
NOVO RESOURCES CORP. 
INTERIM MD&A – QUARTERLY HIGHLIGHTS 

JULY 31, 2020 

This interim management discussion and analysis – quarterly highlights of Novo Resources Corp. (“Novo” or the 
“Company”) for the six-month period ended July 31, 2020 (the “Interim MD&A”) has been prepared as of September 
22, 2020. This Interim MD&A updates disclosure previously provided in Novo’s annual management’s discussion and 
analysis for the year ended January 31, 2020 (the “Annual MD&A”), up to the date of this Interim MD&A, and should 
be read in conjunction with the Company’s condensed interim consolidated financial statements for the six-month period 
ended July 31, 2020 (the “Interim Financial Statements”), the audited consolidated financial statements for the year 
ended January 31, 2020 (the “Audited Financial Statements”), and the Annual MD&A. 
 
The Interim Financial Statements have been prepared by management in accordance with International Financial 
Reporting Standards (“IFRS”), all amounts are expressed in Canadian dollars and all values are rounded to the nearest 
thousand dollars ($’000) unless otherwise noted. Additional information relating to the Company is available on SEDAR 
at www.sedar.com. 
 
Caution on Forward-Looking Information 
 
This Interim MD&A contains “forward-looking information” within the meaning of Canadian securities laws. 
Forward-looking information in this Interim MD&A includes, but is not limited to, information with respect to the 
impact of the novel coronavirus disease outbreak declared a pandemic by the World Health Organization on March 11, 
2020 (“COVID-19”) on the Company’s future cash flows; the value of certain Company assets, in particular the fair 
value of marketable securities held by the Company; the Company’s expected production from, and further 
potential of, the Company’s properties; the Company’s ability to raise additional funds; the future price of minerals, 
particularly gold; the estimation of mineral reserves and mineral resources; conclusions of economic evaluations; the 
realization of mineral reserve estimates; the timing and amount of estimated future production; costs of production; 
capital expenditures; success of exploration activities; mining or processing issues; currency exchange rates; 
government regulation of mining operations; and environmental risks. Estimates regarding the anticipated timing, 
amount and cost of exploration and development activities are based on assumptions underlying mineral resource 
estimates and the realization of such estimates. Capital and operating cost estimates are based on extensive research 
of the Company, purchase orders placed by the Company to date, recent estimates of exploration and development 
costs and other factors. Forward-looking information is characterized by words such as “plan”, “expect”, “budget”, 
“target”, “schedule”, “estimate”, “forecast”, “project”, “intend”, “believe”, “anticipate” and other similar words or 
statements that certain events or conditions “may”, “could”, “would”, “might”, or “will” occur or be achieved. Forward-
looking information is based on the opinions, assumptions and estimates of management considered reasonable at 
the date the statements are made, and are inherently subject to a variety of risks and uncertainties and other 
known and unknown factors that could cause the actual results, performance or achievements of the Company to be 
materially different from any future results, performance or achievements expressed or implied by the forward-
looking information. Such factors include: risks relating to the ongoing COVID-19 pandemic and measures 
intended to prevent its spread; the fluctuating price of gold; success of exploration, development and operations 
activities; health, safety and environmental risks; risks relating to foreign operations and expropriation or nationalization 
of exploration and development operations; variations in the estimation of mineral resources; uncertainty relating to 
mineral resources; the potential of development and cost overruns; risks relating to government regulation; the 
impact of Australian laws regarding foreign investment; access to additional capital; volatility in the market price 
of the Company’s securities; liquidity risk; risks relating to native title and Aboriginal heritage; risks relating to the 
development of new exploration assets; the availability of adequate infrastructure; the availability of adequate energy 
sources; seasonality and unanticipated weather conditions; limitations on insurance coverage; the prevalence of 
competition within the exploration and mining industry; currency exchange rates (such as the United States dollar and 
the Australian dollar versus the Canadian dollar); risks associated with foreign tax regimes; risks relating to potential 
litigation; risks relating to the dependence of the Company on outside parties and key management personnel; risks 
in the event of a potential conflict of interest; as well as those risk factors discussed or referred to herein and in 
the Company’s Annual MD&A under the Company’s profile on the SEDAR website at www.sedar.com. 
 
