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27 MARCH 2018 

OZ Minerals announces takeover offer for    
Avanco Resources 

 OZ Minerals announces an off-market takeover offer to acquire Avanco Resources, subject to a 
50.1% minimum acceptance condition  

 50/50 cash/scrip consideration, comprising A$0.085 cash and 0.009 OZ Minerals shares per 
Avanco share, maintains OZ Minerals' strong balance sheet for further growth 

 Offer consideration values Avanco at A$0.17p.s.1 or a total equity value of A$418 million2  

 The Offer Consideration is final and will not be increased3 

 Avanco's Board unanimously recommends the Offer  

 Avanco shareholders representing 30.62% of Avanco shares have indicated they will accept the 
Offer in the absence of a superior proposal 

o pre-bid acceptance deed entered into with Appian4, Avanco's largest shareholder, 
representing 18.45% of Avanco shares, 

o statement of intention received from funds and accounts under management by BlackRock 
Investment Management (UK) Limited ("BlackRock") (representing 11.6% of Avanco shares) 
and Avanco’s directors and management (representing 0.57% of Avanco shares) 

 Offer represents value for both OZ Minerals and Avanco shareholders 

o OZ Minerals: value and earnings accretive opportunity through multiple new growth options  

o Avanco: fair value for illiquid stock, whilst retaining exposure to Brazil 

 Major strategic foothold in two world-class mineral provinces - Brazil's Carajás copper region 
and the Gurupi greenstone belt 

 Operating copper mine, two study projects, range of advanced exploration projects to benefit 
from OZ Minerals' capital and technical strength 

 Pathway to optimise asset portfolio  

 Strong and proven in-country management team; culturally aligned; bolt-on simplified 
transition 

                                                   
1 Based on OZ Minerals’ 1-month VWAP of A$9.45p.s. up to and including 26 March 2018. 
2 Based on 2,456,906,443 Avanco shares as at 26 March 2018. 
3 In the absence of a competing proposal. 
4 Appian Natural Resources Fund LP and Appian Natural Resources (UST) Fund LP. 
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Overview of the transaction 
OZ Minerals Limited ("OZ Minerals") today announces that it intends to make an off-market takeover offer to 
acquire all the shares (the “Offer”) of Avanco Resources Limited (“Avanco”), a Brazilian-focused copper/gold 
mining company. Avanco shareholders will receive A$0.085 cash and 0.009 OZ Minerals shares per Avanco 
share (the “Offer Consideration”). 

The acquisition of Avanco would immediately add to OZ Minerals' copper production profile and provides 
expansion options in the highly prospective Carajás copper province and Gurupi gold belt in Brazil.  

The OZ Minerals Board believes the combination of OZ Minerals' strong free cash flow generation and balance 
sheet position, and Avanco's suite of high grade, high growth assets, is compelling for shareholders of OZ 
Minerals. 

OZ Minerals Chairman, Rebecca McGrath said: "Avanco is a good strategic fit for OZ Minerals, diversifying our 
portfolio and adding to our organic growth pipeline with its development and exploration opportunities in the 
Carajás province. Brazil is a stable jurisdiction that is supportive of mining with a reliable mining code. Avanco 
is a disciplined acquisition representing approximately 16% of OZ Minerals' market capitalisation."  

OZ Minerals Chief Executive Andrew Cole said: "We are excited about acquiring Avanco as it is aligned to our 
multi-asset, province-focused growth strategy. Not only does it immediately contribute copper tonnes to our 
production profile, it offers significant additional new growth options and a meaningful footprint in the highly 
prospective Carajás province as well as the Gurupi greenstone gold belt in Brazil.”  

“From our due diligence process, we are confident both companies are culturally aligned. We believe 
combining Avanco's experienced in-country management team with OZ Minerals' funding capacity and 
underground technical expertise will accelerate and enhance the growth and development prospects of 
Avanco's assets. On completion of the transaction, we will undertake a business execution review to hone our 
pathway to optimizing the portfolio, improving operating costs to position the business in the bottom half of 
the cost curve, and accelerate growth." 

