
 

(Currency is  CAD$ unless noted otherwise)

Closing Price $2.26

Consensus NAVPS NA

52 Week Low / High $2.00   /   $8.49

Consensus P/NAV NA

CAPITALIZATION Basic Diluted 

Shares Outstanding (M) 160.6     202.4     

Market Capitalization ($MM) $363.0

Enterprise Value ($MM) $299.0

Last Reported Quarter Cash ($MM) $64.0

Total Debt ($MM) $0.0

STOCK CHART

RELATIVE PERFORMANCE

RELATIVE VALUATION US$EV/ha P/NAV

Peer Group Average* $0.10 NA

Novo Resources Corp. $0.02 NA

*Capital IQ Consensus

MAJOR SHAREHOLDERS

1,2,3,4

(Please refer to the disclosures listed on the back page)

Source: RCKS, Company Information, Capital IQ

Company Description
Novo Resources is an exploration and development company with 

properties in Australia and Nevada. The company has been actively 

growing its land position in the Karratha Region by staking ground, 

acquiring interest in the Comet Well project and an earn-in/JV on 

Purdy's Reward. In addition, the company owns the Beatons Creek 

gold project which has the potential to be a low cost operation with 

significant exploration upside.

DISCLOSURE CODE:

Management (12.86%), Kirkland Lake Gold Ltd. (18.57%), Van Eck 

Associates Co. (6.29%), Newmont Mining Corpor. (3.69%), 

OppenheimerFunds, Inc. (0.42%)
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Exploration Update 

 

RCKS Talk Team, RCKSTalk@RedCloudKS.com 

  
 

Impact: Mildly Negative 

 

Bulk sample results provide enough information to move the 
project to the next stage, despite coming in below 
expectations. The lower grades materially reduce our expected 
deposit size; however, the results are expected to provide enough 
information for a mineral inventory. We believe this updated data 
should allow the company to convert Comet Well into a Mining Lease 
and result in large scale bulk sampling in H2/19. While these results 
suggest the likely mineral endowment at Comet Well & Purdy’s 
Reward is smaller than previously thought, we continue to 
believe that Pilbara is likely to yield multiple significant 
conglomerate gold deposits. 
 

Highlights:  

• Bulk sample results return economic grade, but lower than 
previous. The weighted average grade, including the margins 
(likely to be mined), is 2.4 g/t Au, lower than the previous weighted 
average of 7.4 g/t. As well, the grade distribution within the gold-
bearing conglomerates much tighter than expected (Figure 1).  

• Enough information to move to go mining. A mineral inventory 
is one of the items required to convert Comet Well into a mining 
lease. We believe these results, along with the diamond drilling 
for structure should be sufficient. We expect it will take 6-12 
months to convert it to a mining lease, likely resulting in bulk 
sampling starting in H2/19. 

• Our resource guess is now, 3-5Moz, smaller but still 
represents a major discovery. Using similar parameters to our 
previous estimates (Figure 2), but assuming narrow widths and 
lower grades we get to our new estimate. We are planning to visit 
the project before the end of the year and are likely to evaluate 
project economics with that visit. 

Valuation: 

Preliminary valuation reduced to C$2.40-4.80/sh (was C$4.80-
18/sh); number to be refined following upcoming site visit. We 
now believe Karratha is worth between C$0.90-3.00/sh (was C$3.25-
16.25/sh) based on our lower potential resource estimate. In our view 
the next major catalyst for Novo and the Pilbara is larger scale bulk 
sampling, which is expected to start in H2/19. Upcoming catalysts 
include, 1) Larger scale bulk sampling (H2/19) and 2) Ramp-up of 
exploration work at Egina. 
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Valuation (cont’d): 
Preliminary valuation reduced to C$2.40-4.80/sh (was C$4.80-18/sh). Our updated 
value estimate for Karratha is based on our new 3-5Moz resource estimate and an in-
situ value of C$50-100/oz. This gives us our updated value for Karratha of C$0.90-
3.00/sh (was C$3.25-16.25/sh) This combined with our estimated value for Beaton’s 
Creek of C$1.10-$1.40 and ~C$0.40/sh in cash, gets us our overall value range. We 
note that our estimates include no value for Egina, or the company’s other conglomerate 
gold properties. 
 
Upcoming site visit likely to help refine estimates. We are planning to visit the project 
again in the next few weeks, and with that subsequent report, we plan to refine our 
estimates for Karratha and Novo, further. 
 