Although the Company has attempted to identify important factors that could cause actual actions, events or results 
to differ materially from those described in forward-looking information, there may be other factors that cause 
actions, events or results not to be anticipated, estimated or intended. There can be no assurance that forward-
looking information will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such information. The Company does not undertake any obligation to release publicly any revisions to 

http://www.sedar.com/
http://www.sedar.com/
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these forward-looking statements to reflect events or circumstances after the date hereof, to reflect the occurrence of 
unanticipated events, other than as required by applicable securities laws. The reader is cautioned not to place 
undue reliance on forward-looking information. The forward-looking information contained herein is presented for 
the purpose of assisting investors in understanding the Company’s expected financial and operational performance 
and results as at and for the periods ended on the dates presented in the Company’s plans and objectives and may 
not be appropriate for other purposes. 

 
Development Highlights 

On September 8, 2020, the Company announced that it had completed the acquisition of all of the outstanding shares 
of privately held Millennium Minerals Limited (“Millennium”) from IMC Resources Gold Holdings Pte Ltd, Heritas Capital 
Management (Australia) Pty Ltd, and IMC Resources Ltd (collectively, “IMC”) (the “Acquisition”) as initially announced 
on August 4, 2020. Millennium’s assets are located approximately 10 km south of Novo’s 100% controlled Beatons 
Creek conglomerate gold project (the “Beatons Creek Project”) in the Nullagine region, Shire of East Pilbara, Western 
Australia (see Figure 1 below) and include the requisite processing infrastructure to accelerate Novo’s planned 
transition to a producing gold company1.    

 
(Figure 1: Map of Novo’s and Millennium’s tenure.) 

Highlights: 

 
1 A decision by Novo to place the Beatons Creek Project into production following the completion of the Acquisition might be made without being based on a technical report, 
preliminary economic assessment, pre-feasibility study or feasibility study of mineral reserves demonstrating economic and technical viability, and, as a result, there may be an 
increased uncertainty of achieving any particular level of recovery of minerals or the cost of such recovery, including increased risks associated with developing a commercially 
mineable deposit. Historically, such projects have a much higher risk of economic and technical failure. It is further cautioned that the mineral resource is preliminary in nature and 
includes inferred resources that are considered too speculative geologically to have the economic considerations applied to them that would enable them to be categorized as 
mineral reserves. Mineral resources that are not mineral reserves do not have demonstrated economic viability.  
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- Near-term Gold Production: Fast-tracks Novo’s transition to becoming Australia’s next junior gold producer 
via production at its Beatons Creek Project. This will enable Novo to progress its broader organic exploration 
on its numerous other gold projects across the Company’s approximately 13,750 km2 Pilbara tenure (see 
Figure 2 below).  

- Infrastructure in Place to Leverage Beatons Creek Project: The Acquisition provides Novo with key 
processing infrastructure, including a 1.5 Mtpa processing plant, tailings storage facility, contract power station, 
administration offices, assay laboratory, and a 230 room camp (the “Millennium Assets”) (see Figure 3 below).  

- Significantly Reduced Timeline to Production: The Acquisition will substantially reduce the timeline that 
would otherwise be required to bring the Beatons Creek Project into production. 

- Solidifies Novo’s Tier 1 Jurisdiction Exposure: Western Australia is the top-ranked globally recognized 
mining jurisdiction, according to the Fraser Institute2. Novo’s key focus is in the Pilbara Region of Western 
Australia, hosting extensive natural resources, operations and infrastructure. 

- Limited Dilution, Strong Balance Sheet: The Acquisition will result in modest equity dilution of approximately 
15%, an exceptional outcome for an exploration company planning on transitioning to producer status. 
 

 

(Figure 2: Map of Novo’s and Millennium’s Pilbara tenure.) 

 
2 Source - https://www.fraserinstitute.org/sites/default/files/annual-survey-of-mining-companies-2019.pdf 

 

https://www.fraserinstitute.org/sites/default/files/annual-survey-of-mining-companies-2019.pdf
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(Figure 3: Nullagine processing facility.) 