The Offer Consideration values Avanco at A$0.17p.s.5 or A$418 million total equity value6 and represents a 
premium of: 

• 121% to the Last Close Price of 0.077, being the price of Avanco’s shares on ASX at the close of 
trading on 26 March 2018, 

• 119% to Avanco's 1-month VWAP of A$0.078p.s. up to and including 26 March 2018, and 
• 104% to Avanco's 3-month VWAP of A$0.083p.s. up to and including 26 March 2018. 

OZ Minerals intends to fund the cash component of the Offer Consideration using available cash on balance 
sheet. OZ Minerals has elected to offer partial scrip consideration to maintain flexibility in relation to its capital 
management initiatives as it constructs Carrapateena, progresses the West Musgrave project pre-feasibility 
study, advances its concurrent exploration programs, and ensures sufficient capacity is retained to pursue 
further growth options for the benefit of shareholders. If the Offer is successful, Avanco shareholders will own 
up to 7.3% of the pro forma shares of OZ Minerals. 

Key Avanco management personnel have confirmed their intention to accept the Offer (in the absence of a 
superior proposal) for any new Avanco shares issued upon exercise of their Avanco options.  

Strategic rationale 
The transaction is consistent with OZ Minerals' objective of becoming a multi-asset, copper-core, global 
modern mining company. The acquisition will provide OZ Minerals with a potential organic pathway to seven 
mines in the next six years (Prominent Hill, Carrapateena, West Musgrave, Antas, CentroGold, Pedra Branca 
and Pantera). It will have expansive land holdings in Australia and Brazil with significant exploration and 

                                                   
5 Based on OZ Minerals’ 1-month VWAP of A$9.45p.s. up to and including 26 March 2018. 
6 Based on 2,456,906,443 Avanco shares as at 26 March 2018. 
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consolidation potential for long term growth, and a strong balance sheet position that preserves flexibility to 
maximise shareholder value.  

Avanco has: 

• the second largest land holding (~1,800km2) and a Mineral Resource base of greater than 1Mt 
contained copper in the highly prospective Carajás province in Brazil, which is a premier mineral-
hosting region with a large concentration of high tonnage Iron Oxide Copper Gold (IOCG) deposits, 
and  

• one of the largest land holdings (~1,370km2) in the Gurupi greenstone gold belt in Brazil.  

Avanco has a high grade asset portfolio, currently producing 12Kt to 14Kt per annum copper. Within the next 
six years OZ Minerals aims to be a 50Kt+ per annum producer of copper and 100Koz+ producer of gold at 
bottom half costs from its Brazilian portfolio. The portfolio comprises: 

• 100% of the Antas open pit copper/gold mine in the Carajás province, which produced ~14Ktpa 
copper at a C1 cash cost of US$1.64/lb in 2017, 

• 100% of the Pedra Branca underground copper/gold project in the Carajás province, which has a 
Mineral Resource estimate containing 427Kt copper and 357Koz gold (17.67Mt at 2.4% copper grade 
and 0.65g/t gold grade, respectively)7, 

• 100% of the CentroGold open pit gold project in the Gurupi greenstone gold belt, which is one of the 
largest undeveloped gold projects in Brazil with a Mineral Resource estimate containing 2.2Moz gold 
(32.8Mt at 2.1 g/t grade)8, 

• an option to acquire 100% of the Pantera copper/gold tenement in the Carajás province ~110 
kilometres west of Pedra Branca, which has a Mineral Resource estimate containing 350Kt copper and 
140Koz gold (20.8Mt at 1.7% copper grade and 0.2g/t gold grade, respectively)9 within a 100km2 
exploration license. Pantera is likely to be an open pit mine, and 

• an extensive portfolio of advanced exploration targets and medium term projects proximate to 
Avanco's existing and proposed mine infrastructure. 

OZ Minerals will retain and benefit from Avanco's in-country Brazilian management team and employees, who 
have a proven track record of project delivery and maintaining strong local stakeholder relationships in Brazil. 
A strong team combined with OZ Minerals’ devolved operating model enables the Brazilian assets to be 
bolted on, simplifying integration. 

