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Drill Results Show Donlin Creek Open to Expansion 
 
NovaGold Resources Inc. (AMEX: NG) reported receiving an additional installment of drill results on Barrick Gold Corpora-
tion’s (NYSE: ABX) 2006 drill program at the Donlin Creek project in Alaska.  Barrick released the first 45,000 meters of the 
82,000 meter 2006 drill program.  NovaGold anticipates receiving the balance of the results by the end of March.  Despite the 
aggressive 2006 drill program we believe that the extent of the deposits at Donlin Creek and the eventual proportions of the 
eventual pit design are preliminary.  We anticipate additional expansion of the pit outline, depth, and number of contained 
ounces of gold. 

 
 

The balance of drill results for the 
2006 drill program yet to be re-
ceived are predominately the east 
half of the pit in the vicinity of the 
Lewis and South Lewis deposits 
shown as green circles in Figure 
1 .  Additional assays and further 
study may likely result in either 
an increase in ounces or category 
upgrade, or both.  In addition, we 
note other drill holes outside the 
pit area and the projection of the 
geologic model suggests signifi-
cant potential for expansion of the 
defined deposits. 
 
 

Fig. 1  Donlin Creek Pit Outline 
Source: NovaGold 
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We note the current pit covers a distance of over 2 km connecting both the Acma and Lewis deposits.  Only a year ago the 
Acma and Lewis deposits were shown as separate pits but have now grown into a single pit.  The cross section of the re-
source pit outline suggests that the resource and pit outline (Figure 2) may extend considerably from their current levels.  In 
addition, NovaGold reported “significant potential also exists in the East Acma area, where DH-1144 drilled early last sum-
mer intersected 164.7 meters grading 3.68 g/t gold and extending well beyond the current pit limit at depth and to the east of 
the main Acma deposit.” 
 

It would appear that a number of drill 
holes extending below the pit may sug-
gest a deeper pit and considerable poten-
tial for resource expansion.  We are par-
ticularly struck by the potential for expan-
sion below the Lewis and South Lewis 
deposit areas as seen in Figure 2, which 
would be at approximately the same ele-
vation as the current Acma pit. 
 
 
 
 
 

Barrick Donlin Creek Update: 
 

Barrick conducted their Year-end 2006 
Results Conference Call covering their 
universe of production and exploration 
operations.  The call provided one of the 
best updates on activities at Donlin Creek 
since the acquisition of Placer Dome was 
completed almost one year ago. 

 

Barrick listed Donlin Creek as one of five projects included in their “value proposition” to investors.  They also listed Donlin 
Creek among ten 20 million plus ounce gold deposits in the world which they categorized as a “super giant target.”  They 
have budgeted to spend $87.3 million at Donlin Creek in 2007 which will include at least 70,000 meters of additional in-fill 
drilling.  To place this program into perspective, Barrick’s worldwide exploration budget is $170 million. 
 

Barrick reported expenditures at Donlin Creek of $54.5 million, meeting the minimum expenditure requirement of $32 mil-
lion.  Of the 82,000 meter 2006 drill program about 43,000 meters of drill results have yet to be assayed or incorporated into 
the resource calculation.  With about half of the 2006 drill results in, Barrick upgraded the resource calculation, resulting in 
an increase of about 5 million ounces of Measured and Inferred resource (an approximately 34% increase), and decline of 
about 7 million in Inferred resource.  They related that about two thirds of the reduction in Inferred was due to changes in 
estimation parameters of the deposit and the balance due to a shallower pit design.  The partial update on the resource is sum-
marized as follows. 
 

 Tonnes (000’s) Grade (g/t) Ounces (000’s) 
Measured & Indicated 248,091 2.48 19,753 

Inferred 24,785 1.99 1,587 
 

Fig. 1  Donlin Creek Pit Outline 
Source: NovaGold 

It should be noted that since this is an in-pit resource that it can be assumed that the Measured and Indicated resource should 
be upgraded to Proven and Probable reserves with completion of the feasibility study in November of 2007.  Proven and 
Probable reserves are currently valued at over $200/oz in enterprise value per ounce of gold for producers verses $150/oz for 
Measured and Indicated Resources.  By contrast NovaGold, 70% owner at Donlin Creek, is currently valued at approxi-
mately $60/oz of Measured and Indicated Resources and $35/oz of total resources not including any value for their very sub-
stantial copper reserves and resources. 
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More than half of the 2006 drill results (43,000 meters) are not yet integrated into this interim resource.  We believe that the 
eventual resource could see considerable additional expansion of the Measured and Indicated Resource as well as additional 
Inferred ounces added to the final 2006 estimate.  It should be noted that Barrick did not focus on exploration expansion at 
Donlin Creek.  An independent engineering analysis by SRK engineering last fall of Donlin Creek indicated that they saw 
potential expansion of 15 to 20 million ounces of gold with a modest 200 meter expansion of the open-pit model. 
 

Barrick indicated they intend on meeting conditions to earn-back an additional 40% interest in Donlin Creek from NovaGold 
by the November 12, 2007 deadline.  In the question and answer session, when queried on the power issue, they replied that 
they were still exploring the options and that they may not be ready to conclude this issue for the feasibility study.  They also 
indicated that baseline information for permits will not be complete to secure permits for completion of the feasibility. 
 

As a former construction lender it is difficult to see how the feasibility that will be completed this fall could be a “bankable” 
document sufficient for NovaGold to secure financing for its share of the projects capital costs.  Without knowledge of the 
final project power supply or to have progressed sufficiently through the permitting process to know what changes will be 
required in mine design to meet environmental requirements, essential for “bankable” budgets and construction scheduling, 
we suspect lenders would be hard pressed to be able to “make a decision as to whether to loan funds for such operations” as 
required by the agreement. 
 

While Barrick may deliver a feasibility study by November, without complete drill results, understanding of the projects 
power source or the eventual course of permitting requirements, we remain unconvinced that the Barrick can meet the funda-
mental terms of the agreement to secure an additional 40% interest in the project from NovaGold.  Regardless of the eventual 
outcome in the court we see the work to be completed by Barrick over the next 9 months as value adding for NovaGold by 
expanding the size of the overall project Measured and Indicated resources and converting those resources to the signifi-
cantly higher value of Proven and Probable reserves that will come from their Feasibility study.  Even at a 30% interest level 
we believe that NovaGold remains undervalued for the scale and potential of the Donlin Creek asset. 
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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. 


