998 (Environmental Law)

Summary of the Mining Law

All minerals are the property of the Federal Government of Brazil. The DNMP may grant mineral licences to Brazilian
and authorised foreign companies to explore for or mine minerals.

The 4 grounds under which an application may be made for a mineral licence under the Mining Law are:

(a) an authorisation permit - this relates to the definition of a deposit, its evaluation and the feasibility of economic
development. Authorisations (including exploration claims and subsequent permits) are granted by the DNPM;

(b) a mining concession - this relates to the industrial development of a deposit under an ordinance of the Ministry
of Mines and Energy;

(¢) amining licence - this relates to the development of certain mineral substances used immediately for building
and industrial purposes such as clay and limestone; and

(d) garimpeira or alluvial mining - this relates to small-scale mining operations conducted under a permit granted
by the DNPM.

Authorisation permits and mining concessions are applied to organised and large size mining ventures respectively
aiming at exploration work and mining of a deposit.

Exploration Claims

Under the Mining Law, mineral exploration means the performance of the work required for defining and evaluating a
deposit and determining the feasibility of its economic exploitation.

(a) Application — Priority Rights

In order to obtain a mineral exploration permit, the applicant must present an exploration claim to the DNPM,

containing the details of the applicant, the area sought, the proposed work plan and budget and the relevant

minerals.

The first applicant of a mineral exploration licence, whose application is related to an area considered as free,

shall be granted the priority in obtaining the respective title. Therefore, the first application presented to the

DNPM for a certain area shall constitute, in general, a priority right. The area will be considered as “free” when:

(1) the area is not bound to any other exploration licence, licence registration, mining concession, mine
manifest, aerial geological recognizance permission or any extraction registration by the federal, state

and municipal agencies of the direct administration or by independent governmental agencies;

(ii) the area is not the object of a previous application for an exploration licence, or in cases where there is a
previous application, such previous application is subject to prompt dismissal;

(iii)  the area is not the object of a previous mining licence registration request;

(iv) the area is not the object of a previous extraction registration request filed by any federal, state and
municipal agencies of the direct administration or by independent agencies;

(v) the area is not tied to a request for renewal of an exploration licence, presented in time and pending
approval;
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(vi) the area is not tied to an exploration licence with a final report presented in time and pending approval;
and

(vii)  the area is not bound to an exploration licence with a final report approved and the legal right to request
the mining concession still in force.

In the event of partial interference in the area requested and provided that exploration in the remaining area
will be justified and considered as technically and economically feasible by the DNPM, the applicant shall be
previously consulted to determine if the said applicant would be interested in readjusting the application for the
remaining area. If the request was dismissed due to the unavailability of the requested area, the applicant shall
not be entitled to any claim.

(b) Size of Area
Exploration claims are limited to the following maximum areas:

(1) 2,000 hectares for deposits of metals, mineral fertilizers, coal, diamonds, bituminous and
pyrobetuminous rocks and salt-gem;

(ii) 50 hectares for deposits of sands, gravels and grits for use in the construction industry;

(iii) 1,000 hectares for deposits of mineral rocks and other substances not included in items (i) and (ii)
above; and

(iv) 10,000 hectares for deposits of minerals indicated in item (i) above for areas located in the Amozonia
Legal.

(¢) Duration

A mineral exploration permit for copper and gold is granted for 3 years from the date of issue. The licence can
be successively renewed at the discretion of the DNPM.

If the applicant has:
(i) lodged a claim and the DNPM has registered the claim; and
(ii) priority,

and the area is free for mining as set out above, the applicant may access the area and conduct geological
evaluation work on the area of that claim subject to approval of the landowner.

A mineral exploration permit can be extended for 3 additional years by the DNPM upon the request by the
holder within 60 days before the expiry date of the permit.

(d) Obligations
The holder of an exploration permit must:
(i) provide periodic reports and a final report to the DNPM,;
(ii) perform work only within the area specified in the authorisation;
(iii) indemnify third parties for damage and losses caused;
(iv) communicate to the DNPM the discovery of a mineral not included in the authorisation;

(v) remove substances extracted from the permit area for analysis only with prior authorisation of the
DNPM and in accordance with the applicable environmental legislation;

(vi) start the work within 60 days of the date of the publication of the licence in the Official Gazette of the
Federal Executive;
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(vii)  notinterrupt the work without justification for more than 3 consecutive months or for more than 120
non-consecutive days; and

(viii)  compensate the surface owner or possessor for the occupation of the land and for damage or loss caused
by the work.

(e) Fees

The titleholder must pay to the DNPM an annual fee per hectare. The fee varies based upon the substance, place
and size of the area.

Annual exploration fees are approximately R$1.55 (approximately A$0.92) per hectare and are payable on the
last business day of July or January every year. If an exploration fee is not paid by the titleholder, the DNPM may
impose a fine corresponding to R$1,550 (approximately A$950) per infraction. If the debt and fine are not paid
the DNPM may cancel the exploration permit.