Combining Millennium Infrastructure and the Beatons Creek Project 

The Millennium Assets are integral to Novo’s path to production, commencing with Novo’s 100%-owned Beatons Creek 
Project, which contains indicated mineral resources comprising 6.6 million tonnes at 2.1 g/t for 457,000 oz contained 
gold, with additional inferred mineral resources of 4.3 million tonnes at 3.2 g/t for 446,000 oz contained gold (refer to 
the resource summary table attached as Figure 4 to this news release and a technical report prepared pursuant to 
National Instrument 43-101 entitled “NI 43-101 Technical Report, Mineral Resource Update, Beatons Creek 
Conglomerate Gold Project, Pilbara Region, Western Australia” with an effective date of February 28, 2019 and an 
issue date of May 13, 2019 (the “Beatons Creek Technical Report”). The Beatons Creek Technical Report was prepared 
by Dr. Simon C. Dominy (FAusIMM (CPGeo)) of Surrey, UK and Dr. Quinton T. Hennigh (P.Geo.) of Longmont, 
USA.  Dr. Dominy and Dr. Hennigh are qualified persons as defined under NI 43-101. The 2019 Technical Report is 
available under the Company’s profile on the System for Electronic Document Analysis and Retrieval (“SEDAR”) 
website at www.sedar.com (filing date: May 13, 2019) and on the Company’s website at www.novoresources.com).  

Between commissioning in 2012 and being placed onto care and maintenance in 2019, the Millennium Assets 
supported historical production of 536,000 ounces of gold. Given an average throughput of 1.88 Mtpa over the past 
five years, the Nullagine gravity-CIL plant has the throughput capacity to treat mineralization from the Beatons Creek 
Project. Over the past several years, Novo has undertaken multiple metallurgical studies that indicated strong gravity 
and CN gold recoveries from both oxide and fresh Beatons Creek Project mineralization, thus making these compatible 
with the Nullagine milling circuit. Higher gravity recoverable gold will be achievable with minor modifications to the 
current gravity circuit.  

Millennium’s administration buildings and 230 room camp facilities provide capacity for Novo to operate at Nullagine. 
Nullagine is a two hours’ drive north of the major iron ore mining centre of Newman with a full-service airport with 
multiple flights from and to Perth every day. 

Additionally, Millennium’s assets include approximately 291 km2 of highly prospective mineral tenure covering much of 
the Middle Creek line and parts of the Blue Spec line, two structural corridors within the Mosquito Creek basin, host to 
numerous orogenic lode gold deposits. Millennium mined the oxide cap to many of these deposits between 2012 and 
2019. Significant fresh mineralization remains, but Novo has not included this material in its future plans at this time.  

http://www.sedar.com/
http://www.novoresources.com/
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The Company intends to tender processing facility refurbishment works and major mining contracts in Q3 2020, recruit 
a capable workforce and commence critical systems developments and upgrades, grade control drilling on the Beatons 
Creek Project, and processing facility commissioning in Q4 2020, and commence mining in Q1 2021. Processing facility 
refurbishment works are scheduled to continue between Q3 2020 and Q1 2021. The Concurrent Financing (as defined 
below) will provide the Company with sufficient capital to ensure completion of this work. 

Acquisition Summary 

Pursuant to the agreements signed with IMC (the “Agreements”), Novo acquired all of the outstanding ordinary shares 

of Millennium on a cash and debt free basis (except as described below) in exchange for the issuance to IMC of 

17,706,856 Novo units (each a “Consideration Unit”) at a deemed price of $3.25 per Consideration Unit for aggregate 

consideration of $57,547,000 (approximately AUD $60,300,000). Each Consideration Unit is comprised of one 

Share  and one-half of one transferable Share purchase warrant (each a “Consideration Warrant”), with each whole 

Consideration Warrant entitling the holder to acquire one Share at a price of $4.40 until September 7, 2023 (the 

“Acquisition Consideration”).  

The Consideration Units issued to IMC, and the securities underlying the Consideration Units, are subject to statutory 

and TSX Venture Exchange hold periods expiring on January 8, 2021; a further contractual hold period will apply to 

half of the Consideration Units issued to IMC, increasing the hold period for those securities to 12 months.  

Novo has also agreed to pay to IMC deferred consideration in the form of a fee on future gold production equal 
to 2% of all gold revenue generated by Novo up to the later of cumulative gold production of 600,000 ounces 
or cumulative payments of AUD $20,000,000 having been made to IMC. 
 

On September 14, 2020, Millennium settled all debts owing to IMC by repaying a cash component of USD $43,700,000 

(AUD $60,000,000) and issuing 2,656,591 Units to IMC at a price of $3.25 per Unit (the “Debt Consideration”). Each 

Unit is comprised of one Share and one-half of one transferable Warrant, with each whole Warrant entitling the holder 

to acquire one Share at a price of $4.40 until September 14, 2023. 

