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Avg. Daily Volume (MM): 0.76

Event

First gold pour at Higginsville and capex under A$49.2m budget - Outperform,
A$2.50 target

Investment Opinion

• Avoca has made its first gold pour at the Higginsville project, a 1Mtpa, 190koz
pa, high-grade underground mine. The EPC contract to build the plant came in
under its budget of A$49.2m and an initial A$0.5m was refunded. Its early
days, but Avoca is on target to produce our forecast 183koz in FY10. We
remain confident that management should deliver on this quality project and we
have made no changes to our outlook or our target of A$2.50.

• Higginsville is the first new gold project in WA since 2001 - sadly this is
indicative of the lack of success in the industry. It has been only four years
from exploration to production, a top performance by management! An annual
budget of A$11m pa should prove to be fruitful in the medium term and extend
the modest current mine life. The processing plant is designed for a ten year
plus life.

• There are 145kt of ore grading 4.0g/t stockpiled on surface. We forecast grade
will steadily build to 5.5g/t by Jan 09 vs reserve grade of 5.3g/t. We assume
that there will be an overcall of ~10% vs a typical overcall of 20-30% at mines
in the region. Our 150koz FY09 forecast and 183koz in FY10 are 10-20koz
below guidance. We prefer to be cautious, even though guidance from
experienced management could prove conservative. Cash costs are estimated at
~A$425/oz.

• Higginsville is fully funded and we estimate peak gearing at 41% in June 08
dropping to about zero in 24 months. Strong, unhedged cash flow is illustrated
by an EBITDA of almost A$100m from FY10 and net cash generated of
~A$20-40mpa. We forecast a maiden profit (NPAT) of A$33m or 14¢ per
share in FY09, rising 30% to A$43m or 18¢ in FY10.

Recommendation: Our A$2.50 target is based on 10x FY10 CFM and 1.5x
P/NPV. These multiples compare favourably to RBC's comparable golds. We
maintain our Outperform rating noting that mine performance near term plus
exploration in the medium term, are the key share price drivers - aside from the
gold price of course.

Priced as of prior trading day's market close, EST (unless otherwise noted).
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FY Jun 2008E 2009E 2010E 2011E

Adj EPS - FD (0.01) 0.14 0.18 0.22

Prev. 0.16 0.20

P/AEPS NM 15.4x 12.0x 9.8x

Adj CFPS - FD (0.01) 0.25 0.31 0.34

Prev. 0.27 0.33

P/ACFPS NM 8.6x 7.0x 6.4x

Annual Div. - FD 0.00 0.00 0.05 0.07

Prod. 0 150 183 185

Adj EPS - FD H1 H2

2008 0.00A (0.01)E

2009 0.05E 0.09E

Prev. 0.06E 0.10E

2010 0.08E 0.10E

Prev. 0.09E 0.11E

2011 0.10E 0.12E
Adj CFPS - FD

2008 0.00A (0.01)E

2009 0.10E 0.15E

Prev. 0.11E 0.16E

2010 0.15E 0.16E

Prev. 0.16E 0.17E

2011 0.16E 0.18E

All values in AUD unless otherwise noted.
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Exhibit 1: Avoca Mining Operating & Financial Summary 