(f) Transfer

A mineral exploration permit may be assigned, totally or partially, to any person who can demonstrate that they
can conduct the work under such licence in accordance with the applicable legislation.

(g) Sanctions

Failure to comply with the obligations derived from exploration licences may result in warning, fines or
forfeiture being imposed by the DNPM.

(h) Security of Tenure

Provided that legal requirements have been met, the Mining Law guarantees that an applicant for a mineral claim
will be issued the relevant exploration permit.

Utilization Bill (Trial Mine)

It is possible to extract a limited amount of ore before a mining concession is granted under a “Utilization Bill” with
the prior approval of the DNPM. Extraction may only occur if the tenement holder has obtained an environmental
licence and has entered into an agreement with the surface owner as to the extraction work.

Mining Concession

(a) Application

Application for a mining concession is made to the DNPM by the holder of an exploration permit. The
application must contain details of:

(1) the development plan; and

(i1) finance to conduct the development.

The mining concession will not be granted if mining is considered harmful to the public or if the Government

considers that it compromises interests which are more relevant than industrial exploitation. In the latter case,

the holder of the exploration permit is entitled to be indemnified by the Government for exploration expenses.
(b) Requirements

A mining concession is granted when:

(1) the area has been explored and mining is considered technically and economically feasible by the
DNPM;

(i) a final exploration report has approved by the DNPM;

(iii) the mining area is adequate for the extraction and processing of the deposit; and

72 Avanco Resources Limited — Prospectus



Avanco

(iv) the competent environmental agency has issued the corresponding environmental licence.
(c) Size of Area

The applicant must specify the size of the area required for mining within the area granted for exploration. The
DNPM establishes the size of the mining area.

(d) Duration

The Mining Law does not establish the duration of mining concessions. The concessions remain in force until
exhaustion of the deposit.

(e) Obligations
The titleholder of a mining concession must:
(i) present a report by 15 March of each year on the activities carried out during the proceeding year;

(ii) start mining as per the development plan within 6 months from the date of the publication of the
concession in the Official Gazette;

(iii) execute the works in accordance with the development plan approved by the DNPM;
(iv) extract only the substances indicated in the concession;

(v) communicate to the DNPM the discovery of minerals not included in the concession;
(vi) make good damage and loss caused to third parties resulting from the mining work;
(vii)  provide adequate accommodation at the mine;

(viii)  not cause diversion or drainage of water that causes loss to neighbouring properties;

(ix) not cause air or water pollution from the mining work;
(x) protect and preserve water sources;
(xi) observe and comply with the requirements of inspectors;

(xii)  not interrupt the mining activities without notice to the DNPM;
(xiii)  keep the mine in good condition when temporarily suspending mining work;
(xiv)  restore the areas degraded by the mining work; and
(xv) advise of the discovery of radioactive minerals.
(f) Transfer

Mining concessions are personal titles and may be assigned, totally or partially subject to registration and
approval by the DNPM.

(g) Rights
The titleholder of a mining concession:
(i) has the exclusive right to execute the mining work for the mineral substances specified and indicated in
the concession. If another substance is found in the authorized area, the titleholder may request that the

new substance be included in the concession;

(i) may temporarily suspend mining work;
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(ili)  may obtain easements on the property where the mine is located, as well as on bordering and
neighbouring properties subject to an indemnity being given; and

(iv) may divide the concession into 2 or more distinct concessions, provided that it is not harmful to the
development of the deposit.

(h) Sanctions
Failure to comply with requirements may result in warning, fines or forfeiture being imposed by the DNPM.
Forfeiture must be preceded by an administrative proceeding. A request for reconsideration can be made to
the Executive Secretary to the Ministry of Mines and Energy against the decisions of the Ministry of Mines and
Energy or to the courts.

(i)  Security of Tenure
Once exploration work is completed and provided that the legal requirements have been met, the Mining Law
guarantees that the miner can obtain and maintain a mining concession in respect of the area previously the
subject of an exploration permit.
After the filing of the application for the mining concession and after the approval of the mine development plan
by the DNPM, the mining concession cannot be refused by the Government. Once the mining concession has
been granted and all the legal requirements and provisions duly observed, the concession cannot be cancelled.

Environmental protection legislation

(a) Overview

The Brazilian Federal Constitution contains a chapter on environmental protection. The federal, state and
municipal governments are empowered and obliged to defend and protect the environment.

Law No. 9605 of February 12, 1998, defines environmental crimes and infractions, as well as establishes liability
and applicable sanctions. The Law:

(1) establishes high monetary penalties;
(if) extends liability for environmental damage to directors, auditors, managers and attorneys-in-fact; and

(iii) allows a Court to disregard corporate structures if agents of the company were aware of criminal
conduct and did not attempt to hinder it.

(b) Mining Requirements
Mining is subject to:
(1) licensing;
(i1) environment impact assessment; and
(iii) restoration of degraded areas.