The Units issued to IMC pursuant to the Debt Consideration are subject to statutory and TSX Venture Exchange hold 

periods expiring on January 14, 2021; in addition, a further contractual hold period will apply to half of the Units issued 

to IMC, increasing the hold period for those Units to 12 months.  

 
Acquisition Financing 

 
The Acquisition and repayment of the IMC secured debt is funded from a combination of debt and equity (collectively, 
the “Concurrent Financing”) including: 
 

• $50,975,000 brokered private placement of subscription receipts and $4,900,000 non-brokered private 
placement of subscription receipts (the “Offering”) 

• USD $60,000,000 secured credit facility (the “Sprott Facility”) from Sprott Private Resource Lending II 
(Collector), LP (“Sprott”). 

 
Private Placement of Subscription Receipts 
 
As an integral part of the Acquisition, Novo entered into an agreement with a syndicate of agents led by Clarus 
Securities Inc. and Stifel GMP (the “Agents”) for a marketed private placement of 17,192,379 subscription receipts (the 
“Subscription Receipts”) at a price of $3.25 per Subscription Receipt for gross proceeds of $55,875,000 which was 
placed in escrow and released immediately prior to closing of the Acquisition on September 9, 2020. 

 
The Subscription Receipts were issued pursuant to a subscription receipt agreement (the “Subscription Receipt 
Agreement”) entered into by the Company, the Agents, and Olympia Trust Company as subscription receipt agent. 
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Pursuant to the Subscription Receipt Agreement, the proceeds from the Offering except for 50% of the Agents’ cash 
commission and all of the Agents’ expenses (the “Escrowed Funds”) were held in escrow pending satisfaction of certain 
conditions including, amongst others, (a) the satisfaction or waiver of each of the conditions precedent to the Acquisition 
other than the completion of financings to raise the funds required to pay the cash portion of the purchase price for the 
Acquisition which will be completed concurrently with the release of the Escrowed Funds; and (b) the receipt of all 
required regulatory (including TSXV) approvals in connection with the Acquisition and the Offering (“Escrow Release 
Conditions”). If the Escrow Release Conditions had not been satisfied on or prior to 5:00 p.m. (Toronto time) on 
November 2, 2020 (the “Termination Time”), the holders of Subscription Receipts would have received a cash amount 
equal to the issue price of their Subscription Receipts and a proportionate amount of any interest that had been earned 
on the Escrowed Funds, and the Subscription Receipts will be null and void. 

 
Each Subscription Receipt will automatically be exchanged for one unit of Novo (an “Unit”), each Unit comprised of one 
common share of Novo (a “Share”) and one-half of one Share purchase warrant (a “Warrant”), with each whole Warrant 
entitling the holder thereof to acquire one Share at a price of $4.40 until August 27, 2023, on the date that is the earlier 
of: 

(i) the date that is three business days following the issuance by the British Columbia Securities 
Commission, as principal regulator, of a receipt (the “Final Receipt”) of the Qualifying Jurisdictions (as 
defined below) where the Subscription Receipts are sold, for a final short form prospectus qualifying 
the Units underlying the Subscription Receipts; and 

(ii) the date that is four months and one day following the date of closing of the Offering. 
 

The Company has agreed to use its commercially reasonable efforts to obtain a receipt from the applicable securities 
regulatory authorities for a (final) prospectus qualifying the distribution of the Shares and Warrants (as defined herein) 
issuable upon conversion of the Subscription Receipts (the “Qualifying Prospectus”) by 5:00 p.m. (Toronto time) on the 
date that is 90 days from the closing date of the Offering (the “Qualification Deadline”). In the event the Final Receipt 
is not obtained by the Qualification Deadline, the Units will be comprised of one Share and a whole Warrant (as opposed 
to one-half-of-one Warrant). 

 
Credit Facility 

 
In conjunction with the Acquisition, Novo has entered into a four-year credit facility with Sprott for an aggregate amount 

of USD $60,000,000. The funds are available in two tranches, with the first USD $35,000,000 (subject to a lender’s 

12.286% cash discount for net proceeds of USD $30,700,000) drawn down and the remaining USD $25,000,000 

(subject to a lender’s 2% cash discount) available to be drawn until March 31, 2021, at Novo’s sole discretion, upon 

delivery of a pre-feasibility study acceptable to Sprott on the Company’s Beatons Creek gold project and the satisfaction 

of certain other conditions. The facility will bear interest at 8% plus the greater of US 3-month LIBOR or 1%, and will 

be repayable in equal quarterly instalments commencing 24 months from closing. The Company has also paid to Clarus 

Securities Inc. and Stifel GMP a 4.5% cash fee on amounts drawn under the Sprott Facility totalling USD $1,575,000.  