Upcoming catalysts include, 1) Larger scale bulk sampling (H2/19) and 2) Ramp-up of 
exploration work at Egina (H1/19). 

 
Economic Grades but Lower than Previous Results 
Results from the Upper and Lower Cannonball Conglomerates returned a 
weighted average grade of 3.3 g/t Au. If you include the margins (likely to be mined), 
the weighted average grade falls to 2.4 g/t Au. While well below the previous weighted 
average of 7.4 g/t, these still represent economic grades. We note of the 25 ~5 tonne 
bulk samples completed, 9 were in the gold bearing conglomerate, 4 were along the 
margins and 12 were outside (Figure 1). As well, in our view the grade distribution within 
the gold-bearing conglomerates much tighter than we would have expected when 
looking at previous samples. 
 

file:///C:/Users/Derek/Dropbox%20(red%20cloud)/red%20cloud%20Team%20Folder/Research/Reports/20160712%20-%20IDM%20PEA%20Release/www.redcloudks.com
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Figure 1: Grade Distribution  

 
 

Source: Company Reports 

 

Our Resource Estimate is now, 3-5Moz 
Smaller but still represents a major discovery. Applying the lower grade 2.4 g/t Au 
and narrower widths (average ~4m), to our previous assumptions of 8km of strike (6.5 
km on Comet Well, 1.5km on Purdy’s Reward), 800m of open-pittable dip extent and 
75% continuity we get to the estimate in Figure 2. 
 
Grade still likely to deliver great economics. Our back of the envelope valuation 
would put All-in Sustaining Costs (AISC) on a deposit like this below US$500/oz, 
suggesting that as a mine, Comet Well and Purdy’s Reward are likely to exceptional 
economics. 
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Figure 2: Size Sensitivity (M oz Au) 

 
 

Source: Company Reports 

 
 

Figure 3: Company Comparables  

 
 

Source: RCKS Estimates, Capital IQ 

 
 
 
 

Thickness (m) 1.0 1.5 2.0 2.4 2.5 3.0 4.0 5.0

0.5 0.24 0.36 0.47 0.57 0.59 0.71 0.95 1.19

1.0 0.47 0.71 0.95 1.14 1.19 1.42 1.90 2.37

1.5 0.71 1.07 1.42 1.71 1.78 2.13 2.84 3.56

2.0 0.95 1.42 1.90 2.28 2.37 2.84 3.79 4.74

2.5 1.19 1.78 2.37 2.84 2.96 3.56 4.74 5.93

3.0 1.42 2.13 2.84 3.41 3.56 4.27 5.69 7.11

3.5 1.66 2.49 3.32 3.98 4.15 4.98 6.64 8.30

4.0 1.90 2.84 3.79 4.55 4.74 5.69 7.59 9.48

4.5 2.13 3.20 4.27 5.12 5.33 6.40 8.53 10.67

5.0 2.37 3.56 4.74 5.69 5.93 7.11 9.48 11.85

5.5 2.61 3.91 5.21 6.26 6.52 7.82 10.43 13.04

6.0 2.84 4.27 5.69 6.83 7.11 8.53 11.38 14.22

6.5 3.08 4.62 6.16 7.40 7.70 9.24 12.33 15.41

7.0 3.32 4.98 6.64 7.96 8.30 9.96 13.27 16.59

7.5 3.56 5.33 7.11 8.53 8.89 10.67 14.22 17.78

8.0 3.79 5.69 7.59 9.10 9.48 11.38 15.17 18.96

8.5 4.03 6.04 8.06 9.67 10.07 12.09 16.12 20.15

9.0 4.27 6.40 8.53 10.24 10.67 12.80 17.07 21.33

9.5 4.50 6.76 9.01 10.81 11.26 13.51 18.02 22.52

10.0 4.74 7.11 9.48 11.38 11.85 14.22 18.96 23.70
Notes:

Specific Gravity: 2.8 t/m3 

Strike Length: ~8km (1.5km Purdy’s Reward, 6.5km Comet Well) 

Width before it dips under the Mt. Roe Basalt: ~800 m

Continuity: ~75% -  it is unlikely that the deposit is continuously mineralized over the entire volume, so an estimate needs to be made

Source: RCKS Estimates

Figure 2: Size Sensitivity (M oz Au)

Grade (g/ t Au)