Companies which carry on mining must be registered with Brazilian Environmental and Renewable Natural
Resources Institute (IBAMA).

As both Apoquindo and Avanco Brazil conduct exploration they are not currently required to register.

(c) Licences
A preliminary licence must be obtained prior to the mine planning stage. An Environmental Impact Assessment
(EIA) must be executed and an Environmental Impact Report (RIMA) must be produced. The EIA and the

RIMA must be submitted for approval by the environmental agency of the state government with a plan for
recovery of degraded areas.
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At the development stage, the installation licence may only be obtained after an Environmental Control Plan
(PCA) is presented to the competent environmental agency.

At the mining stage an operation licence is required. It is issued by the competent environmental agency after
the satisfactory implementation of the PCA.

Compensation and Royalties

()

(b)

Rent, Compensation and Participation

The holder of an exploration permit must pay the surface owner or the squatter of the area subject to the
exploration licence, rent for occupation of the land and compensation for any damage and loss caused or that
may be caused as a result of the exploration work.

The payment cannot exceed the maximum net income from the area occupied for exploration. Compensation
for damage caused cannot exceed the assessed value of the property actually occupied. However, in the event the
damages caused by the exploration activities should render the land impracticable for agricultural or breeding
activities, compensation may reach the assessed value of the property.

Royalties

The State and its entities are entitled to a percentage of the results of exploitation of mineral resources. The
amount of the Royalty has been set at a maximum of 3% on the net income from the sale proceeds of the
mineral produce obtained after the last stage of processing after deduction of certain taxes.

The following different participation percentages have been established:

(1) gold — 1%;

(i) aluminium, manganese, salt-gem and potassium ores — 3%;

(iii) iron, fertilizers, coal and other mineral substances — 2%; and

(iv) precious stones and gems that can be polished, carbonised stones and precious metals — 0.2%.

The holder of a mining concession must pay the surface owner a percentage of the results of the mining work.

The minimum percentage is fixed by law (in case of gold 0.5%) but it can be negotiated and normally is agreed
in the range of 1% to 1.5%.

Avanco Resources Limited — Prospectus 75



10.0 RISK FACTORS

10.1 Introduction

An investment in the Company is not risk free and prospective new investors should consider the risk factors
described below, together with information contained elsewhere in this Prospectus, before deciding whether to
apply for Shares.

The following is not intended to be an exhaustive list of the risk factors to which the Company is exposed.

10.2 Economic Risks

General economic conditions, movements in interest and inflation rates and currency exchange rates may have an
adverse effect on the Company’s exploration, development and production activities, as well as on its ability to fund
those activities.

Further, share market conditions may affect the value of the Company’s quoted securities regardless of the
Company’s operating performance. Share market conditions are affected by many factors such as:

(a) general political economic outlook in Australia and Brazil;

(b) interest rates and inflation rates;

() currency fluctuations;

(d) changes in investor sentiment toward particular sectors (in particular copper and gold);
(e) industrial and landowner issues and disputes; and

(f) terrorism or other hostilities.

10.3 Market Conditions

The market price of the Shares can fall as well as rise and may be subject to varied and unpredictable influences
on the market for equities in general and resource exploration stocks in particular. Neither the Company nor the
Directors warrant the future performance of the Company or any return on an investment in the Company.

10.4 Additional Requirements for Capital

The Company’s capital requirements depend on numerous factors. Depending on the Company’s ability to
generate income from its operations, the Company may require further financing in addition to amounts raised
under the capital raising. Any additional equity financing will dilute shareholdings, and debt financing, if available,
may involve restrictions on financing and operating activities. If the Company is unable to obtain additional
financing as needed, it may be required to reduce the scope of its operations and scale back its exploration
programmes as the case may be.

10.5 Title Risk

Minerals licences are granted subject to various conditions (including, without limitation, minimum work
requirements). Failure to comply with conditions may lead to forfeiture.

All of the Mineral Properties in which the Company has or may, upon grant, have an interest in will be subject to
renewal. If a licence is not renewed for any reason the Company may suffer damage through loss of opportunity to
develop. The Directors are not aware of any reason why renewal (or grant) of any licences will not occur.

10.6  Exploration Success

The Mineral Properties are at various stages of exploration, and potential investors should understand that mineral
exploration and development are high-risk undertakings.

There can be no assurance that exploration of the Mineral Properties, or any other tenements that may be acquired

in the future, will result in the discovery of an economic ore deposit or JORC code resource classification. Even if
an apparently viable deposit is identified, there is no guarantee that it can be economically exploited.
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The future exploration activities of the Company may be affected by a range of factors including geological
conditions, limitations on activities due to seasonal weather patterns, unanticipated operational and technical
difficulties, industrial and environmental accidents, native title process, changing government regulations and
many other factors beyond the control of the Company.

