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INVESTMENT POINTS  

 Current value is underpinned by risked NAV of C$0.90/share dominated by 
our modeled 30koz pa Beatons Creek gold production with an 8 yr LOM.  
Oxide tonnage upside could lift LOM to 15 years, increasing NAV to 
C$1.42/share. Move into feasibility, should decrease NAV risk discount 
toward an un-risked NAV of C$1.19 for 8 yr LOM. 

 Current resource of 420,000oz is 16% shallow oxide ore (c65koz), derived 
from drilling on less than 10% of mapped outcrop. A 9,000m drilling program 
just completed, focused on defining 4-5Mt of additional oxide ore along 
exposed reef, which could provide the extra c250koz required to underpin 5-
8 years of low cost production that could commence as soon as 2H16.  

 Pending successful drill results, feasibility should commence in 1Q15. 

 Resource grade of 1.47g/t is that of the diluted mineralized package, not the 
actual reefs, which are several times higher. Recent testing suggests 3-4g/t 
is readily achievable. This should be confirmed by the end of 4Q14. 

 Recently released metallurgical results from oxide ore have shown gravity 
recoveries in excess of 80%, suggesting high potential for a simple, low cost 
operation. 

 Proximity to historical and existing gold workings, with infrastructure in place 
suggests potential for low capex of as little as $15m for simple gravity plant. 

 The company currently has a cash balance of near to C$10m, and is fully 
funded to move Beatons Creek through feasibility and permitting. 

 Deep hole has just been completed, intersecting deeper sulphide extensions 
to known mineralization. Multi moz potential is possible. 

 Newmont owns 28%. A gamble on the upside. 
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NOVO RESOURCES CORP 
CNSX:NVO 

Newsflow to accelerate-near term production and exploration 
upside 

Share Price: C$0.82 Speculative Buy 

 
NVO’s EV of roughly C$44m, on the back of a 420,000oz low grade gold 
resource of 1.47g/t Au, might seem high. However a first pass, risked 
post-tax NPV of C$46m for a small oxide operation of 30koz pa at 
Beatons Creek could suggest an underpinning for the current valuation, 
leaving the upside to come. The strong level of market support implies 
a vote of confidence in NVO, with an uplift in the head grade to 3 g/t and 
the likelihood of an economic deposit being proven at Beatons Creek 
substantially priced in.  Following a recent RCR field visit, we see three 
mechanisms by which this support may be justified and the upside 
defined – lifting the resource grade, defining a path to low cost near term 
production, and demonstrating the huge resource potential of the 
region. A field program designed to address these factors has just been 
completed; positive newsflow may drive an uplift.  

  

EXPLORATION AND FINANCIAL FORECASTS 

 

Exploration and evaluation (A$m)

Corporate (A$m)

Exploration/(Expl.+ Corporate) (%)

Funding duration at current burn (years)

Shares on issue (pr end) (m shares)

Drilling - RC (m)

Drilling - Other/Diamond (m)

Land holding ('000 ha)

Tenement costs ($k per year)

Capital raisings (C$m)

Funding from JV partners (C$m)

Cash (C$m)

Cash backing (Cc/share)

Net asset backing (Cc/share)
Quarters refer to calendar year.

2015F

0.07 0.50 0.32 2.80 3.10

0.18 0.15 0.40 0.45 0.60

Year End January Jul-14a Sep-14F 2013a 2014F

9.7 3.5 14.7 2.8 1.5

8429 77 45 86

0 9,200 0 0 0

55.6 68.3 41.7 68.3 68.3

181 181 181 181 181

0 700 0 0 0

0.0 5.3 8.2 5.3 0.0

- - - - -

18.0 13.3 25.4 13.3 7.9

0 0 0 0 0

33.8 27.4 42.1 27.1 25.8

10.0 9.1 10.6 9.1 5.4

http://www.axiom-mining.com/
mailto:bradgeorge@rcresearch.com


EQUITY RESEARCH 

RCR DECEMBER 2014 Disclaimer & disclosure attached. Copyright© 2014 by RCR Pty Ltd. All rights reserved. 2 

 

Investment Comment: NVO is off 65% from its peak of March 
2014 of C$2.15/share.  However it is now entering a period of 
accelerated newsflow that has seen a substantial recovery from 
recent lows and should warrant further attention as a momentum 
play if its low cost potential can be demonstrated.  
 