The transaction is expected to be earnings accretive for OZ Minerals shareholders by year two. 

Support from Avanco Board, Management, and major Avanco shareholders 
The Offer is unanimously recommended by Avanco’s Board, in the absence of a superior proposal.  

Avanco shareholders, collectively representing 30.62% of Avanco shares, have indicated they intend to accept 
the Offer in the absence of a superior proposal. These shareholders comprise: 

• Appian10, which has entered into a Pre-Bid Acceptance Deed with OZ Minerals under which it has 
agreed to accept the Offer (subject to certain conditions) in respect to its entire 18.45% interest in 
Avanco shares (a copy of the Pre-Bid Acceptance Deed will be lodged with ASX) 11,  

o Appian is an emerging investor in the mining sector, with a track record for identifying 
compelling provincial opportunities, and holds a number of other complementary investments 
in South America and Brazil in particular 

                                                   
7 See Avanco’s ASX announcement, “Positive Pre-Feasibility Study for Pedra Branca – Definitive Feasibility Study Commenced”, 26 May 
2017. 
8 See Avanco’s ASX announcement, “CentroGold – Updated Contact Deposit Resource Grade Now Exceeds 3 g/t Gold”, 21 March 2018. 
9 See Avanco’s ASX announcement, “Maiden Pantera MRE pushes Avanco’s Carajás Resource Base Beyond 1Mt of Contained Copper”, 19 
March 2018. 
10 Appian Natural Resources Fund LP and Appian Natural Resources (UST) Fund LP. 
11 As a result of this deed, OZ Minerals has a relevant interest of 18.45% in Avanco. 
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• Funds and accounts under management by BlackRock, which owns 11.6% of Avanco shares and has 
stated its current intention is to accept the Offer with respect to all of their Avanco shares, subject to 
the bid conditions being satisfied, and 

• Avanco’s directors and management, whom collectively own 0.57% of Avanco shares and have stated 
they intend to accept the Offer with respect to all of their Avanco shares.12 

Bid Implementation Deed 
OZ Minerals and Avanco have entered into a Bid Implementation Deed (“BID”) (see attached) pursuant to 
which the parties have given undertakings to each other in order to facilitate the Offer.  

The BID contains customary deal protection mechanisms for OZ Minerals including “no shop”, “no talk” and 
“no due diligence” restrictions as well as notification and matching rights in the event of a competing 
proposal. A break fee may also be payable by Avanco to OZ Minerals in certain circumstances. 

The Offer remains subject to a number of conditions, the full list of which is set out in the BID, and includes: 

• 50.1% minimum acceptance condition 
• no material adverse change or prescribed occurrences in relation to Avanco 
• no adverse regulatory event affecting Avanco or its assets 
• receipt of change of control consents for one Avanco material contract 
• other customary conditions for a transaction of this type 

Timetable 
Detailed information relating to the Offer will be set out in the Bidder’s Statement and Target’s Statement, 
which is expected to be dispatched to Avanco shareholders in April. 

Advisors 
OZ Minerals has appointed J.P. Morgan Australia Limited and BlackPeak Capital as financial advisors and 
Herbert Smith Freehills as legal advisor. 

 

For further information, please contact: 

 

Investors 

Tom Dixon 

T: +61 8 8229 6628 

M: +61 450 541 389 

E: tom.dixon@ozminerals.com  

Media 

Sharon Lam 

T: +61 8 8229 6627 

M: +61 438 544 937 

E: sharon.lam@ozminerals.com  

 

                                                   
12 This is in addition to key Avanco management personnel confirming their intention to accept the Offer (in the absence of a superior 
proposal) for any new Avanco shares issued upon exercise of their Avanco options. 
 
Note: The information relating to the Mineral Resources is extracted from various market releases issued by Avanco Resources Ltd and 
referenced in this announcement. OZ Minerals it is not aware of any new information or data that materially affects the information 
included in those announcements.  OZ Minerals confirms that the form and context in which the Competent Person’s findings are 
presented have not been materially modified from the original market announcement. 
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