The success of the Company will also depend upon the Company having access to sufficient development capital,
being able to maintain title to its Tenements and obtaining all required approvals for its activities. In the event
that exploration programs prove to be unsuccessful this could lead to a diminution in the value of the Mineral
Properties, a reduction in the case reserves of the Company and possible relinquishment of the Mineral Properties.

Operating Risks

The operations of the Company may be affected by various factors, including failure to locate or identify mineral
deposits; failure to achieve predicted grades in exploration and mining; operational and technical difficulties
encountered in mining; difficulties in commissioning and operating plant and equipment; mechanical failure

or plant breakdown; unanticipated metallurgical problems which may affect extraction costs; adverse weather
conditions; industrial and environmental accidents; industrial disputes; and unexpected shortages or increases in
the costs of consumables, spare parts, plant and equipment.

Having been incorporated on 4 July 2007, the Company does not have any operating history, although it should be
noted that the Company’s directors have between them significant operational experience. No assurances can be
given that the Company will achieve commercial viability through the successful exploration and/or mining of its
Mineral Property interests. Until the Company is able to realise value from its projects, it is likely to incur ongoing
operating losses.

Sovereign Risk

Adverse changes in the government policies or legislation in Brazil (and other regulatory bodies) affecting taxation,
profit reparation, royalties, exploration and mining activities may affect the future operations of the Company.
Should there be a material change in the political, legal and social environments in Brazil, the Director’s may re-
amend investments, decisions and commitments to its Brazilian assets.

Resource Estimates

Resource estimates are expressions of judgment based on knowledge, experience and industry practice. Estimates
which were valid when originally calculated may alter significantly when new information or techniques become
available. In addition, by their very nature, resource estimates are imprecise and depend to some extent on
interpretations, which may prove to be inaccurate. As further information becomes available through additional
fieldwork and analysis, the estimates are likely to change. This may result in alterations to development and mining
plans which may, in turn, adversely affect the Company’s operations.

(a) There can be no guarantee that the company will be able to convert the results from previous or
proposed exploration into classification under the JORC code.

Commodity Price Volatility and Exchange Rate Risks

If the Company achieves success leading to mineral production, the revenue it will derive through the sale

of commodities exposes the potential income of the Company to commodity price and exchange rate risks.
Commodity prices fluctuate and are affected by many factors beyond the control of the Company. Such factors
include supply and demand fluctuations for precious and base metals, technological advancements, forward selling
activities and other macro-economic factors.

Furthermore, international prices of various commodities are denominated in United States dollars, whereas
the income and expenditure of the Company will be taken into account in Brazilian and Australian currencies,
exposing the Company to the fluctuations and volatility of the rate of exchange between the United States dollar
and the Australian dollar and the Brazilian real as determined in international markets.
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10.11 Environmental Risks

The operations and proposed activities of the Company are likely to be subject to national and local regulations
concerning the environment. As with most exploration projects and mining operations, the Company’s activities
are expected to have an impact on the environment, particularly if advanced exploration or mine development
proceeds. It is the Company’s intention to conduct its activities to a high standard of environmental obligation,
including compliance with the prevailing environmental legislation

In this regard, the regulatory authorities may from time to time, review the environmental conditions associated
with the Company’s projects The Directors are not in a position to state whether a review is imminent or whether
the outcome of such a review would be detrimental to the funding needs of the Company.

10.12 Reliance on Key Management

The responsibility of overseeing the day-to-day operations and the strategic management of the Company depends
substantially on its senior management and its key personnel. There can be no assurance given that there will be no
detrimental impact on the Company if one or more of these employees cease their employment.

10.13 Investment Speculative

The above list of risk factors ought not to be taken as exhaustive of the risks faced by the Company or by investors
in the Company. The above factors, and others not specifically referred to above, may in the future materially affect
the financial performance of the Company and the value of the Shares offered under this Prospectus. Therefore,
the Shares to be issued pursuant to this Prospectus carry no guarantee with respect to the payment of dividends,
returns of capital or the market value of those Shares.

Potential investors should consider that the investment in the Company is speculative and should consult their
professional advisers before deciding whether to apply for Shares pursuant to this Prospectus.
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The only material contracts entered into by Avanco Resources Ltd or its subsidiaries within the two years before the date of
this prospectus, other than contracts entered into in the ordinary course of business, are as follows:

11.1

11.2

11.3

11.4

Project Acquisitions

Avanco undertook the 100% acquisition of a Brazilian company Apoquindo Brazil Mineracao by way of an
agreement under contract on 7 September 2007. Through this acquisition Avanco hold rights to the Rio Verde and
Serra Verde Projects. Both agreements involve future financial obligations and royalty commitments which are
detailed in Overview of Project Tenure in Section 9.0 of this Prospectus.

Avanco has also entered into an agreement in respect of the Rio Uru Project, involving future financial obligations
and royalty commitments. These rights are held through Avanco’s 100% subsidiary company Apoquindo Brazil
Mineracao. For further details refer the Overview of Project Tenure in section 9.0 of this Prospectus.

