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The Directors are empowered to ocperate the Avalon Employee Incentive Opftion
Scheme (Scheme) on the following terms and in accordance with the Lisfing Rules of

ASX;
1. DEFINITIONS AND INTERPRETATION
1.1 Definitions

For the purposes of the Scheme, the following words have the following
medanings:

Associate hos the meaning given to that term in Sectfion 12(2) of the
Corporations Act,

Associaled Body Corporate rmeans:

(a) a related body corporate (a5 defined in the Corporations Act) of the
Company:
(o) a body corporate which has an entilement to not less than 20% of the

voting Shares of the Company; and

(<) a body corporate in which the Company has an entitiement fo not lass
than 20% of the voting shares,

ASX means ASX Ltd.

Avalon means Avalon Minerals Ltd ABN 68 123 184 412.

Board means the board of directors of the Company.

Business Day means those days other than a Saturday, Sunday, New Year's Day,
Australia Day, Good Friday. Easter Monday, Anzac Day, Christmas Day. Boxing

Day and any other day which the ASX shall declare and publish is not a business
day.

Ceasing Date has the meaning given in Rule 7.5.
Ceasing Event has the meaning given in Rule 7.4.

Class Order means ASIC Class Order 03/184 (or any amendment to or
replacement of that Class Order).

Company means Avalon Minerals Lid (ACN 123 184 412),

Ceorperations Act means the Corporations Act 2001 (Cth), as amended from
fime fo fime.

Direetars means the directors of the Cornpany.

Eligible Participant means full or part time employees. directors and consultants
of the Company or an Associated Body Corporate.

Exercise Condifion means in respect of an Option, any condition set out in the
Offer which must be satfisiied before that Option can be exercised or any other
restricfion on exercise of that Option specified in the Offer or in these Rules.
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Fi;sl c;l(uoiaiion means the day on which Shares are first quoted on the official list
of ASX,

Group means the Company or an Associated Body Corporate.

Income Tax Assessrnent Act means the Income Tax Assessment Act 1934 (Cth) or
the Income Tax Assessment Act 1997 (Cth) as appropriate.

lapsing Dafe means, in respect of an Option, the date which the Roard
determines in its discretion with respect to thot Qption af the time of the grant of
that Option,

Listing Rules means the official lisfing rules of ASX as amended from time o fime.

Offer means an offer made to an Eligible Parficipant to subscribe for one or more
Options under the Scheme.

Offer Document means an offer document in substantially the same form as set
out in Schedule 2, or such other form as prescribed by the Corporafions Act or
the Class Order.

Option means an option granted pursuant to these Rules to subscribe for one
Share upen and subject to the terms of these Rules and the termns of the Offer.

Option Exercise Price means the exercise price of an Option, as determined in
occordances with clause 6.1,

Maorketable Parcel has the meaning given 1o thaf term in the Listing Rules.

Participant means an Eligible Participant to whom Options have been granted
under the Scheme, or if Rule 5.4 applies, an Associate of the Eligible Participant
to whom Options have been granted under the Scheme.

Permanently Disabled means, in relation to o Parficipant, a Farticipant who is
deemed. at the discretion of the Board, to be totally and permanently disabled,

Relevant Person means:
{¢1) in respect of an Eligible Participant, that persen: and

(b2} in respect of a Nomines of an Eligible Participant being a permitted
Nominee under Rule 5.4, that Eliginle Participant.

Rules means the rules of the Scheme set out in this document.

Scheme means the scheme establisned in accordance with these Rules.

Share means a fully paid ordinary share in the Company.

Shareholder means a holder of Shares.