Should the current drilling program be successful, the company 
would then in our view be well positioned to move into feasibility 
for an operation to produce over 30,000oz pa at a cash cost of less 
than US$700/oz.  This could lift the share price toward our un-
risked NAV of C$1.22/share, or further toward C$1.42/share if 
additional oxide resources can push the LOM beyond 8 years. 
 
The bigger picture however is the potential of the region.  NVO has 
focused on near term production, but several holes have already 
confirmed the extension of mineralization outside the resource 
envelope, and a deeper hole stepped out 3km is testing regional 
scale potential.  Should this be successful, the region then stands 
on the brink of becoming a major new gold camp, with NVO firmly 
in control.  Gold major Newmont invested C$20m for a 28% stake 
for a reason.  It will be watching closely. 

  
COMPANY COMMENT 
 

Overview: NVO was first listed via an IPO in Canada in June 
2010, originally as Galliard Resources Corp. It shifted focus to 
Western Australia in early 2011 when options were taken over two 
large projects (Nullagine and Marble Bar) in the Hamersley Basin 
through a number of JV’s. The project areas cover smaller sub-
basins with significant exposure of Fortescue Group sedimentary 
and volcanic rocks, deemed to be prospective for gold.  
 
Beatons Creek (Nullagine Project) 
NVO has just completed a drilling and trenching program aimed 
at enhancing the grade and recovery of its Beatons Creek Gold 
deposit at Nullagine so that it can be formally moved into 
feasibility in 1Q15.  The company’s focus is on the shallow oxide 
portion of the resource and areas of surrounding outcrop, with a 
stated target of defining 4-5Mt of oxide material at a grade of 
between 3-4g/t, several times higher than the published resource 
grade of 1.47g/t.  If successful, such a resource could then form 
the basis of a low cost, near term 1000-2000 tpd operation, 
producing roughly 30,000oz pa at a cash cost of less than 
$700/oz. 
 
NVO has recently released metallurgical results from bulk oxide 
samples, showing significantly higher grades than suggested by 
the resource, and gravity gold recoveries in excess of 80% from 
standard grinding.  Trenching and bulk sampling is continuing, 
which when coupled with a just completed 9,000m RC drilling 
program and modified sampling protocols, should add to these 
metallurgical results and allow formal feasibility to commence in 
1Q15.  The company is more than fully funded for this work. 
Expansion of the wider sulphide resource remains a second 
priority for the moment. However a deep hole completed almost 
3km outside the existing resource envelope has intersected 
interpreted reef extensions at a depth of 530m, suggesting the 
potential for significant lateral extension to the conglomerate reefs 
outcropping at Beatons Creek. Assays remain to be completed, 
however the resource potential could be enormous, although the 
economics would need to be demonstrated. 
 
Capital Structure – looking forward: The flagship Nullagine 
project is a reasonably straightforward earn-in JV with Millennium 
Minerals (ASX:MOY) with NOV fully funding to the end of 
feasibility, expected by 2H15. MOY would then be required to 
contribute on a pro-rata basis post feasibility, however it may 
dilute to a small NSR as it struggles with its own high cost 
operation nearby.  We have therefore taken the decision to 
examine Beatons Creek on a 100% equity basis, until the actual 
equity levels are settled.  The Marble Bar JV on the other hand is 
more complex, with a series of substantial share issues to be 
made to the Creasy Group in the event it progresses to 
completion, with a specific condition that the Australian operating 
subsidiary moves to an IPO. For the moment then we have 
chosen not to account for any significant share issues to the 
Creasy Group, as advancement of the JV would require 
significantly more tangible results than we have seen to date.  
BLEG surveys over the region have thus far not been successful 
in significantly advancing the prospectivity of the region and while 
some conglomerate reef has been identified, we take the view 
that restructuring of this JV may be required before it is settled.  
 
Valuation: NVO to date has focussed primarily on its Nullagine 
leases, specifically the Beatons Creek deposit and it remains to 
be seen if Marble Bar will duplicate that success.  Valuation then, 
for the moment is dominated by Nullagine. 
 
At its current share price, NOV has an enterprise value (EV) of 
roughly C$44m, equating to a value of approximately US$149/oz 
of resources on a 70% equity basis.  This would seem high from 
both a grade and tonnage perspective on first observation, 
however we feel the market is pricing in an uplift in the head grade 
to 3g/t and the definition of an additional 2Mt of shallow oxide ore, 
which we see as reasonable assumption at this point.  Of equal 
importance, is the potential for a mining operation to be 
established at very low capital cost. 