Avoca Resources Ltd
ASX: AVO
Issued Shares (m)      221.9 Share Price: (A$) 2.16 Stock Rating: Outperform Price Target: A$2.50
Conv Note May 2012 (m)    40.0 Market Cap: (A$M) 479.4 Risk Qualifier: Above Average Risk NAV: A$1.24
Fiscal Year Ended June
ASSUMPTIONS FY07 FY08E FY09E FY10E FY11E ATTRIBUTABLE MINE STATS FY07 FY08E FY09E FY10E FY11E
Gold Price US$/oz 642 822 923 953 985 Trident    - Ore Milled Mt 0.98 1.10 1.10
Exchange Rate A$/US$ 0.79 0.90 0.91 0.88 0.85                  - Head Grade g/t 5.19 5.50 5.50
Spot Gold Price A$/oz 817 913 1,014 1,085 1,158                  - Recovery % 92% 94% 95%
Realised Gold Price A$/oz 1,014 1,085 1,158 Gold Production k oz 150 183 185
Gold Hedged % 0% 0% 0%
RATIO ANALYSIS FY07 FY08E FY09E FY10E FY11E Total Gold Sold: k oz 150 183 185
Issued Shares - period end MM 210 219 220 220 231
Net profit   (pre 1-offs) A$MM (4) (4) 33 43 51 Cash Costs (excl royalties) A$/oz 425 421 438
EPS - fully diluted A¢ (2.6) (1.8) 14.1 18.3 22.0 Total Costs (incl royalty + D&A) A$/oz 576 558 573
P/E x n.m. n.m. 15.3x 11.8x 9.8x Cash Costs US$/oz 387 370 373
CFPS A¢ (2.5) (1.8) 25.3 30.7 33.6 Total Costs US$/oz 524 490 488
P/CF x n.m. n.m. 8.5x 7.0x 6.4x
Dividend per share A¢ 0.0 0.0 0.0 5.0 7.0 Reserves & Resources Reserves Resources
Dividend yield % 0% 0% 0% 2% 3% Tonnes Mt 3.40 11.75
Payout Ratio % 0% 0% 0% 27% 32% Grade g/t 5.3 3.6
Effective Tax Rate % n.m. n.m. 21% 30% 30% Gold moz 0.58 1.35
Book value per share A¢ 46.0 46.2 61.3 75.7 97.1
P/Book value x 4.7x 4.7x 3.5x 2.9x 2.2x Enterprise Value / oz Reserve A$/oz 719 US$/oz 645
R.O.E. % -4% -4% 24% 25% 24% Enterprise Value / oz Resource A$/oz 309 US$/oz 277
R.O.A. % -3% -2% 13% 16% 17%
EBITDA A$MM -5 -7 67 88 97 EARNINGS SENSITIVITY  (NPAT) FY09E FY10E FY09E FY10E
EBITDA per share A¢ -2.4 -3.0 30.4 39.9 41.8
EV/EBITDA x n.m. n.m. 8.3 6.3 5.7 Gold Price US$/oz +10% 9.8 14.3 30% 39%
PROFIT & LOSS FY07 FY08E FY09E FY10E FY11E -10% (9.9) (9.1) (30%) (25%)
Revenue A$MM 0 0 153 199 214 Exchange Rate +10% (9.0) (8.0) (28%) (22%)
Operating costs " 0 0 (63) (77) (81) -10% 10.9 15.5 34% 43%
Mine Operating Surplus " 0 0 90 122 133 Underground Head Grade +10% 5.0 12.1 15% 33%
Royalties " 0 0 (12) (22) (24) -10% (7.9) (7.1) (24%) (20%)
Exploration Expense " (1) (2) (4) (4) (4) NPV SENSITIVITY A$m
Corporate and Other " (4) (5) (7) (8) (8) NPV Sensitivity (A$m)  + US$ Gold +10% 308 ¢ps 1.39
EBITDA " (5) (7) 67 88 97 NPV Sensitivity (A$m) + U/gd Grade +10% 306 ¢ps 1.38
D&A " (0) (0) (23) (25) (25)
Operating Income (EBIT) A$MM (5) (7) 44 63 72 TRIDENT  - PRODUCTION PROFILE per Q
Net Interest Expense / Gain " 1 3 (3) (2) 1
Pre Tax Profit " (5) (4) 41 61 72
Tax Expense " 0 0 (9) (18) (22)
NPAT pre sign items A$MM (4) (4) 33 43 51
Sign Items after tax " 0 0 0 0 0
NPAT as Reported A$MM (4) (4) 33 43 51
EPS A¢ (2.6) (1.8) 14.1 18.3 22.0
DPS A¢ 0.0 0.0 0.0 5.0 7.0
CASH FLOWS FY07 FY08E FY09E FY10E FY11E
Operating Cash Flow A$MM (2) (4) 71 92 101
Net Interest Expense " 0 3 (3) (2) 1
Tax Paid " 0 0 (5) (18) (22)
Other " 0 0 0 0 0
Retained Op. Cash Flow A$MM (1) (1) 63 72 80
Acquisitions (2) 0 0 0 0
Exploration " (8) (11) (12) (12) (12)
Capital Ex & Op Development (15) (125) (20) (10) (10) AVOCA RESOURCES - CASH FLOW
Funding Surplus/(Deficit) A$MM (27) (137) 31 50 58
Dividends Paid " 0 0 0 (11) (16)
Borrowings/Bonds " 53 40 0 0 0
Loan Repayments " 0 0 (8) (17) (17)
Equity Issues " 79 2 1 0 12
Other " (3) (0) 0 0 0
Total Funds Provided A$MM 129 42 (8) (27) (20)
Net change in cash " 102 (95) 24 22 38
Cash at start of year " 7 109 14 38 60
Exchange Rate Adjustments " 0 0 0 0 0
Cash at end of year A$MM 109 14 38 60 98
Net Op. CFPS A¢ (0.7) (0.5) 28.5 32.2 35.9