Contract of Engagement — Managing Director

The Company has entered into a contract of employment with Mr Anthony Polglase pursuant to which Mr
Polglase has been appointed as the Managing Director for Avanco Resources Limited on the following material
terms and conditions.

(a) (Term) the agreement commenced 1 August 2007 and will continue for a period of two years, subject to
extension by mutual agreement and approval of the Board.

(b) (Remuneration) Mr Polglase will be paid $240,000 per annum plus reasonable expenses incurred in
residing in Brazil and in the normal course of business duties. The remuneration is re-negotiable after
12 months at the discretion of the board.

(c) (Termination) The agreement can be terminated by either party providing 12 months notice.
Services Agreement

The Company has entered into an agreement with MQB Ventures Pty Ltd (MQB), a company of which Director
Matthew Wood is a Director and share holder of, to provide administrative services and office space to Avanco
in Perth. This will include use of the office and office equipment, services of an office manager and secretary and
maintenance of the office computer equipment. The company will pay to MQB $10,000 (plus GST) per calendar
month for the provision of these services. The term of the agreement is two years.

Director’s Deeds of Indemnity
The Company intends to enter into deeds of indemnity, insurance and access with each of the directors. Under

these deeds, the company will agree to indemnify the Director to the extent permissible by the Corporations Act
against any liability arising as a result of that director acting in the capacity as an officer of the company.
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12.1 Rights Attaching to Securities

Ordinary Shares

The rights, privileges and restrictions attaching to Shares can be summarised as follows:

(a)

(b)

(c)

(d)

(e)

General Meetings
Shareholders are entitled to be present in person, or by proxy, attorney or representative to attend and
vote at general meetings of the Company.

Shareholders may requisition meetings in accordance with Section 249D of the Corporations Act and
the Constitution of the Company.

Voting Rights
Subject to any rights or restrictions for the time being attached to any class or classes of shares, at general
meetings of shareholders or classes of shareholders:

each shareholder entitled to vote may vote in person or by proxy, attorney or representative;

on a show of hands, every person present who is a shareholder or a proxy, attorney or representative of a
shareholder has one vote; and

on a poll, every person present who is a shareholder or a proxy, attorney or representative of a
shareholder shall, in respect of each fully paid share held by him, or in respect of which he is appointed
a proxy, attorney or representative, have one vote for the share, but in respect of partly paid shares

shall have such number of votes as bears the same proportion to the total of such shares registered in
the shareholder’s name as the amount paid (not credited) bears to the total amounts paid and payable
(excluding amounts credited).

Dividend Rights

Subject to the rights of persons (if any) entitled to shares with special rights to dividend the Directors
may declare a final dividend out of profits in accordance with the Corporations Act and may authorise
the payment or crediting by the Company to the shareholders of such a dividend. The Directors may
authorise the payment or crediting by the Company to the shareholders of such interim dividends as
appear to the Directors to be justified by the profits of the Company. Subject to the rights of persons
(if any) entitled to shares with special rights as to dividend all dividends are to be declared and paid
according to the amounts paid or credited as paid on the shares in respect of which the dividend is paid.
Interest may not be paid by the Company in respect of any dividend, whether final or interim.

Winding-Up

If the Company is wound up, the liquidator may, with the authority of a special resolution of the
Company, divide among the shareholders in kind the whole or any part of the property of the Company,
and may for that purpose set such value as he considers fair upon any property to be so divided, and
may determine how the division is to be carried out as between the shareholders or different classes of
shareholders. The liquidator may, with the authority of a special resolution of the Company, vest the
whole or any part of any such property in trustees upon such trusts for the benefit of the contributories
as the liquidator thinks fit, but so that no shareholder is compelled to accept any shares or other
securities in respect of which there is any liability. Where an order is made for the winding up of the
Company or it is resolved by special resolution to wind up the Company, then on a distribution of
assets to members, any shares classified as restricted securities at the time of the commencement of the
winding up shall rank in priority after all other shares.

Transfer of Shares

Generally, shares in the Company are freely transferable, subject to formal requirements, the registration
of the transfer not resulting in a contravention of or failure to observe the provisions of a law of
Australia and the transfer not being in breach of the Corporations Act.
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(f) Variation of Rights
Pursuant to Section 246B of the Corporations Act, the Company may, with the sanction of a special
resolution passed at a meeting of shareholders vary or abrogate the rights attaching to shares.

If at any time the share capital is divided into different classes of shares, the rights attached to any
class (unless otherwise provided by the terms of issue of the shares of that class), whether or not the
Company is being wound up may be varied or abrogated with the consent in writing of the holders
of three-quarters of the issued shares of that class, or if authorised by a special resolution passed at a
separate meeting of the holders of the shares of that class.

Employee Share Option Plan

The Company has established an employee share option plan (ESOP).

The full terms of the ESOP may be inspected at the registered office of the Company during normal business hours.