A first pass DCF calculation suggests a potential post tax NPV 
(5%) of a small operation at Beatons Creek to be of the order of 
C$66m un-risked, underpinning the current share price. On a 70% 
risked basis this value reduces to C$46m, however with cash on 
hand we calculate an adjusted NAV of C$0.88 per share, 
providing a tangible foundation to the current share price of 
C$0.82. De-risking the NPV could lift the NAV to C$1.22/share on 
our operating assumptions and an 8yr LOM.  To achieve this 
LOM, the company needs to define an additional 2Mt of shallow 
oxide ore at 3g/t, which we regard as low risk given the large 
extent of undrilled reef outcrop. Should recent drilling increase 
this tonnage further toward a total of 5Mt of oxide resources, a 
15yr LOM is possible, lifting our NPV based NAV to C$1.42 
risked, and C$1.97share unrisked. 
 
Following development of a simple oxide gravity operation, a 
second phase may involve exploitation of open pit sulphide 
resources, ultimately leading to a third phase of a major 
underground sulphide operation if sufficient resources are 
subsequently identified. However the nature of this deeper 
material is not yet sufficiently defined to allow operating 
parameters or a valuation to be reliably estimated.  But should 
assays from the just-completed deep drill hole show economic 
grades, we would then place a high likelihood of a multimillion oz 
sulphide resource being eventually delineated, and if the gold 
price holds firm, we would expect this to be viewed well by the 
market and the stock to be re-rated significantly on the basis of its 
control of a potential major new gold camp. 
 
The company has noted that it anticipates being able to complete 
feasibility and permitting by the end of 3Q15, with a cash balance 
of C$5.5m.  Should that be achieved, and given the anticipated 
low capital cost of the order of $15m, NVO could have multiple 
funding options that could allow the company to enter production 
with minimal dilution to the existing shareholders. 
 
Milestones to Come: The company is well advanced through a 
major technical program, with a stream of significant newsflow 
expected in coming weeks related to the advancement of Beatons 
Creek.  Shallow oxide resource drilling is complete and we would 
expect results from this to commence flowing to the market in 
January 2015, leading to an updated resource in 1Q15.  The 
deeper hole intersected thick reef packages at 530m, however 
grade needs to be confirmed, with these results expected later in 
January 2015. Subject to positive shallow drilling, feasibility is 
expected to commence in 1Q15, to be run in conjunction with the 
permitting process, both expected to be completed in late 3Q15. 
 
Marble Bar at this stage remains unknown, however given the 
high level of expenditure required on the leases, we would expect 
some guidance on the future of the JV before the end of this year. 
 
 
 
.   
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Nullagine Project (Beatons Creek): The company drilled over 
16,500m at Beatons Creek from late 2011, through 2012, 
publishing a 43-101 resource in early 2013.  It is now focused on 
greater delineation of the shallow oxide portion of that resource 
and extensions, and moving it into feasibility in 1Q15. 
 
In early 2013, the company announced an NI43-101 compliant 
resource at Beatons Creek of 8.9Mt @1.47g/t Au. The resource 
however is preliminary only and the company is working now to 
increase both tonnes and grade. 
 
Of the calculated resource, the company has indicated that 
some 16% (approx 65koz) was shallow oxide material within 20-
30m of surface. The company is looking to a total oxide resource 
of some 300koz to underpin a small operation, requiring an 
additional 2Mt of 3g/t ore be defined by the current drilling 
program.  Mapping and trenching has indicated considerable 
extensions to this shallow mineralisation along strike, and given 
the demonstrated continuity of the reefs we consider this to be 
low risk. A 9,000m RC drilling program has just been completed, 
with the stated objective of defining a total 3-5Mt of open pittable 
oxide ore at Beatons Creek and adjoining areas, at a grade in 
excess of 3g/t, forming a base for at least 5-8 years of low cost 
production. Ultimately, the resource remains open in several 
directions, suggesting upwards of 1.5Moz if extensions can be 
proven. 
 
A deep hole has just been completed 3km SW of the Beatons 
Creek resource envelope to test the regional extent of the gold 
bearing conglomerate reefs.  Thick packages of conglomerate 
reef were encountered between 530-550m, slightly deeper than 
expected, however the higher sulphide content (up to 20%) of 
these reefs are encouraging. One hole is insufficient to form a 
resource, but should economic grades be defined across this 
reef package the ultimate resource potential could then be at the 
multimillion oz level.  Assay results from this hole are expected 
in January 2014. 
 