Trigger Event means;

(=] the despatch of o nofice of meeting to consider o scheme of

arrangement between the Company and its creditors or members or
any class thereof pursuant to section 411 of the Corporations Act;
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(b)

(<)
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the announcement of a igkeover big of receipt by the Company of a
bidder's statement in respect of the Company; cr

the date upon which a person or a group of associated persons
becomes entitled, subsequent to the date of grant of the Option, to
sufficient Shares to give it or them the cbility, in general meeting, to
replace dll or allow a majority of the Board in cireurmstances where such
ability was not alreadly held by a person associated with such person or
group of associated persons,

1.2 Interpretation

In this Scherme unless the context otherwise requires:

(@)

(o)

{c]

()

(e)

(f)

()

headings are for conveniznce only and do not affect its interpretation;

an obligation or iability assumed by, or a right conferred on, 2 or mare
Parties binds or benefits all of them jointly and each of them saverally;

the expression person includes an individual, the estate of an individual,
Q cormporation, an autherity, an association or jeint venture (whether
ncomporated or unincorporated), a parfnershin and g frust;

areference o any party includes that party's executors, administrators,
successors and permitted assigns, including any person taking by way of
novation;

a reference tfo any document (including this Scheme) is to that
document as varied, novated, rafified or replaced from firme to time:

a reference to any statute or fo any stafutory proevision includes any
statutory medification or re-enactment of it or any statutory provision
substituted for it, and all ordinances, by-laws, regulations, rules and
statutary instruments (however described) issued under it

words importing the singular include the plural (and vice versa) and
words indicating a gender include every other gender:

reference fo parfies, clauses, schedules, exhibits or annexures are
references to parfies, clauses, schedules, exhibits and annexures to or of
this Scheme and a reference to this Scheme includes any schedule,
exhiit or annexure to this Scheme:

where a word or phrase is given a defined meaning. any other part of
speech or grammatical form of that wore or phrase has a
corresponding meaning; and

areference fo § or dellar is to Australian currency.

2. PURPOSE

The purpose of the Scheme is tc:

(@)

=)

encourage participation by Eligible Parficipants in the Company
through Share ownership; and

affract, motivate and retain Bigible Participants.
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3, COMMENCEMENT
This Scheme will commence on the date determined by the Board.

4, OPTION GRANTS

4.1 Entitlements
The farmula by which the entfitements of Eligible Participants shal be
defermined shell be af the absclute discretion of the Directors and shall take into
account skills, experience, length of service with ‘he Company, remuneration
level and such other criteria as the Directors considar appropriate in the
circurnstances.

q2 Number of Options
Subject to Rule 4.4, the number of Options (if any) to be offered to an Eligible
Parficipant from time to time will be determined by the Board in its discration
and in accordance with the Rules and applicable law.

4.3 No Considerafion
Options issued under the Scheme will be issued for no consideration,

4.4 Limitation of Offers
If the Company makes an Offer where:
(a) the total number of Shares fo be received on exercise of Options the

subject of that Offer, exceeds the limit set out in the Class Order: or
(b) the Offer does not otherwise comply with the terms and conditions set
outin the Class Order,

the Company must comply with Chapter éD of the Comorations Act at the time
of thet Offer.

5. OFFERS OF OFTIONS

& Determination by the Board

The Board, acting in ifs absolute discretion, may:

{2) offer Qptions to any Eligible Participant from time to time as determined
by the Board and in exercising that discrefion, may have regard to
some or all of the following:

{1) the Eigible Participant's length of service with the Group;

(ii} the coniribution made by the Eligible Participant te the Group;

(i) the potential centrioution of the Eligible Participant fo the
Group; or
(iv) any ofher mafter the Board considers relevant: ang
(ko) impose conditions, including performancerelated conditions, on the

right of a Participant to exercise any Option granted.
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L2 Offer Document

An Offer must be made using an Qffer Document.
53 Personal Offer

Subject fo Rule 5.4, an Offer is personal and is not assignable,
54 Renunciation

Upon receipt of an Offer, an Eligible Parficipant may, by notice in wiiting to the
Board, nominafe an Associate of that Bligible Participant {Nominee) in whose
favour the Eligible Parficioant wishes to renounce the Offer. The Board mary, in its
discretion, resolve not o allow a renunciation of an Offer in favour of a Nominee
without giving any regson for that decision. If the Board resolves to dllow d
renunciation of an Offer in favour of a Nominee, the Eligible Participant will
procure that the permitted Nominee accepts the Offer made fo that Eligible
Parficipant and that both the Eligible Participant and the Nominee agree fo be
bound by the Rules.