Objectives
The objective of the ESOP is to assist in the recruitment, reward, retention and motivation of employees of the
Company through the issue of securities.

Consideration
Each Employee Option issued under the plan will be issued free of charge.

Terms of Employee Options

Each option entitles the holder, on exercise, to one ordinary fully paid share in the Company. Shares issued on
exercise of options will rank equally with other ordinary Shares of the Company. The Company will apply for
Official Quotation of the Shares issued on conversion of the options.

Exercise Price
The exercise price for Employee Options granted under the ESOP will be the price fixed by the Board prior to the
grant of the Employee Option.

Exercise Restrictions

The options granted under the ESOP may be subject to such other restrictions on exercise as may be fixed by the
Directors prior to grant of the Employee Options including, without limitation, length of service by the employee
and threshold prices at which Shares are traded on the ASX. Any restrictions so imposed by the Directors must be
set out on the certificate of issue.

Participation in Dividends, Rights Issues and Bonus Issues

The Options granted under the ESOP do not give any right to participate in dividends or rights issues until Shares
are allotted pursuant to the exercise of the relevant Employee Option. The number of Shares issued on the exercise
of Options will be adjusted for bonus issues made prior to the exercise of the Options.

Eligibility

Under the ESOP, the Directors may invite employees to participate in the ESOP and receive Options. The plan is
open to executive officers of the Company, and consultants etc, subject to compliance with the Corporations Act
and the Listing Rules.

The number of Shares underlying options granted under the ESOP when aggregated with:

(a) the maximum number of Shares that could be issued on exercise of unexercised Options and any other
employee incentive share or option plan; and

(b) the number of Shares issued on exercise of options under the ESOP and any other employee incentive
share or option plan in the last 5 years, must not exceed 5% of the issued Shares at the time of grant of
the options. This restriction will not apply if the Company has a current prospectus under which the
options are granted.
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Term of Employee Options
The options granted under the ESOP have a term specified on the face of each certificate.

Subdivision or Consolidation

If the Company, after having granted any Employee Option, reduces its issued Share capital or subdivides or
consolidates its Shares, the number of the Shares issued to the Option holder on exercise of an Employee Option
will be reduced, subdivided or consolidated, as the case may be, in accordance with the ASX Listing Rules.

Restrictions on Transfer
Employee Options are not transferable.

12.3  Disclosure of Interests

Directors are not required under the Constitution to hold any Shares. As at the date of this Prospectus, the
Directors have relevant interests in Shares as set out in the table below:

Directors Shares Options
Mr Matthew Wood 4,355,001
Mr Anthony Polglase 4,350,001
Mr Colin Jones 100,000 500,000*
Mr Wayne Phillips 100,000 500,000*

Management & Stakeholders

Luis Azevedo — Brazilian Consultant 500,000*

Totals 8,905,002 1,500,000*

*Within three months of listing the Company proposes to grant 1,000,000 options to Directors and 500,000
options to a Brazilian consultant. These are exercisable at $0.20 each on or before five years from the date of issue.
50% of the options will vest after 12 months from the date of issue with the balance after 24 months from the date
of issue.

Nothing in this Prospectus will be taken to preclude the Directors, officers or employees of the Company from
applying for Shares under this Prospectus.

12.4 Remuneration
The Constitution provides that Directors shall determine the aggregate level of remuneration for their services as
Directors prior to the first annual general meeting of the Company. The aggregate remuneration for Directors has
been set at an amount not to exceed $500,000 per annum. This amount may only be increased with the approval of

Shareholders at a general meeting.

The Directors will receive the following directors’ fees as remuneration for their services annually:

Director $
Mr Matthew Wood 60,000
Mr Anthony Polglase* =
Mr Colin Jones 40,000
Mr Wayne Philips 40,000

*Mr Anthony Polglase as Managing Director of Avanco Resources will receive remuneration as detailed in Material
Contracts in Section 11.2 of this Prospectus.
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In addition, MQB Ventures Pty Ltd (a company of which Mr Wood is associated) receives fees for services provided
to the Company. Please refer to Section 11.3 of this Prospectus for further details.

Fees and Benefits
Other than as set out below or elsewhere in this Prospectus, no:
(a) Director of the Company;

(b) person named in this Prospectus as performing a function in a professional advisory or other capacity in
connection with the preparation or distribution of this Prospectus;

(c) promoter of the Company;
has within two years before lodgement of this Prospectus with the ASIC, any interest in:
(a) the formation or promotion of the Company;

(b) any property acquired or proposed to be acquired by the Company in connection with its formation or
promotion or in connection with the offer of Shares under this Prospectus; or

(c) the offer of Shares under this Prospectus,

and no amounts have been paid or agreed to be paid and no benefits have been given or agreed to be given to any
of those persons as an inducement to become, or to qualify as, a Director of the Company or for services rendered
in connection with the formation or promotion of the Company or the offer of Shares under this Prospectus.

