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RESEARCH NOTE 

 
Barrick Acquires Only 12% of NovaGold 

 

Barrick Gold Corporation (NYSE: ABX) announced it has accepted 13.2 million common shares, representing 12.3% of No-
vaGold Resource Inc.’s (AMEX,TSX: NG) fully diluted common stock.  ABX subsequently extended its tender offer at 
US$16.00 per share to December 6, 2006.  This is the sixth extension of its all-cash tender offer, initiated on July 24, 2006 at a 
price of US$14.50 per share. 
 

Clearly the hostile takeover contemplated by ABX has failed.  The original tender offer at a price of US$14.50 per share as 
originally structured by ABX was rejected by investors.  Furthermore, even with NG suspending its shareholder’s rights plan 
and ABX its requirement for 50.1% of NG’s stock, they now have accepted 13.2 million shares at an increased price of 
US$16.00 per share after five extensions.  ABX might be complimented for their timing of their offer, near the 6 month low 
price for NG, but their efforts to convince NG shareholders to sell have not been well received with 88% rejecting their offer to 
date. 
 

ABX has acquired sufficient shares to be identified as an insider of NG, but it is difficult to qualify ABX’s achievements to 
date as a success.  In addition, while acquiring about 12% of NG’s shares, the acceptance of shares by ABX may have compli-
cated ABX’s situation as they may now fall under rules which govern insiders.  We have difficulty postulating in what manner 
ABX may succeed in acquiring the balance of shares of NG without increasing its tender offer price.  The tendered shares, ac-
quired at market, have moved out of “weak” hands and out of the public float.  In addition, the routine nature of extensions 
places the all-cash offer now only two extensions away from commencement of a new tax year, and we suspect remaining 
shares are in “strong” hands. 
 

Fundamentally more important, NG continues to advance its projects in a focused and professional manner which increases the 
likelihood that the remaining shareholders will stand pat. We see several important milestones in the next 6 to 12 months that 
should attract and keep investor interest.  These include updated resources at Galore Creek and Donlin Creek, receipt of per-
mits and start of construction at Galore Creek, the start of production at Rock Creek and the culmination of legal action on the 
70% ownership question at Donlin Creek. 
 
 

NovaGold Continues to Advance All Projects on Schedule: 
 

Our review of NG’s schedule remains consistent with our recommendation and 12-month target price of US$27.00 per share.  
It appears to us that there are no new challenges presented to NG that were not known at the time of the tender offer by ABX.  
In fact, NG continues to make progress. 
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• In late December of this year regulators are scheduled to provide a report to the BC Minister of Mines for permitting of 
Galore Creek.  This is an important milestone and should result in a decision on NG’s Environmental Assessment Cer-
tificate within 45 days of issuance of the report.  We understand important permits under consideration are for power, 
roads, and the tunnel.  Permits for surface rights over Pioneer Metals Corporation’s (TXS: PSM) mineral rights should 
follow. 

• We believe NG is making progress regarding financing Galore Creek.  Our conversations with Rothschild cause us to 
believe the resignation was to avoid a potential conflict of interest. Rothschild appeared supportive of NG and speaks 
well of the NG management team and the prospects for the Galore project .  We also confirmed that Citigroup is work-
ing toward successful financing of Galore Creek.  With sustained record copper prices and lack of new world-class pro-
jects we continue to believe a number of smelters or major operators continue to have interest in Galore Creek. 

• Construction continues at Rock Creek.  It would appear that the lawsuit against NG was brought by the same individuals 
who contested the project permits issued by the State of Alaska during the 30 day appeal period.  We understand that the 
State of Alaska reviewed the appeal and kept the permits in good standing.  We understand that since no objections were 
raised during the appeal period with the US Army Corps of Engineers following issuance of the federal permits and that 
construction may have already proceeded beyond the point which this lawsuit against the Corps sought to halt. We do 
not anticipate this matter should delay construction of Rock Creek at this time. 

• Litigation by NG against ABX regarding ownership and fiduciary duty continues.  Despite not knowing the outcome, 
ABX must continue to spend resources to advance the project to complete requirements by the November 2007 deadline 
which includes ongoing responsibilities of disclosing project developments. 