5.5 Time Perlod

An Eligible Parficipant {or permitted Nominee) meay only accept an Offer within
the fime period specified in the Offer Document.

é, EXERCISE PRICE
6.1 Opfion exercise price

In respect of any proposed Offer, the Board may determine the Option Exercise
Frice for that Offer in its absolute discretion.

6.2 Minimum Exercise Price

Subject fo the Listing Rules, the Option Exercise Price may be nil but 1o the extent
the Llisting Rules specify or require a minimum price at the time of grant, the
Option Exercise Price in respect of an Offer made following First Quotation must
not be less than any minimum price specified in the Listing Rules,

7. WHEN QPTICQNS MAY BE EXERCISED
7.1 Exercize

(a) Subject fo Rules 7.1({b}. 7.4 and 7.5, a Participant will be entitfled to
exercise Options granted as a result of an Offer in respect of which all
Exercise Conditions have been safisfied and which are ofherwise
capable of exercise in accordance with the terms of the relevant Offer
and the Rules.

(b} An Qption may not be exercised if it was issued in accordance with the
Class Order and the Class Order prohibits the exercise of the Qption.

(e} Once an Option is capable of exercise in accordance with this Rule 7.1,
it may be exercised at any time up until 5.00pm in Perth on the Lapsing
Date.

FhGEpAvalan MinorciE\EmMBloyed ingontlve Oprisn Sekemo.dog



28, MAR. 2887

7.2

7.3

7.4

7.5

9:23 ASH PERTH o - T MOLYEY P.19-29

One or Several Parcels

Subjgc’r to Rule 7.1, Options may be exercised in one or more parcels of any size,
DFOYIdE&d that the number of Shares issued Upon exercise of the number of
Opfionsin any parcel is not less than a Marke*able Parcel.

Adjustment to Terms of Exerclse

{a) The Board will have the power to make adjustments to or vary the terms
of exercize of an Opfion. Following First Quotation, any proposed
variation or adjustment will be subject to any requirements of the Listing
Rules.

(=)} No adjustment or variation of the terms of exercise of an Cption will be
made without the consent of the Participant wha holds the relevan:
Option if such adjustrment or variction would have o rnartericilly
prejudicial effect upon the Participant (in respect of his or her
outstanding Opfions), other than an adjustment or variation infroduced
primarily:

fi) for the purpose of complying with or conferming to present or
future State, Territory or Commonwealth legislation governing or
ragulating the maintenance or operation of the Scheme or like
Schemes;

(i) fo correct any manifest error or mistake: or

{iii) to enable g member of the Group to comply with the
Corporations Act, the Lsting Rules, applicable foreign law, ar a
requirement, policy or practice of the ASIC or other foreign or
Australian regulatory body.

Lapsing of Opfions

Subject fo the terms of the Offer made fo a Participant and unless Rule 7.6 or 7.7
applies, a Participant’s Options will lapse immediately and all rights in respect of
those Ojptions will thereupon be lost if, in respect of a Participant or an Offer:

(1) the Relevant Person ceases to be an employee or director of, or to
render services to, a member of the Group for any redason whatsoever
(including without limitation resignation or termination for cavse) and
the Exercise Conditions have not been met;

(b) the Exercise Conditions are unable to be met:

(c) the Lapsing Date has passed; or

(<) the deadiine provided forin Rule 7.5 has passed,

whichever is earlier.

Cessation of Employment where Exercise Conditions met

Where a Relevant Person ceqses to be an employee or director of, or to render
services 1o, @ member of the Group for any reason whatsoaver (including
without limitation resignation or termination for cause) prior to the Lapsing Date

In relation fo the Options granted under an Offer (Ceasing Date) and the
Exercise Conditions have been met, the Particioant will be entitled to exercise
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Opfions granfed as a result of an Offer in aceordance with the terms of the Offer
and the Rules, for a period of up to 90 days affer the Ceasing Date (or a further
dafe as determined by the Directors after the Ceasing Date), after which the
Participant's Oplions will lapse immediately and all rights in respect of those
Opftions will thereupon be lost,