B. H McCrow & Associates has acted as the Independent Geologist and has prepared an Independent Geologist’s
Report which has been included in Section 7.0 of this Prospectus. The Company estimates that it will pay B. H
McCrow & Associates a total of $25,000 for these services. During the 24 months preceding lodgement of this
Prospectus with the ASIC, B. H McCrow & Associates has not received any other fees from the Company.

HLB Mann Judd has acted as Investigating Accountant and has prepared an Investigating Accountant’s Report
which has been included in Section 8.0 of this Prospectus. The Company estimates it will pay HLB Mann Judd a
total of $5,000 for these services. Subsequently, fees will be charged in accordance with normal charge out rates.
During the 24 months preceding lodgement of this Prospectus with the ASIC, HLB Mann Judd has not received
any other fees from the Company.

Steinepreis Paganin has acted as the solicitors to the Company in relation to the Offer, has assisted with preparation
of a Project Tenure Overview which has been included in Section 9.0 of this Prospectus and has been involved in
due diligence enquiries on legal matters. The Company estimates it will pay Steinepreis Paganin approximately
$15,000 for these services. Subsequently, fees will be charged in accordance with normal charge out rates.

During the 24 months preceding lodgement of this Prospectus with the ASIC, Steinepreis Paganin has received
approximately $6,100 for legal services provided to the Company.

Computershare Investor Services Pty Ltd has agreed to provide share registry services to the Company in respect of
the Offer and will be paid on normal commercial terms in respect of these services.

Consents
Each of the parties referred to in this section:

(a) does not make, or purport to make, any statement in this Prospectus other than those referred to in this
section; and

(b) to the maximum extent permitted by law, expressly disclaim and take no responsibility for any part of
this Prospectus other than a reference to its name and a statement included in this Prospectus with the
consent of that party as specified in this section.
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B. H McCrow & Associates has given its written consent to being named as the Independent Geologist to the
Company in this Prospectus and to the inclusion of the Independent Geologist’s Report in Section 7.0 in the form
and context in which the report is included. B. H McCrow & Associates has not withdrawn its consent prior to the
lodgement of this Prospectus with the ASIC.

HLB Mann Judd has given their written consent to being named Investigating Accountant in this Prospectus and
to the inclusion of the Investigating Accountant’s Report in Section 8.0 in the form and context in which the report
is included. HLB Mann Judd has not withdrawn its consent prior to lodgement of this Prospectus with the ASIC.

Steinepreis Paganin has given their written consent to being named as the solicitor to the Company in this
Prospectus. Steinepreis Paganin have not withdrawn their consent prior to the lodgement of this Prospectus with
the ASIC.

Computershare Investor Services Pty Ltd has given its written consent to being named the Company’s share registry
in this Prospectus and has not withdrawn its consent prior to lodgement of this Prospectus with the ASIC.

FFA Legal have given its written consent to and in the being named the Company’s Brazilian Lawyer in this
Prospectus and has not withdrawn consent prior to lodgement of this Prospectus with the ASIC

The information in the Prospectus and in the Independent Geologist’s Report that relates to exploration results
based on information compiled by Mr B.H. McCrow, who is a member of the Australian Institute of Geologists. Mr
B.H. McCrow has sufficient experience which is relevant to the type of mineralisation and type of deposit under
consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the 2004
Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves’. Mr
B.H. McCrow consents to the inclusion in the Prospectus and Independent Geologist’s Report of the matters based
on his information in the form and contest in which it appears.

12.7  Expenses of the Offer

The total expenses of the offer are estimated to be approximately $240,000 and are expected to be applied towards
the items set below:

Costs AUDS$
Placement Fee 150,000
ASIC Fee 2,000
Listing Expenses 33,000
Legal Expenses 15,000
Independent Geologist Report 25,000
Printing and Other Expenses 10,000
Investing Accountants Report 5,000
Total 240,000
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Litigation

As at the date of this Prospectus, the Company is not involved in any legal proceedings and the Directors are not
aware of any legal proceedings pending or threatened against the Company.

Electronic Prospectus

Pursuant to Class Order 00/044, the ASIC has exempted compliance with certain provisions of the Corporations
Act to allow distribution of an electronic prospectus and electronic application form on the basis of a paper
prospectus lodged with the ASIC, and the publication of notices referring to an electronic prospectus or electronic
application form, subject to compliance with certain conditions.

If you have received this Prospectus as an electronic Prospectus, please ensure that you have received the entire
Prospectus accompanied by the relevant application forms. If you have not, please email the Company at info@
avancoresources.com and the Company will send you, for free, either a hard copy or a further electronic copy of the
Prospectus or both.

The Company reserves the right not to accept an application form from a person if it has reason to believe that
when that person was given access to the electronic application form, it was not provided together with the
electronic Prospectus and any relevant supplementary or replacement prospectus or any of those documents were
incomplete or altered.