In conjunction with the Sprott Facility, Sprott subscribed for 1,453,624 units (the “Sprott Units”) at a price of $3.25 per 

Sprott Unit for gross cash proceeds of $4,724,000 (approximately USD $3,600,000) (the “Sprott Private Placement”). 

Each Sprott Unit is comprised of one common share of Novo (each a “Share”) and one-half of one transferable Share 

purchase warrant (each a “Sprott Warrant”), with each whole Sprott Warrant entitling Sprott to acquire one Share at a 

price of $4.40 until September 9, 2023. The Sprott Units and their underlying securities are subject to a statutory four-

month hold period expiring on January 10, 2021.  
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Other Highlights 

On September 15, 2020, the Company reached first completion with respect to the Creasy transaction previously 
announced on June 15, 2020 (see Figure 4 below for a map of tenure relating to the Creasy transaction), and issued 
2,582,269 common shares at a fair value of $3.45 per share for gross consideration of $8,909,000. 

 
The Company will issue an additional 8,431 common shares to the Creasy Group upon receipt of Australian Foreign 
Investment Review Board approval of certain aspects of the Creasy transaction. 
 

Figure 4: CreasyTransaction tenure.) 

On September 21, 2020, the Company signed a binding terms sheet (the “Terms Sheet”) with Calidus to sell a portion 
of the Company’s Blue Spec project for gross cash consideration of AUD $19,500,000 ($18,779,000) (the “Cash 
Consideration”) (the “Calidus Transaction”). 

 
The Calidus Transaction is subject to the satisfaction of certain conditions precedent including Calidus arranging 
sufficient financing to pay the Cash Consideration, the execution of various deeds of assignment between the 
Company, Calidus, and relevant third parties along with customary regulatory approvals for transactions of this nature.  
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Calidus will pay an AUD $200,000 ($193,000) deposit to the Company within two business days which is non-
refundable should the Calidus Transaction not complete. The remaining AUD $19,300,000 ($18,586,000) Cash 
Consideration is due by November 30, 2020. 
 
On September 23, 2020, the Company was granted an option and an additional earn-in right to acquire an initial 50% 

interest in ASX-listed Kalamazoo Resources Limited’s (“Kalamazoo”) Queens gold project (the “Queens Project”) 

located in the Bendigo zone of Australia’s Victorian goldfields (collectively, the “Kalamazoo Transaction”) (please see 

Figure 5 below for a map of the Queens Project), with the possibility of an increase to an 80% interest, as described 

below. The Kalamazoo Transaction is subject to approval of the TSX Venture Exchange and other customary regulatory 

approvals for transactions of this nature.  

Novo will have a six-month period (the “Initial Period”) to conduct due diligence on the Queens Project by issuing to 

Kalamazoo 24,883 common shares of the Company (the “Initial Shares”) which will be subject to a statutory hold period 

of four months from the date of issuance. At any time during the Initial Period, Novo will have the right to exercise its 

option (the “Option”) to earn a 50% interest in the Queens Project by issuing A$2 million-worth of common shares of 

the Company to Kalamazoo at a deemed price per share equal to the volume-weighted average closing price of the 

Company’s common shares for the five trading days immediately prior to Novo’s exercise of the Option (the “Option 

Shares”). The Option Shares will also be subject to a statutory hold period of four months from the date of issuance.  

If Novo exercises the Option, it will have the right to earn an additional 20% interest in the Queens Project and form a 

joint venture with Kalamazoo by incurring AUD $5 million in exploration expenditure (the “Earn-In Amount”) over a five-

year period (the “Earn-In Period”), as to a minimum of AUD $250,000 during the first year, AUD $1,000,000 during 

each of the second, third, and fourth years, and AUD $1,750,000 during the fifth and final year of the Earn-In Period. 

Any expenditure incurred during any year of the Earn-In Period which surpasses the minimum required amount will be 

credited against the subsequent year’s commitment.  