Geology: NVO’s attention was drawn to the region by its gross 
similarity to the Witwatersrand Basin in South Africa.  Gold 
bearing conglomerate reefs had been historically identified but 
not mined in a significant way, with most industry attention 
directed toward the prolific Yilgarn Craton to the south.  The 
company’s first drilling program defined a resource on only 
roughly 10% of the prospective ground, but the reefs show 
evidence of considerable lateral extent that is yet to be drill 
tested. 
 
The Hamersley reefs defined at Nullagine are different to those 
in the Wits, being thicker, flat lying and showing a more energetic 
depositional environment.  In addition the region has been 
subject to much greater later erosion and thus the spectacular 
endowment of the Wits is unlikely to be repeated. However, the 
gross mechanisms would seem to have been in play, and being 
thicker and shallower dipping, the remnant reefs would likely 
lend themselves better to mechanisation and open pit mining in 
the early stages. 

 
Grade: Testing has identified that gold lies almost entirely within 
the matrix of the Beatons Creek conglomerate reefs, and is quite 
coarse.  Upwards of 90% of contained gold has been shown to 
be greater than 150 microns in size, which would have the 
impact of creating a “nugget effect” whereby the real grade is 
difficult to estimate from drilling due to the inconsistency of 
results from sampling error and poor recoveries. Grades in 
excess of 20g/t have been regularly encountered, but the 
resource impact of this has been supressed in the modelling 
process.  
 
In addition, the grade of the thin conglomerate reefs has been 
diluted by the use of a conservative 3m minimum mining width 
in the resource model;  in effect bulking out these reefs, with up 
to 1m of barren partings either side, potentially underestimating 
the actual grade by 70%. 
 
 
 

 
 
 
 

Both of these factors are a component of the conservative nature 
of the 43-101 process, especially at the Inferred level, in effect 
representing the lowest grade the resource could be, under worst 
case scenarios.  
 
With greater drilling definition, improved sampling, trenching and 
with a better understanding of the limitations and potential of 
selective mining techniques, it seems likely that head grades of 
3g/t should be anticipated. 
 
Processing/Metallurgy: The second important impact of the 
dominance of course gold within the reef matrix, is the potential 
for simple gravity extraction. The company has announced 
recently that metallurgical testing of bulk samples have shown that 
over 80% of contained gold is gravity recoverable at a moderate 
100 micron grind, with upwards of 50% recoverable even after a 
fine 2mm crush.   This opens the potential for reducing costs 
further by beneficiating at the fine crush stage to lift the grade into 
the secondary grinding phase, however this requires further work. 
 
These results suggest a high likelihood that gravity-only 
processing of the oxide portion of Beatons Creek may be feasible, 
lifting the likelihood of a relatively cheap operation, both in terms 
of capex and opex.  
 
Development Scenario: NVO has indicated that it is working 
toward completing feasibility and permitting of Beatons Creek by 
4Q15, and looks more than fully funded to do so.  Should this be 
achieved, given the simplicity of the gravity processing, and the 
location of Beatons Creek in an established mining area, it is 
possible a mining operation could be constructed quickly and be 
in operation by 2H16. 
 
Several key points remain to be confirmed, however NVO has 
stated that it will examine a mining scenario of somewhere 
between 1000-2000 tpd, from a shallow, low strip open cut mine 
and simple gravity extraction.  Later work would focus on 
underground options and sulphide ore, however this remains a 
secondary priority for the moment. 
 
We feel that on the basis of the information provided, Beatons 
Creek does seem amenable to being able to underpin a small to 
moderate 30,000oz pa operation, producing at a cash cost of less 
than $700/oz.  As importantly, the simplicity of the processing and 
mining, would suggest that such an operation could be 
constructed quickly at a start-up capital cost of potentially less 
than $15m – a positive in a difficult funding and gold price 
environment. 
 
On this basis, 3Mt of oxide ore, should be a sufficient for an 8yr 
LOM, however we would regard this as the base case, and could 
readily see 5Mt of ore defined, potentially pushing the LOM out to 
15 years, or seeing an increase in annual production.  Beyond this 
oxide operation, exploitation of substantial sulphide resources 
would need to be examined.  As a second phase, it is likely that 
reasonable tonnages of open pit sulphide ore could be defined to 
commence a sulphide operation, with a later transition into a larger 
underground operation if resources are defined. 
 