Price 3 Month 6 Month Shares Mkt. Cap Cash Debt EV

(C$/sh) Perf. Perf. (M) C$M C$M C$M C$M

Novo Resources Corp. TSXV:NVO $2.26 -47% -51% 161       $363 $64 $0 $299 $0.02

Artemis Resources Limited ASX:ARV $0.17 -6% 0% 633 $104 $27 $4 $82 $0.03

Kairos Minerals Limited ASX:KAI $0.03 -9% -19% 852 $26 $6 $0 $19 $0.01

De Grey Mining Limited ASX:DEG $0.14 -39% -16% 364 $49 $1 $0 $48 $0.02

Calidus Resources Limited ASX:CAI $0.03 -21% -30% 1455 $44 $6 $0 $38 $0.08

Marindi Metals Limited ASX:MZN $0.01 -55% -44% 1783 $9 $2 $0 $7 $0.02

International Prospect Ventures TSXV:IZZ $0.18 -39% -10% 27 $5 $1 $0 $4 $0.01

NxGold Ltd. TSXV:NXN $0.12 -31% -54% 87 $10 $2 $0 $8 $0.64

Pacton Gold Inc. TSXV:PAC $0.32 -54% 15% 105 $33 $4 $0 $29 $0.01

Median $0.02

Average $0.10

Company Ticker US$EV/ha
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Derek Macpherson | VP Mining Analysis 
Edmond Thorose | VP Corporate Development 
Alex Pitcher | Associate, Mining Analysis 
Beatrice Cigagna | Associate, Mining Analysis 

 
Red Cloud Klondike Strike Inc. 
105 King Street East, 2nd Floor  
Toronto ON, M5C 1G6 
RCKSTalk@RedCloudKS.com 
www.redcloudks.com/rcks-talk 
 

 

 

 

Disclaimer 

Red Cloud Klondike Strike Inc. is registered as an Exempt Market Dealer in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, 
Quebec, New Brunswick, Nova Scotia, Prince Edward Island, Newfoundland & Labrador, and the Yukon. Part of Red Cloud Klondike 
Strike Inc.'s business is to connect mining companies with suitable investors that qualify under available regulatory exemptions (the "Red 
Cloud KS Business"). Red Cloud Klondike Strike Inc., its affiliates and associates, and their respective officers, directors, representatives, 
researchers and members of their families (collectively, "Red Cloud KS") may hold positions in the companies mentioned in this publication 
and may buy or sell, or buy and sell their securities or securities of the same class on the market or otherwise. Additionally, Red Cloud 
KS may have provided in the past, and may provide in the future, certain advisory or corporate finance services and receive financial and 
other incentives from issuers as consideration for the provision of such services. 
Red Cloud KS has prepared this publication for general information purposes only, NOT as part of the Red Cloud KS Business. This 
publication should not be considered a solicitation to purchase or sell securities or a recommendation to buy or sell securities. The 
information provided by Red Cloud KS for the purposes of this publication has been derived from sources believed to be accurate, but 
cannot be guaranteed. Opinions or analysis contained in this publication may be subject to change and Red Cloud KS does not undertake 
to advise the reader of such changes. This publication does NOT take into account the particular investment objectives, financial 
situations, or needs of individual recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues, etc.) which 
may exist for certain persons. Recipients should rely on their own investigations and take their own professional advice before investment. 
Red Cloud KS will not treat recipients of this publication as customers or clients by virtue of having viewed this report. 
 
Company Specific Disclosure Details   

Company Name Ticker Symbol Disclosures 

Novo Resources Corp. TSXV:NVO 1,2, 3, 4 

 
1. A member of Red Cloud KS team has visited/viewed material operations of the issuer. 
2. In the last 12 months, Red Cloud KS has been retained under a service or advisory agreement by the subject issuer. 
3. In the last 12 months, Red Cloud KS has received compensation for investment banking services. 
4. Red Cloud KS or a member of the Red Cloud KS team or household, has a long position in the shares and/or the options of 

the subject issuer. 
5. Red Cloud KS or a member of the Red Cloud KS team or household, has a short position in the shares and/or the options of 

the subject issuer. 
6. Red Cloud KS or a member of the Red Cloud KS team own more than 1% of any class of common equity of the subject 

issuer. 
7. A member of Red Cloud KS team or a member’s household serves as a Director or Officer or Advisory Board Member of the 

subject issuer. 
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