BALANCE SHEET FY07 FY08E FY09E FY10E FY11E
Cash & equivalents A$MM 109 14 38 60 98
Other current assets " 1 6 6 6 6
PP&E & Other Mining Assets " 2 162 160 145 130
Capitalised Exploration " 17 33 41 49 57 SHARE VALUATION
Other Non Current Assets " 30 3 3 3 3 Projects Ownership A$MM A$/Shr %
Total assets A$MM 161 219 248 263 294 Gold Mining Operations 100% 284 1.28 100%
Total liabilities " 59 116 112 95 79 Total Operating Assets 284 1.28
Total Net Assets A$MM 102 103 136 168 215 Exploration 100 0.45
Total Debt (incl Conv Note) " 48 88 80 63 47 Debt (88) (0.40)
Net Debt (Cash) A$MM (61) 74 42 3 (51) Cash 14 0.07
Gearing (net debt:nd+ equity) %  (151%) 42% 24% 2%  (31%) Corporate (35) (0.16) P/NPV
Gearing (net debt:equity) %  (60%) 72% 31% 2%  (24%) Net Asset Value - Forward Strip 275 1.24 1.74 
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Valuation

Our A$2.50 target is based on 10x FY10 CFM and 1.5x P/NPV. These multiples compare favourably to RBC's comparable golds. We
maintain our Outperform rating noting that mine performance near term plus exploration in the medium term, are the key share price
drivers - aside from the gold price of course.

Price Target Impediment

Impediments to Avoca reaching our forecast earnings and price targets include commissioning risk, lower than estimated head grade and
gold production, lower realised gold prices and single-mine exposure. Construction risk is essentially gone and ground conditions are
good at Trident but commissioning risk lies ahead. Head grade is the key risk, though skewed on the upside in our view.

Company Description
Avoca Resources is a gold mining and exploration company based in Perth, Australia. It was listed on the ASX in April 2002 after being
spun out of nickel company, Heron Resources. In late 2004, Avoca paid A$6.25m to Goldfields Ltd for the Higginsville Project, 120km
south of Kalgoorlie, where it is developing a 1Mtpa gold project. The high-grade Trident orebody, discovered in Dec 2004, forms the
basis of the Project with an initial 581koz reserve and management is confident of 10+ years mine life. Avoca raised A$125m in April
2007 and production is on schedule to begin June 2008, reaching 190koz pa in F2010. The Higginsville field produced ~1.2moz between
1989-1999 and all but 50koz was mined from open pits. The geology is the same as the 15+moz St Ives field immediately north and the
6+moz Norseman field immediately south, both having ~75% of their endowment from underground mines. Exploration has led to the
discovery of new high-grade orebodies near Trident, including Athena & Apollo, and total resource presently stands at 1.35moz.