Newmont: Newmont retains a passive 28% stake in the company 
after investing close to C$20m. This investment offers no control, 
but does provide an effective blocking position and should be seen 
as a firm indication of their level of interest in the region and 
potential of the projects. Of key importance is Novo’s huge land 
holding and dominance of the most prospective terrain, offering 
Newmont a clear path forward should drilling results suggest a 
major new camp. A deposit such as Beatons Creek in its current 
form, is unlikely to be of interest of Newmont, however should the 
current deep drill hole to the SW of Beatons Creek show economic 
grades, that may change.  Being fully funded through feasibility, 
Newmont is able to maintain its equity position until the questions 
are answered. 
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KEY PROJECTS 
 

  Ownership/ JV Target Process Project   

Project Option Partner Type Route Status Location 

Nullagine 70% ASX:MOY Wits Gravity Adv Expl Aus(WA) 

Marble Bar 70% Creasy Wits na Early Expl. Aus(WA) 

           

 
 
REGIONAL LOCATION: Two large projects areas in Hamersley Basin of Western Australia. Extensive 
areas of Wits style reefs identified. 
 

 
Source: Novo Resources 

 

The land packages have been focused on two sub-basins 
within the wider Hamersley Basin, specifically the Nullagine 
Embayment and the Marble Bar Sub Basin.  The project 
holdings are such that the company largely controls what it 
considers to be the most prospective terrain, providing a firm 
strategic advantage should its theories prove to be correct.  
 

 

Note: NVO has focused on large areas of Fortescue Group 
volcanics and sediments, which are similar to the gold 
bearing geology of the prolific Witwatersrand Basin.  
Extensive areas of gold bearing conglomerates have been 
historically mapped in these two regions of the Hamersley 
but little major mining of these reefs has ever been 
undertaken, with most attention in Western Australia 
historically focussed further south in the Yilgarn Craton. 
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Base

Resource Base NAV Adjusted

Equity Val'n NAV Factor Value

(%) (US$/oz) (C$m) (%) (C$m)

Assumptions

LT Realised Gold Price : US$/oz 1200 1200 1000 1100 1300 1400

LT Exchange Rate: AUUSCANUS 0.90 0.90 0.90 0.90 0.90 0.90

Projects

Beatons Creek : NPV @ 5% 70% 121 66 70% 46 25 36 58 69

(Base case) (8 yr LOM)

Beatons Creek NPV @ 5%

(Potential Extension) (15 yr LOM) 70% 212 115 70% 80 46 63 97 114

Assets

Current Assets 10.30 10.30 10.30 10.30 10.30 10.30

Liabilities

-  Debt 0 0 0 0 0 0

-  Payables 0.7 0.7 0.7 0.7 0.7 0.7

NVO Net Assets  (8 yr LOM) 75.2 55.5 34.8 45.3 67.7 78.2

NVO Net Assets  (15 yr LOM) 124.4 90.0 55.1 72.6 106.9 123.7

Shares on issue (m) 61.8 61.8 61.8 61.8 61.8 61.8

Fully diluted shares (m) 63.3 63.3 63.3 63.3 63.3 63.3

Cash on Option Conversion 0.6 0.6 0.6 0.6 0.6 0.6

8 yr LOM

NVO Net Asset Value per share : C$/share 1.22 0.90 0.56 0.73 1.10 1.27

NVO Net Asset Value Diluted : C$/share dil 1.19 0.88 0.55 0.72 1.07 1.24

15 yr LOM

NVO Net Asset Value per share : C$/share 2.01 1.46 0.89 1.17 1.73 2.00

NVO Net Asset Value Diluted : C$/share dil 1.97 1.42 0.87 1.15 1.69 1.95

RESOURCE ESTIMATES

Gold Resource Grade Gold

Cutoff koz

Resource (M,I,I) Beatons 0.5g/t 422

RCR modelling assumptions Beatons 0.5g/t 338

(8yr and 15 yr LOM scenarios) 0.5g/t 482

MINING METHOD Open Pit

PROCESS METHOD Gravity Later sulphide option to be examined but not yet quantified

RESOURCE CONVERSION :% na

TONNAGE DILUTION :% na

GRADE UPLIFT :% na Possible beneficiation option, but not defined yet

BASE CASE ASSUMPTIONS

PRODUCTION RATE :mtpa 2.94 Total mined, assume 6:1  strip

AVERAGE HEAD GRADE - Au :g/t 3 To be proven, could be higher

HIGH GRADE :% na Probable high grade, but not well enough defined in drilling

RECOVERY - GOLD :% 80 Based on recent met tests - could be higher

GOLD PLANT CAPACITY :kozpa 30.0

CAPITAL COSTS - INITIAL DEVELOPMENT :C$m 15 Initial capital including central processing plant. Other infrastructure in place