7.6 Death, Permanent Disability, Retirement or Redundancy

If in respect of a Participant, the Relevant Person dies, becomes Permanently
Disabled, resigns employment on the basis of refirement from the workfcrce Qr s
made redundant by the relevant member of the Group, prior fo the Lapsing
Pate of any Options granted to that Participant (Ceasing Event):

(1) the Participant or the Participant's legal personal representative, where
relevant, may exercise those Opticns which at that dete:

(i) have become exercisable;

(i) have not dlready been exercised; and
(i) have not lapsed,

in accordance with Rule 7.4(c);

(b) at the absolute discretion of the Board, the Board may resolve that the
Participant, or the Parficipant's legal personal representative, where
relevant, may exercise those Options which at that date:

(i} have not become exercisable; and
(ii) have not lapsed,

in accordance with Rule 7.4{c) and, if the Board exercises that
discretion, those unexercisable Options will not lapse other than as
providad in Rule 7.4(c);

(c) (i) The Perticipant or the Paricipant's legal  personal
representative (as the case may be) must exercise the
Options referred to in Rule 7.6(a) and, where permitted, Rule
7.6(b), no earlier than First Quotation and not later than tha
first o occur of: {A) the Lapsing Date of the Options in
duestion; and (B) the date which is & months after the
Ceasing Event or 6 months after First Quotation [whichever
occurs first) provided that in the case of Cptions referred 1o
in Rule 7.6{b). all Exercise Condifions have been met at that
time {unless ihe Board decides to waive any relevant
Exercise Conditions, in its absolute discretion).

(i} Opfions which have not been exercised by the end of the
period specified in Rule 7.6(c)(i) lapse immediately at the
end of that period and all rights in respect of those Opfions
will thereupon be lost.

{iif) Where the Lapsing Date for an Oplion the subject of this
Rule 7.6 occurs before First Quotation, that Option lapses at
the end of its Lapsing Date and all rights in respect of that
Option will thereupon be lost notwithstanding the terms of
this Rule 7.4.
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7.7 Discretionary Exercise of Options

Where, in respect of a Parficipant, the Relevant Person ceases o be an
employee or director of, or to render services fo, a member of the Group, for
any reason, prior to the date on which Options become exercisable, the Board
may, in its absolute discretion, determine that seme or all of the Opfions held by
that Paricipant do not lopse and may be exercised by the Participant, if
otherwise permitted under the Rules, within such additional time as is determined
by the Board following the Ceasing Date, Options which have not been
exercised by the end of that period lapse immediately and all rights in respect of
these Options will thereupon be Iost,

7.8 Entitlement

(=} Each Option enfitles the holder to subscribe for and be dllotted one
Share.
() Shares issued pursuant to the exercise of Opfions wil in all respacts,

including bonus issues and new issues, rank equally and carmy the same
rights and entitlements as other Shares on issue.

8. MANNER OF EXERCISE OF OPTIONS
8.1 Delivery to Company Secretary

Options granted fo a Participant may only be exercised by delivery to the
Company's secretary (at a time when the Options may be exercised) of:

(a) the certificate for the Options or, if the certificate for the Options has
been lost, mutiated or desiroyed, a declaration to that effect,
accompanied by an indemnity in favour of the Company against any
loss, costs or expenses which might be incurred by the Company as a
consequence of its relying on the declaration that the cerfificate has
been lost, mutilated or destroyed:

(b} a notfice in the form of Schedule 1 addressed to the Company and
signed by the Participant:

(i) stafing that the Parficipant exercises the Oplions and specitying
the number of Qptions which are exercised: and

(ii} specifying the subregister of the Company in which the Shares
referred 1o in Rule 8.2{a) are to be recerded; and

(c) payment to the Company of an amount equal 1o the Option Exercise
Price multiplied by the number of Options which are being exsrcised
unless there s no exercise price payable in respect of the Options to be
exercised.

