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NovaGold’s Increase in Resources Precede Upgrade to Reserves 
 
NovaGold Resources Inc. (AMEX: NG) recently announced a significant increase in their copper, gold, and silver resources 
following completion of its 2006 drill season at Galore Creek.  This increase is important as it demonstrates both the ability of 
the company’s exploration team and the likelihood of upgrading the classification of Measured and Indicated resources to 
Proven and Probable reserves with additional drilling and further study.  The company plans to complete a minimum of 15,000 
meters of drilling in 2007 at Galore Creek. 
 

The objective of the 2006 drill season was focused on drilling to extend the known deposits both laterally and deeper.  We are 
again impressed with the success of the NovaGold exploration team in continuing to add to resources at Galore Creek, having 
roughly tripled the total contained metal on the project over the past 3 years from 5 billion pounds of copper and 5 million 
ounces of gold, to a property total of 14.4 billion pounds of copper and 16.7 million ounces of gold equivalent (gold plus silver 
at $600/oz gold and $10/oz silver). 
 

NovaGold announced its first reserves at Galore Creek following completion of its October Feasibility Study in 2006.  Pres-
ently, NovaGold has 540 million tonnes in the reserve category plus about 1 billion tonnes of resources.  With drilling from 
2007 and updates of the mine plan for the project, we believe there is an excellent opportunity for upgrading a significant por-
tion of these resources into reserves. 
 

For example, with conversion of only 10% of the resources to reserves, Proven and Probable reserves could be increased 20%.  
It would appear that with resources in all categories close to twice that of reserves, even a modest conversion of resources to 
reserves should have a positive impact on the economics and rate of return.  This is important because more conservative mar-
ket observers lack conviction until reserves are added, by which time the company’s shares may be trading at a higher level. 
 

NovaGold has demonstrated a level of reserves sufficient to justify a 65,000 tonne per day facility.  Investors should note that 
the project’s deposits remain open to expansion, and there are a number of targets at Galore Creek which have yet to be fully 
investigated.  The current Feasibility Study represents a base case which will support financing the project, but considerable 
upside remains when the potential of adding to reserves and further optimizing the mine plan is likely. 
 

The base case increases the confidence of bankers, while investors look for potential to expand resources and perceptions of 
long-term metal prices.  In our opinion, from an investor’s point of view, the metal price assumptions used for the resource 
estimate were conservative.  The calculation of additional resources assumed gold prices of US$450 for gold, US$7.00 for sil-
ver, and US$1.25 for copper (the same metal price assumptions utilized for definition of Proven and Probable reserves). 
 



Beacon Rock Research, LLC                                                                                       2 
April 2, 2007 

_______________________________________________________________________________________________________________________________________________________________________________ 
This Information is obtained for sources believed to be reliable, but its accuracy and completeness are not guaranteed.  Copying, faxing, replicating, or quoting from this report without permission is in direct violation of 
copyright laws.  Beacon Rock employees and affiliates may have positions and effect transactions in the securities or options of the issuers reported herein.  Please refer to the company index in the back of this issue for 
additional disclosures. 

 
 

The economics at Galore Creek are likely to improve with the additional resources and results from the 2007 drill program.  
The company is working toward improving grades of production in the first ten years of operation, and the possibility exists 
of increasing the life of mine production.  The additional information will logically merit further optimization studies, with  
the potential to significantly enhance overall project rates of return. 
 
We are looking forward to NovaGold receiving permits in the next few months and initiating construction in 2Q07.  In addi-
tion, we see the completion of the acquisition of 100% of the Galore Creek property as a strong indicator of the company’s 
confidence in starting construction and securing a joint venture partner.  We believe the market should look favorably upon 
the achievement of those major project milestones. 
 
We reiterate our Buy recommendation for NovaGold and consider it one of our “top picks” for 2007, based on manage-
ment’s track record for delivering on project milestones and consistent resource expansion.  We’ve followed NovaGold for 
years and believe its people are its most under-appreciated asset.  Long-standing investors appear to share this opinion and 
are reassured by management transparency and execution of objectives. 
 
Our current 12 month investment target for NovaGold is US$27 per share.  Considering the recent failed takeover attempt, 
securing only about 15% of NovaGold’s shares at US$16 per share, this suggests support for a lower trading level for the 
company’s stock.  Considering the milestones for 2007, including initiating construction at Galore Creek, production at Rock 
Creek, and potential for retaining 70% ownership at Donlin Creek, we believe the company’s stock price has good apprecia-
tion potential for the next twelve months. 
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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. 