ONGOING CAPITAL COSTS :C$mpa 1

OPERATING COSTS: :US$/oz 700.00 C1 Cash costs

TAX :% 30

ROYALTY :% 3

MINE LIFE :Years 8 But with option for extension to 15 if additonal 150,000oz discovered

COMMISSION PROJECT : 2016

These figures are preliminary in nature and are intended to provide only a general indication of project scale and economic robustness. Considerable 

refinement may result from subsequent studies and operation experience.

8.9 1.47

3.5 3.00

5.0 3.00

(C$m)

   BEATONS CREEK GOLD PROJECT ASSUMPTIONS (RCR estimates)

Tonnes

Mt g/t

Adjusted

Gold Price Sensitivity

NOVO RESOURCES CORP VALUATION (Q3 2014) 
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NULLAGINE PROJECT: (NVO earning 70% in JV with Millennium Minerals Ltd (ASX:MOY)) 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Source: Novo Resources  

Note:The project comprises twenty leases and applications, 
covering roughly 560km2 and controlling approximately half of 
the prospective Nullagine Embayment. 
 
Work thus far has concentrated near the town of Nullagine, 
adjacent to historical alluvial workings, and proximal to the local 
infrastructure (town, power, water etc) and other mining 
operations that may provide ore treatment options. 
 

 
 

 

The Beatons Creek resource lies only 8km by existing haul road 
from the Golden Eagle mine and 1.5Mt pa processing plant 
operated by its JV partner MOY.  This mill is near new, having 
been commissioned only in Sept 2012, but not fully utilised.   
 
Spare capacity, coupled with the high cash costs that MOY are 
currently experiencing (>A$1100/oz YTD14) might open the 
potential for a short cut to production by running higher grade 
Beatons Creek material through the mill.  

 
 

 

http://novoresources.com/graphics/large-versions/Nullagine_Tenements-large.jpg
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MARBLE BAR PROJECT: (NVO earning 70%, in JV with private Creasy Group) 
 

       
 
 

 
                                                                             
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Source: Novo Resources 

 
  

Note:The project lies to the north of the Nullagine project and 
has been selected to cover as much as possible of the Marble 
Bar sub-basement, a geological analogue of the Nullagine 
Embayment to the south. 
 
Little significant work has yet to be undertaken other than 
regional mapping and BLEG sampling.  Some small areas of 
conglomerate reef have been identified, however more 
sampling is required to determine if a major mineralised system 
is present.  The area is very large and thus the annual 
expenditure commitments would be significant and so we 
would expect the company to soon make decisions on work 
programs or land reductions. 
 

 
 
 

Gold bearing conglomerate reefs identified so far are 
somewhat thinner than those seen in Nullagine, and no 
delineation work has yet been undertaken.  
 
The JV with Creasy is complex and calls for substantial share 
payments to Creasy in lieu of past expenses, if and when the 
local operating subsidiary Conglomerate Gold Exploration Pty 
Ltd (CGE) moves to an IPO.  However, given the low level of 
work completed to date, and lack of significant results, for the 
moment we will not consider these dilutionary effects for the 
moment. 

 
 
 

http://novoresources.com/graphics/large-versions/Marble_Bar_Tenements-large.jpg
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Drilling focussed on shallow portion of Beatons Creek only covering 10% of outcrop 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Novo Resources 

 
 
  

Note:The conglomerate beds outcrop extensively in incised 
valleys and creeks within the area, extending under thin cover, 
demonstrating considerable lateral extent over roughly 10km2 
within the immediate vicinity of the deposit. 
 
Resource drilling however has thus far concentrated only on a 
small portion of the mapped outcrop, covering roughly 1km2 
immediately adjacent to historical alluvial workings and surface 
outcrop in order to move to a resource as quickly as possible. 
Significant upside remains, with the potential for the resource to 
be multiplied in size several times when further drilling is 
undertaken. 
 
A recent drilling program of some 9,000m is designed to target 
the shallow oxide portion of the existing Resource as well as the 
likely near surface oxide mineralisation to the North and 
Northeast, where extensive areas of outcropping reef have 
been mapped.  The company has stated that on the basis of 
previous mapping, drilling and costeaning, 3-4Mt of shallow 
material within 20m of surface can be defined by this program. 