8.2 Issue of Shares

If the items specified in Rule 8.1 are delivered in accordance with that Rule, the
Company will, subject fo the Listing Rules (if relevant):

(<) within 10 Business Days of delivery of the documents referred to in Rule
8.1 Issue 1o the Participant the Shares credited as being fully poid in
respect of which the Options are exercised together with any additional
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Shares an entiflement to which has arisen under Rules 9 and 10 in
censequence of the exercise of the Options: and

(k) cancel the cerfificate deliversd pursuant to Rule 8.1{a) and, if any
Options which have not lapsed remain unexercised. deliver to the
Pariicipant a replacement cerfificate reflecting the number of those
Options which remain unexercised.

Death of Paricipant

If a Participant has died, the Participant's legal personal representative will stand
in the place of the Parficipant for the purposes of Rules 8.1 and 8.2 subject only
to prior production to the Company of such evidence as would be required to
permit the legal personal representative to become registered s a shareholder
in respect of the Shares held by the Participant.

Beneficial Owner of Shares

From and including the dafe of issue fo a Participant of any Shares in
accordance with these Rules, the Participant will:

{a) be the beneficial owner of these Shares: and

(b) subject to Rule 8.4, the Corporations Act, the Consiituiion and, after First
Quotation, the Listing Rules, be entifled to deal with those Shares as
beneficial owner.

Equal Rank

A Share issued on exercise of an Qption will rank equdlly in all respects with
Shares dready on issus on the date of exercise of the Option, except for
entiltements which had a record date before the dote of issue of that Share.
Official Quotation

Affer First Quotation, the Company will make application for Shares which are
issued affer that time pursuant to Rule 8.2 to be quoted in accerdance with the
Listing Rules.

7.1

9.2

NOTICE OF ADJUSTMENTS AND CUMULATION OF ADJUSTMENTS
Cumuliation of Adjusimenis

Effect will be given to Rule 10 in such manner that the effect of the successive
applications of them is cumulative, with the intention being thot the adjustments
they progressively effect will reflect previous adjustments.

Notice of Adjustments

Whenever the number of Shares comprised in an Option or the Opfion Exercise
Price is adjusted pursuant to these Rules, the Company will give notfice of the
adjustment o the Parficipant and ASX together with calculations en which the
adjustiment is based.
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14, NEW ISSUES AND ADJUSTMENTS FOR RIGHTS ISSUES
10.1 Participation generally

There are no participating rights or entittements inherant in the QOptions and
holders will not be entitled to participate In new issues of capital offered to
Sharehelders curing the currency of the Cptions, However, the Company will
ensure that for the purposes of determining entilements to any such issue, the
record date will be af least 7 Business Days after the issue is announced. This will
give Option holders the opporfunity to exercise ther Cptions prior to the date for
determining entitlements o participate in any such issue.

10.2 Rights Issues

If the Company makes a pro rata issue of securities (except a bonus issue) to the
holders of Shares (other than an issue in lieu or in satfisfaction of dividends or by
way of dividend reinvestment) the Optfien Exercise Price shall bz reduced
according to the formula specified in the Listing Rules,

10.3 Bonus issues

In the event of a bonus issue of Shares being made pro-rata to Shareholders,
(other than an issue in lieu of dividends), the number of Shares issuad on exercise
of each Option will include the number of bonus Shares that would have been
- issued if the Option had been exercised prior to the record date for the fbonus
issue, No adjustment will be made o the exercise price per Share of the Option.

10.4 Quotatton

Options will not be quoted on ASX, However, application will be made to ASX
for official quotation of the Shares allotted pursuant to the exercise of Options if
the Company's Shares are listed on ASX at that fime.

0.5 Applications

An application to be issued Options may be made by perscns invited to
participate in the Scheme in such form and upon such terms and condilions
concerning the closing date for applications as are approved by the Directors
— from time to fime,

10.4 Reorganisation

The terms upon which Options will be granted will not prevent the Options being
recrganised as required by the Listing Rules on the recrganisation of the capital
of the Company.