If Novo satisfies the Earn-In Amount by the expiry of the Earn-In Period, it will have 30 days to elect to either (i) earn 

an additional 10% in the Queens Project by delivering a preliminary economic assessment (the “PEA”) which must 

include a minimum 1 million ounces of gold of which at least 60% must be comprised of indicated mineral resources 

within three years of the Company’s election (the “PEA Conditions”), or (ii) maintain its 70% interest in the Queens 

Project. If the Company elects to maintain its 70% interest in the Queens Project, Kalamazoo must elect to either (i) 

contribute to 30% of exploration expenditure, or (ii) automatically convert to a 2% net smelter returns gold royalty. 

If the Company elects to complete the PEA but fails to satisfy the PEA Conditions, Novo will retain a 70% interest in 

the Queens Project and Kalamazoo can elect to contribute to 30% of exploration expenditure or dilute at a rate of 1% 

for every AUD$100,000 not contributed. If Kalamazoo’s interest dilutes below 10%, Kalamazoo’s interest will 

automatically convert to a 2% net smelter returns gold royalty. 

If Novo does not satisfy the Earn-In Amount during the Earn-In Period, Novo’s interest in the Queens Project will 

decrease to 49%.  

Queens Project Description 

The Queens Project encircles the core of ASX-listed GBM Resources Limited’s Malmsbury gold field and covers 

multiple structural extensions of the primary lode Au deposits of this important high-grade gold camp. The Malmsbury 

gold field is situated in the eastern part of the prolific Bendigo Zone approximately 55 km south of Kirkland Lake’s high-

grade Fosterville mine. Given the similar geologic setting of Malmsbury and its history of high-grade gold production, 

Novo thinks Malmsbury has potential to host similar mineralization to that at Fosterville. Novo holds an option to 



NOVO RESOURCES CORP. 
INTERIM MD&A – QUARTERLY HIGHLIGHTS 

JULY 31, 2020 

9 
 

purchase-joint venture the Malmsbury Project with GBM Resources Ltd. With the addition of the Queens Project, the 

Company holds an interest in the entirety of the Malmsbury gold field. 

 

(Figure 5: Map showing Kalamazoo’s Queens Project in relation to GBM Resources Limited’s Malmsbury Project.) 
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COVID-19 

 
The Company has not experienced a significant impact to its business to date despite the COVID-19 pandemic. 
Exploration activities have recommenced on the Company’s mineral properties after a 1.5 month hiatus to ensure the 
safety of the Company’s employees and contractors. The outbreak and the response of governments in dealing with 
the pandemic, however, is still affecting general activity levels within the community and the economy. The scale and 
duration of these developments remain uncertain as at the date of this report, but they may have an impact on the 
Company’s future cash flows. The Company notes that travel options for site-based staff are limited but the Company 
has plans in place to manage intermittent travel disruptions and continue exploration activities while maintaining the 
safety of its staff, including the use of cost-effective charter flights to and from Nullagine. 

It is not possible at this time to estimate the impact of the outbreak’s near-term and longer-term effects or governments’ 
varying efforts to combat the outbreak and support businesses. 

During the brief exploration hiatus, the Company’s staff worked diligently to collate and interpret data from its vast 
tenement holdings. The Company plans to use these data interpretations to guide the 2020 exploration program. 

Dr. Quinton Hennigh, P. Geo., the Company’s President, Chairman, and a Director, and a qualified person as defined 
by National Instrument 43-101, has approved the technical contents of this Interim MD&A. 

FINANCIAL POSITION AND LIQUIDITY 
 
Review of Financial Results 
 

 
Overall, net loss for the period reflected an increase in general business activities which support the Company’s 

expanding program to bulk sample the most prospective areas of its extensive 14,000km2 landholdings.  Share-based 

payments, wages and salaries, Sumitomo liability change in fair value and unrealized gain on marketable securities 

were the major components that caused variances in net losses from quarter to quarter. 

During the quarter ended July 31, 2020, the major expenses of the Company were accounting and audit fees, consulting 

services, insurance expenses, legal fees, meal and travel expenses, office and general expenses, transfer agent and 

filing fees, wages and salaries and the lease interest expenses totaling $2,880,000 (July 31, 2019 - $1,388,000). In 

addition, non-cash share-based payments expenses of $2,038,000 (July 31, 2019 - $619,000) were incurred during the 

quarter ended July 31, 2020. Share-based payment expenses increased because of the new batch of share options 

issued in January 2020.  