 
 

 
 
 

The program has just completed and it is expected that assay 
results will begin to flow into the market later in December 
2014 or January 2015. 
 
In addition, NVO has just completed a deep drill hole, 3km SW 
of the existing Beatons Creek Resource to test the regional 
extent of the gold bearing conglomerates mapped and drilled 
around Beatons Creek.  The gold bearing conglomerates 
have thus far shown reasonable lateral continuity and this hole 
is designed to test the macro concept. 
 
The company has stated that pyritic conglomerate reefs, 
interpreted to be the distal equivalent of gold bearing reefs at 
Beatons Creek, were intersected between 530-550m. 
 
Samples are to be submitted for assay, with results expected 
in 1Q14. If these results show potentially economic grades, 
the implications would be very significant. One hole would not 
be sufficient to form a new Resource, but the demonstration 
of large scale continuation of the gold bearing reefs would be 
suggestive of a potentially major new gold camp. 
 

 
 
 

http://novoresources.com/graphics/large-versions/Surface-sampling-for-Jan-24-NR.jpg
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A deep diamond hole just drilled 3km to SW to test large scale extensions.  
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GRADE/TONNAGE CURVE  

 
 

 
 
  

Note:Although up to five separate reefs had been identified 
in Beatons Creek, most of the resource tonnage was 
contained in two that showed a considerable degree of 
lateral continuity.  However for the sake of modelling, three 
geological domains and 23 individual mineralised bodies 
were defined. 
 

. 
 
 
 

NVO has suggested this resource can be lifted into the 
Indicated category with some 3,710m of infill RC drilling, 
however that remains a second priority.  The company has 
stated that roughly 16% this resource is shallow oxide 
material, and it is this portion that is the primary subject of the 
current drilling program, along with the addition of similar 
shallow material along strike from the resource envelope. 
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Beatons Creek Resource Grade 
 
 

 
Source: Novo Resources 

 
 

  

Note:The Beatons Creek resource is comprised of a series of 
sub-horizontal to gently dipping gold bearing conglomerate 
reefs, varying in width from 0.4m to 5m, consolidating to a 
mineralised package over 30m thick. 
 
In general, reefs are gently dipping to the south west, but later 
faulting has added some complexity and resulted in three 
distinct domains being modelled for the resource. 
 
A 43-101 complaint resource was calculated at 8.9Mt @ 
1.47g/t for 420,600oz, using a 0.5g/t lower cut and a top cut 
of between 10-20g/t depending on the domain. 
 
Although up to five separate reefs had been identified in 
Beatons Creek, most of the resource tonnage was contained 
in two that showed a considerable degree of lateral continuity.  
However for the sake of modelling, three geological domains 
and 23 individual mineralised bodies were defined. 
 
As an inferred resource however, the consultants applied 
very conservative first pass economic parameters, chief of 
which was a minimum mining width of 3m vertical.  This is a 
very conservative figure as room and pillar underground 
mines are routinely less than 2m in height, however at the 
Inferred level of confidence, this conservatism is expected. 
 
 

 
 

 

The implication however, is an effective 1m dilution either side 
of the 1m gold bearing reefs, reducing the grade significantly.  
Better definition of these reefs, coupled with improved 
understanding of the mining method, should allow the grade 
to be lifted substantially. 
 
In addition to resource modelling, the gold is quite course in 
grain size (in places up to 90% is over 150 microns), and 
almost exclusively to be found within the matrix of the 
conglomerates rather than being evenly distributed 
throughout the rock.  This coarse gold, commonly creates a 
nugget effect that in turn can lead to an underestimate of 
grade due to sampling variance and a top cut being applied to 
results prior to resource modelling.   
 
Despite a low bulk resource grade, drilling assays regularly 
demonstrate significant thicknesses of high grade 
mineralisation, including bonanza grades over 50g/t, 
indicating the potential for Beatons Creek to be enhanced with 
further drilling and improved sampling. 
 
The 9,000m RC drilling program incorporated a specialised 
drilling bit and modified sampling and splitting protocol in an 
attempt to increase the accuracy of the drill results.  It remains 
to be seen if this will be successful, however by definition, the 
impact of nugget effect is generally to always underestimate 
the real grade, and so an uplift is expected. 

http://novoresources.com/graphics/large-versions/Cross-section-for-Jan-23-NR.jpg
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 Grade and Stripping Sensitivity (cost US$/oz) 
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3 $616 $696 $775 

3.5 $528 $596 $665 

 
Given the flat lying and discrete nature of the reefs, selective 
mining could be undertaken down to 1m or less, however this 
would be a more expensive process than standard mining 
and we have allowed C$7/t as a conservative estimate. 
 