11, OVERRIDING RESTRICTIONS ON ISSUE AND EXERCISE

Notwithstanding the Rules or the terms of any Option, no Option may be offered,
granted or exercised and no Share may be issued under the Schame if to do so:

(a1) wolld contravene the Corporations Act, the Listing Rules or any other
applicable law; or

{b) wauld confravens the local laws or customs of an Eligible Participant's
country of residence or in the opinion of the Board would require
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actions to comply with those local laws or customs which are
impractical.
12. AMENDMENT OF RULES

Subject to and in accordance with the Listing Rules (inclucing any waiver
granted under such Listing Rules), the Directors (without the necessity of
obtaining the prior or subsequent consent of Shareholders of the Company in a
general meeting) may from time to fime amend (including the power to revoke,
add to or vary} all or any provisions of fhe Rules in any respect whatsoever, by
an instrument in writing, provided that fightfs or entitlements in respect of any
Option granted before the date of amendment shall not bhe reduced or
adversely aifected unless prior writien approval from the affected holder(s) is
obtained.

13.

TRIGGER EVENT

Notwithstanding the Rules of the Scheme, upon the occurrence of g Trigger
Event, the Directors may determine:

() that the Options may be exercised at any fime from the dafe of such
determination, and in any number until the date determinad by the
Directors acfing bona fide so s to permit the halder to participate In
any change of confrol arising from a Trigger Event, provided that the
Directors will forthwith advise in writing each holder of such
determination. Thereafter, the Options shall lapse to the exfent they
have not been exercised; or

(b) to vse their reasonable endeavours to procure that an offer is made to
holders of Options on like terms (having regard to the nature and value
of the Options) o the terms proposed under the Trigger Event in which
case the Directors shall determine an appropriate period during which
the holder may elect to accept the offer and, if the holder has not so
elected at the end of thaf peried, the Options shall immediately
become exercisable and if not exercised within 10 days, shall lapse.

14,

ADMINISTRATION OF SCHEME

{a) The Directors may appoint for the proper adminisfration and
management of the Scheme, such persons as it considers desirable and
may delegate thereto such guthorities as may be necessary or desirgble
for the administration and management of the Scheme.

(b) Subject to the provisions of the Rules, the Directors may moke such
regulations and establish such procedures for the administration and
management of the Scheme as they consicer appropriate.

(c) The decision of the Directors as to the interpretation, effect or
application of the Rules will be final.

15,

RIZHTS OF ELIGIELE PARTICIPANTS

Neifher parficipafion in the Scheme by the Company or an Associated Body
Corporate or any Higible Particioants or Option holders or anything contained in
these Rules shall in any way prejudice or affect the right of the Company or an
Associated Body Corporate to disriss any Eligible Participant or Option holder or
to vary the terms of employment of any Eligible Participant or Option holder, Nor
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shall participation ar the rights or benefits of an Eligible Participant or Option
holder under the Rules be relevant to or used as groundls for granting or
inCreasing damages in any action brought by an Eligible Parficipant or Optian
holder against the Company or an Associated Body Corporate whether in
respect of any alleged wrongful dismissal or otherwise.

16. ATTORNEY
Each Participant, in consideration of an Offer:

{q) irevocably appaints the Company and any person nominated from
fime to fime by the Company (each an "attorney"). severaly, as the
Participant's attorney  to complete and execute any documents
including applications for Shares and Share fransfers and to do all acts
or things on behalf of and in the name of the Participant which may be
convenient or necessary for the purpose of giving effect to the
provisions of these Rules;

(b} covenants that the Participant wil ratify and confirm any act or thing
done pursuant to this power;

{c) relecses each member of the Group and the attorney from any licaksility
whatsoever arising from the exercise of the powers confered by this
Rule; and

(d) indemnifies and holds harmless each member of the Group and the

aftorney in respect theraof.