Avoca Resources Ltd.July 8, 2008
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Required Disclosures

Explanation of RBC Capital Markets Rating System

An analyst's 'sector' is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned to
a particular stock represents solely the analyst's view of how that stock will perform over the next 12 months relative to the analyst's
sector average.
Ratings
Top Pick (TP): Represents best in Outperform category; analyst's best ideas; expected to significantly outperform the sector over 12
months; provides best risk-reward ratio; approximately 10% of analyst's recommendations.
Outperform (O): Expected to materially outperform sector average over 12 months.
Sector Perform (SP): Returns expected to be in line with sector average over 12 months.
Underperform (U): Returns expected to be materially below sector average over 12 months.
Risk Qualifiers (any of the following criteria may be present):
Average Risk (Avg): Volatility and risk expected to be comparable to sector; average revenue and earnings predictability; no
significant cash flow/financing concerns over coming 12-24 months; fairly liquid.
Above Average Risk (AA): Volatility and risk expected to be above sector; below average revenue and earnings predictability; may
not be suitable for a significant class of individual equity investors; may have negative cash flow; low market cap or float.
Speculative (Spec): Risk consistent with venture capital; low public float; potential balance sheet concerns; risk of being delisted.

Distribution of Ratings, Firmwide

For the purpose of ratings distributions, regulatory rules require member firms to assign ratings to one of three rating categories - Buy,
Hold/Neutral, or Sell - regardless of a firm's own rating categories. Although RBC Capital Markets' ratings of Top Pick/Outperform,
Sector Perform and Underperform most closely correspond to Buy, Hold/Neutral and Sell, respectively, the meanings are not the same
because our ratings are determined on a relative basis (as described above).

Distribution of Ratings/IB Services
RBC Capital Markets

Investment Banking
Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY[TP/O] 537 47.73 197 36.69
HOLD[SP] 506 44.98 117 23.12
SELL[U] 82 7.29 21 25.61
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Rating and Price Target History for: Avoca Resources Ltd. as of 07-07-2008 (in AUD)

Legend:

TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; I: Initiation of  Research Coverage; D: Discontinuation of  Research Coverage; NR: Not Rated;

NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date a security was

removed from a recommended list.

Created by BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by a business unit of the Wealth Management Division of RBC Capital Markets Corporation. These
Recommended Lists include the Prime Opportunity List (RL 3), the Private Client Prime Portfolio (RL 4), the Prime Income List (RL
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6), the Guided Portfolio: Large Cap (RL 7), and the Guided Portfolio: Dividend Growth (RL 8). The abbreviation 'RL On' means the
date a security was placed on a Recommended List. The abbreviation 'RL Off' means the date a security was removed from a
Recommended List.

Analyst Certification

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of the
subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Dissemination of Research

RBC Capital Markets endeavours to make all reasonable efforts to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. RBC Capital Markets' research is posted to our proprietary websites to ensure
eligible clients receive coverage initiations and changes in rating, targets and opinions in a timely manner. Additional distribution may
be done by the sales personnel via email, fax or regular mail. Clients may also receive our research via third party vendors. Please
contact your investment advisor or institutional salesperson for more information regarding RBC Capital Markets research.
RBC Capital Markets also provides eligible clients with access to a database which may contain Short-Term trading calls on certain of
the subject companies for which it currently provides equity research coverage. The database may be accessed via the following
hyperlink https://www2.rbccm.com/cmonline/index.html. The information regarding Short-Term trading calls accessible through the
database does not constitute a research report. These Short-Term trading calls are not formal ratings and reflect the research analyst's
views with respect to market and trading events in the coming days or weeks and, as such, may differ from the price targets and
recommendations in our published research reports reflecting the research analyst's views of the longer-term (one year) prospects of
the subject company. Thus, it is possible that a subject company's common equity that is considered a long-term 'sector perform' or
even an 'underperform' might be a Short-Term buying opportunity as a result of temporary selling pressure in the market; conversely, a
subject company's common equity rated a long-term 'outperform' could be considered susceptible to a Short-Term downward price
correction.

Conflicts Disclosures

RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request. To
access our current policy, clients should refer to
http://www.rbccm.com/cm/file/0,,63022,00.pdf
or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower,
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Important Disclosures
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