On the basis of these assumptions, it is possible to devise a 
scenario of a small scale, low capex mining operation, 
capable of producing upwards of 30,000oz pa, at a cash cost 
of less than $700/oz.  The small size and relative simplicity of 
such an operation, could suggest a reasonably fast start up 
and short pay back of less than 12 months.  
 
These assumptions are speculative only, and subject to the 
results of feasibility work that the company is currently 
undertaking.  Mining and processing costs can be estimated 
from industry standards, however the primary variables that 
remain to be determined from the ongoing drilling program 
are head grade and stripping ratio.  We have presented a 
sensitivity analysis to these two variables, suggesting a 
cost/oz range from $528/oz to $931/oz.   
 
These questions are expected to become better defined in 
1Q15. 
 
Underground 
 
Should sufficient resources be subsequently defined over 
time, the company would then consider moving to a larger 
underground operation, mining the substantial tonnages of 
sulphide mineralisation that has been identified but not yet 
bought into the resource category. 
 
The Beatons Creek reefs, differ substantially to those in the 
Wits, by being thicker and flatter lying.   This could suggest 
the reefs are more readily amenable to modern mechanised 
mining techniques, in contrast to the labour intensive 
conventional mining that still dominate the Wits. 
 
The thickness of the reefs, the low dip and the competency of 
the hanging wall, would suggest the reefs could be readily 
developed by simple and cost effective room and pillar 
mining. 
 

These scenarios remain speculative at this stage, and will 
ultimately be the subject of future feasibility studies. 

 
Mining Scenario – Commence with cheap, shallow oxide ore, later move to sulphide and underground 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
RCR Cost Estimates - Indicative Scenario 
(assume 100% equity) 
 

Assumptions 
Beatons Creek   

Operating   

Plant Capacity tpd 1200  

Head Grade g/t 3.0  

Stripping Ratio X:1 6  

Recovery % 80%  

Costs   

Mining Cost C$/t $7.00  

Processing Cost C$/t $12.00  

Startup capital C$m' $8.00  

Financial   

Gold Price US$/oz $1,200  

CAN$/US$ 0.90  
Rough Operating 
Numbers (RCR)   

Tonnes Mined tpa   2,940,000  350 days 

Tonnes Milled tpa      420,000   

Oz produced        32,412   

Rough Opex   

Mining Cost pa C$'000 $20,580  

Milling Cost pa C$'000 $5,040  

Total Cost C$'000 $25,620  

C1 Cost per oz US$ $696  

   

Indicative Financials   

Revenue C$'000 $44,198  

Gross Profit C$'000 $18,578  

 
 
 
 
 
 

Open Pit 
 

The company has stated that its current work program is aimed 
at defining 3-5Mt of shallow oxide ore at a grade of 3-4g/t, 
sufficient to justify a 1000-2000tpd open pit mining operation, 
producing between 30,000-60,000oz pa.  This feasibility work 
is expected to be commenced in 1Q15. 
 
The geometry of the ore zones suggest a low ore to waste ratio 
of 6:1 could be maintained for some years if the outcropping 
reefs were mined along outcrop rather than pushing under 
cover.  Coupled with the project’s location adjacent to existing, 
albeit rudimentary, infrastructure, these factors would suggest 
the potential for a low capex and low operating cost mining 
operation. The potential to make use of the nearby Golden 
Eagle plant is purely speculation at this point, but could greatly 
enhance economics if it could be negotiated. 
 

On the basis of verbal guidance from NVO, we have 
considered the option of a 1200tpd off-the-shelf processing 
plant.  Such a plant would include two stage crushing/grinding 
to 6mm and 150microns, and a simple gravity extraction 
component.  Such a plant could likely be established on site for 
less than C$8m on best estimates, and be able to operate 
reliably within the vicinity of C$12/t. 
 

 
 
 
 

 
 

 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.unalmed.edu.co/rrodriguez/geologia/anatomy-of-a-mine/Anatomy of a Mine -- Production.htm&ei=XOpNVJn_BKapmgWm9ILABA&bvm=bv.77880786,d.dGY&psig=AFQjCNHnpnta5TNdexoZDiP-0C9A_JY5qw&ust=1414478765519278
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