Taxation

The acquisition and disposal of Securities in the Company will have tax consequences, which will differ depending
on the individual financial affairs of each investor. All potential investors in the Company are urged to obtain
independent financial advice about the consequences of acquiring Securities from a taxation viewpoint and
generally.

To the maximum extent permitted by law, the Company, its officers and each of their respective advisors accept
no liability and responsibility with respect to the taxation consequences of subscribing for Securities under this
Prospectus.

12.11 Terms and Conditions of Options

It is proposed that all Shareholders registered on the share register of the Company at a date approximately 16
weeks after the Company’s shares are granted quotation will be entitled to participate in a non-renounceable rights
issue of Options on the basis of 1 (one) Option for every 1 (one) Share then held at an issue price of $0.01 per
Option.

A summary of the terms and conditions of the Options is as follows:
(a) Each Option entitles the holder to acquire one fully paid ordinary share in the Company.

(b) The Options may be exercised at any time until 30 June 2010. Each Option may be exercised by
forwarding to the Company at its principal office the exercise notice, duly completed together with
payment of the sum of 20 cents per Option exercised.

() The Options may be transferred by an instrument (duly stamped where necessary) in the form
commonly used for transfer of Options at any time until 30 June 2010. This right is subject to any
restrictions on the transfer of an Option that may be imposed by ASX in circumstances where the
Company is listed on ASX.

Avanco Resources Limited — Prospectus 85



12.0 ADDITIONAL INFORMATION

(d)

()

(g)

(h)

Option holders are permitted to participate in new issues of securities on the prior exercise of options in
which case the Option holders are given at least 9 business days prior to and inclusive of the record date
(to determine entitlements to the issue) to exercise the Option.

Shares issued on the exercise of Options will be issued not more than 14 days after receipt of a properly
executed exercise notice and application moneys. Shares allotted pursuant to the exercise of an Option
will rank equally with the then issued Shares. If the Company is listed on ASX it will, pursuant to the
exercise of an Option, apply to ASX for Quotation of the Shares issued as a result of the exercise, in
accordance with the Corporations Act and the Listing Rules.

In the event of any reconstruction (including consolidation, sub-division, reduction or return) of the
issued capital of the Company, all rights of the option holder will be changed to the extent necessary to
comply with the Listing Rules applying to the reconstruction of capital at the time of the reconstruction.

If there is a bonus issue to shareholders, the number of Shares over which the Option is exercisable may
be increased by the number of Shares which the holder of the Option would have received if the Option
had been exercised before the record date for the bonus issue.

In the event that a pro rata issue (except a bonus issue) is made to the holders of the underlying
securities in the Company, the exercise price of the Options may be reduced in accordance with Listing
Rule 6.22.
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This Prospectus is issued by the Company and its issue has been
authorised by a resolution of the Directors.

In accordance with Section 720 of the Corporations Act, each
Director has consented to the lodgement of this Prospectus with
the ASIC.

/./.

Mr Matthew Wood
Chairman
Avanco Resources Limited
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14.0 GLOSSARY

Where the following terms are used in this Prospectus they have the following meanings:

AUDS$ or $ means an Australian dollar.

US$ or USA$ mean United States of America dollar

R$ means Brazilian currency in Reais

Application Form means the application form accompanying this Prospectus relating to the Offer.

ASIC means Australian Securities & Investments Commission.

ASX means ASX Limited (ABN 98 008 624 691).

Board means the board of Directors as constituted from time to time.

Business Day means a week day when trading banks are ordinarily open for business in Perth, Western Australia.
Company or Avanco means Avanco Resources Limited (ACN 126 379 646).

Closing Date means the closing date of the Offer, being 5.00pm WST on 30th November 2007
(unless otherwise advised).

Constitution means the constitution of the Company.
Corporations Act means the Corporations Act 2001 (Cth).

Carajas Copper Project means the copper-gold project comprising the Rio Verde and Serra Verde exploration
tenements described in Section 5.0 of this Prospectus

Central Brazilian Gold Project means the gold project described in Section 5.0 of this Prospectus.
Directors means the directors of the Company at the date of this Prospectus.

Exposure Period means the period of 7 days after the date of lodgement of this Prospectus, which period may be
extended by the ASIC by not more than 7 days pursuant to Section 727(3) of the Corporations Act.

Garimpo/garimpeiro means exploration or mining activities undertaken by artisan workers
JORC Code has the meaning given to that term in Appendix 5A of the Listing Rules
Listing Rules means the official listing rules of ASX.

Offer means the offer to apply for Shares pursuant to this Prospectus.

Official List means the Official List of ASX.

Official Quotation means official quotation by ASX in accordance with the Listing Rules.
Option means an option to subscribe for a Share on the terms set out in Section 12.11.
Prospectus means this prospectus.

Share means a fully paid ordinary share in the capital of the Company.

Share Registry means Computershare Investor Services Pty Ltd.

Shareholder means a holder of Shares.

WST means Western Standard Time, Perth, Western Australia.
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