17. ASIC RELIEF

Notwithstanding any other provisions of the Scheme, every covenant or other
provision set out in an exemption or modification granfed from time to fime by
the ASIC in respect of the Scheme pursuant 1o its power to exempt and modify
the Corporations Act and required fo be ncluded in the Scheme in order for
that exemption or modification to have full effect, is deemed to be contained in
The Scheme. To the extent that any cavenant or other provision deemed by this
Rule to be contained in the Scheme is inconsistent with any other provision in the
Scheme, the deemed covenant or other provisior shall prevail,

18. NOTICES

Any nofice fo Parficipants may be given in such manner as the Board
detarmines,

17, GOVERNING LAW

This Scheme is govemed by and shall be construed and iake effect in
accordance with the laws of Western Australia.

FAGar\Avalen Minorais\Emplavoo Inceniva Qpton sehems.dog



28, MAR. 2887 9:26 ASH PERTH ' ’ " MO, FEy P.z2E-29

SCHEDULE 1 - NOTICE OF EXERCISE OF OPTIONS

To; The Directors
Avalon Minerals Licl

I/ We of
being registered holder(s) of the options to subserbe

for fully paid ordinary shares in the Company set out on the ceriificate annexed to this

notice, hereby exercise of the abovementioned opticns. I/We enclose
my/our cheque for $ in payment of the application monies due in
respect of thase shares calculated on the basis of § per share,

I/ We authorise and direct the Company to register me/us as the holder(s) of the shares
fo be allotted to me/us and I/we agree to aceept such snares subject to the provisions
of the Constitution of the Company.

Dated the day of 2007.

Signature of Holder(s)

Note:

1. Each holder must sign.

2. An application by o company must be executed in accordance with section
127 of the Corporafions Act 2001 (Cth) and if signing for o company as a sole
director/secretary - ensure “sole diractor" and "sole secretary” is written beside
the signature,

3, Cheques should be made payable to [nsert].

PAGa\avelan Minsrals\Imploysa Incantiva Crpllon Scheme.des
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SCHEDULE 2 - OFFER DOCUMENT

[Name and address of employee]

Dear [*]
INCENTIVE QFTION SCHEME

The board of directors of Avalon Minerals tel (Company) is pleased to make an offer o
you of [insert] eptions pursuant 1o its incentive option scheme (3cheme).

In accardancewith ASIC Class Crder 03/134, the Company informs you of the following:

() accompanying this letter is a full copy of the terms of the Scheme:

) this offer remaiing open for acceptance by you for 14 days from the date of this
lefter (Offer Period):

() the options under the Scheme will be granted to you for nil consideration;

() the exercise price of each of the opfions is $[*] and the expiry date is [*];

(e} the Company undertakes that during the period commencing on the date of

this letter and expiring at the end of the Offer Period, it will within a reasenable
period of you so requesting, make available to you the current markat price of
the underlying shares to which the options relate;

(f) that, unless at the time of the exercise of the options the shares the subject of
those aptions will be in the same class as securities which have been quotad on
the financial market operated by Australian Stock Exchange Limited or an
approved foreign market throughout the 12 month period immediataly
preceding the exercise date of the options without suspension for more than a
fotal of 2 frading days during that period, the Company will have a prospectus
availgble in relation 1o the shares the subject of the options which complies with
the requirements of the Corporations Act; and

(=} employees cannot exercise the options being offered unless either o curent
prospectus is available to them or the shares the subject of the aptlions are in the
same class as securities which hove been quoted on the finoncial market
operated by Australian $tock Exchange Limited or an approved foreigh market
throughout the 12 month period immediately preceding the exercise date of the
opfions without suspension for more than a total of 2 frading days during that
period.

Could you please confirm your acceptance of the offer set out in this letier by signing in
the appropriate place below and returning 1t to the Company on facsimile number
[insert],
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Yours faithfully

[insert — Gary Steinepreis or David Mciweeney]
For eind on behalf of
Avalon Minerals Lid

Encl.

| agree fo the terms and conditions set out above and accept the offer of optfions as
centained in the letter set out above.

Narme:

Date:

*Note: The Company does not have to include the information set out in paragraphs {f)
and (g) above if its Shares have been quoted on the financial market operated by ASX
or an approved foraign market throughout the 12 month perod immediately before the
offer of Opfions without suspension for mere than a total of 2 frading days during that
period,

PAGay\Avaien Minarals\Employas insentve Oollan Sshema.doa