 
 

Conclusion: 
 

We are becoming more confident that ABX will need to increase its tender offer to obtain additional shares.  Time appears to 
be on NG’s side as they continue to advance projects and the metals markets have rebounded.  In addition, investors have 
rejected the tender offer at US16.00 per share.  We suspect that ABX would have simply dropped to hostile takeover by now 
if not for NG’s lawsuits surrounding questionable progress at Donlin Creek and fiduciary duty.  The environment is improv-
ing for the two management teams to reconcile which should be greeted by applause by shareholders of both companies.  We 
don’t expect this to occur in 2006, nor do we foresee ABX acquiring a significant number of shares at US$16.00 per share 
during this same period. 
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DISCLOSURES: 
Beacon Rock Research, LLC provides information and analysis on selected companies, with a focus on small-cap and micro-cap companies.   
 
This report has been written in accordance with current SEC regulations and the Standards of Practice developed by the Chartered Financial Analyst Institute 
(CFAI).  Our research has been conducted by employing analytical practices generally accepted as standard within the analytical industry.  In this instance, a 
comparison of financial strength, a bottom-up earnings projection based on a recovery in the U.S. economy, and relative multiples, were employed.  The target 
price was calculated on comparative EPS, sales and book value multiples, and our knowledge of small-cap markets when enjoying both a sector and a cyclical 
rebound.  Our conclusions are, by the very nature of forecasting, speculative, but are also reasonable, supportable and consistent. 
Key to disclosures:  
 

1. The research analyst or a member of the research analyst’s household has a financial interest in the securities of the Subject Company in 
the form of a long position.  

2. The Subject Company is paid an annual fee totaling $45,250 to SLB Equity Research, LLC., one of its affiliates, for the arrangement of 
institutional introductions and other awareness building services through September 1, 2006.   

3. The research analyst principally responsible for preparing this research report received compensation based upon various factors, in-
cluding SLB Equity Research, LLC total revenue. 

4. This report was prepared exclusively for the benefit of institutional investors and may or may not receive compensation directly or in 
soft dollar arrangements. 

 
 
The analyst, Mike Niehuser, hereby certifies that the research conclusions and recommendation contained herein accurately reflects his personal views about the 
industry, company and shares and also hereby certifies that no part of his research compensation was or will be directly or indirectly related to the earnings esti-
mates, target price or recommendation about the security.  
 
The research provided herein should not be considered a complete analysis of every material fact regarding the companies, industries or securities named above.  
The opinions expressed herein reflect the analysis and judgment of the author on the date of publication and are subject to change without notice.  Facts have been 
obtained from sources considered reliable but should not be construed as complete and are not guaranteed to be accurate.  Beacon Rock Research, LLC; its mem-
bers; employees and their families may have positions in the securities covered within the research material above and may make purchases or sales while this 
report is in circulation.  Additional information on the subject companies is available upon request. 
 

 EQUITY RECOMMENDATION SYSTEM: 
 
 Buy   Immediate purchase is recommended.  The security expected to outperform the market over the next 12 to 18 months. 
 
 Hold  Holding the stock is recommended because the share price’s appreciation potential is less than or equal to the market. 
 
 Sell   The stock has reached the target price objective and/or conditions have changed sufficiently to alter the outlook for the stock. 
 

 EQUITY RISK SYSTEM: 
 
 High  The security is more volatile than the market and/or the company is more leveraged than its peer group.   
 
 Moderate  The security has about the same volatility as the market and/or the company carries a level of leverage in line with its peer group. 
 
 Low   The security is less volatile than the market and/or the company is less leveraged than its peer group. 
 

 DISTRIBUTION OF RECOMMENDATIONS: 
 

At this time, there are an insufficient number of companies under coverage to generate usable distribution information or draw any conclusions regarding bias 
about the research methodology.  Prospective companies are screened and evaluated by sales personal and research analysts with the investment thesis and overall 
research recommendation developed before the commission is established. 