 2nd 

Quarter  

2020 

July 31, 

2020 

1st      

Quarter  

2021 

April 30, 

2020 

4th     

Quarter  

2020 

January 31, 

2020 

3rd   

Quarter  

2020 

October 31, 

2019 

2nd 

Quarter  

2020 

July 31, 

2019 

1st 

Quarter  

2020 

April 30, 

2019 

4th 

Quarter  

2019 

January 31, 

2019 

3rd 

Quarter  

2019 

October 

31, 

2018 

Revenue - - - - - - - - 

Net Loss $’000 

 

(3,824) (3,927) (5,952) (2,249) (934) (2,827) (2,526) (4,259) 

Basic and 

Diluted 

Loss Per Share 

 

($0.02) ($0.02) ($0.03) ($0.01) ($0.01) ($0.02) ($0.02) ($0.03) 



NOVO RESOURCES CORP. 
INTERIM MD&A – QUARTERLY HIGHLIGHTS 

JULY 31, 2020 

11 
 

During the quarter ended July 31, 2020, operating expenses were offset by non-operating items such as interest and 

other income, unrealized gain on marketable securities and foreign exchange of $2,014,000 (July 31, 2019 – $206,000) 

and increased by a deferred consideration accretion expense and recognition of the share of loss of associate of 

$141,000 (July 31, 2019 - $19,000). 

Operating Activities 
 
Cash used in operating activities during the six-month period ended July 31, 2020 was $378,000 (July 31, 2019 –

$1,644,000). Material adjustments for non-cash items included impairment of the Company’s mineral property balance 

mostly due to the dissolution of the Artemis joint operation (see note 7 of the Company’s Interim Financial Statements), 

share-based payments, and impairment of mineral properties.  

Investing Activities 
 

Cash used by investing activities during the six-month period ended July 31, 2020, was $6,295,000 (July 31, 2019 – 

$12,620,000). The Company’s principal investing activity is the acquisition and exploration of its resource properties. 

During the quarter ended July 31, 2020, the Company incurred $6,365,000 (July 31, 2019 – $12,464,000) on its 

resource properties. Please see note 7 of the Company’s Interim Financial Statements for more details. 

 

Financing Activities 
 

Cash provided by financing activities during the six-month period ended July 31, 2020 was $3,514,000 (July 31, 2019 

- $15,272,000), which relates to cash received from stock option exercises and funding received from Sumitomo 

Corporation under the Egina farmin agreement. Please see note 7 of the Company’s Interim Financial Statements for 

more details. 

Cash Resources and Going Concern 
 
At July 31, 2020, the Company had cash of $25,551,000 and an additional $92,000 in short-term investments. Working 
capital as at July 31, 2020 was $12,230,000. To fully develop the Company’s mineral properties into large-scale mining 
operations with processing plants, the Company may have to raise additional cash or form strategic partnerships. 
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OPERATIONS 
 
Exploration and Evaluation Assets 

 

The Company’s exploration and evaluation assets are comprised of the following: 

 

 

 
 

 

 

 

 

 

US Region

Beatons 

Creek Tuscarora Comet Well Artemis Pioneer Farno McMahon

Granted 

tenements Total

$ $ $ $ $ $ $ $

Balance, January 31, 2020 46,452                    27                                             21,463                                                    17,531                                         629                                                14,430                                      5,702                             106,234            

Acquisition Costs - -                                381                                       4,859                             -                                    53                                1,773                   7,066                

Exploration Expenditures:

Field Work 884 -                                132                                       95                                  102                               1,818                           446                      3,477                

Fuel 8 -                                -                                            -                                     -                                    90                                6                          104                   

Geology 519 -                                3                                           1                                    26                                 79                                82                        710                   

Legal 3 -                                11                                         25                                  -                                    38                                26                        103                   

Meals & Travel 31 -                                8                                           5                                    13                                 182                              47                        286                   

Office and General 124 -                                1                                           (1)                                   (7)                                  43                                (52)                      108                   

Reports, Data and Analysis - -                                -                                            10                                  -                                    -                                  -                          10                     

Rock Samples 203 -                                16                                         8                                    2                                   209                              5                          443                   

Native Title 149 - -                                            4                                    12                                 47                                10                        222                   

Tenement Administration 85 -                                2                                           78                                  20                                 88                                387                      660                   

Foreign Exchange Difference 3,857                       -                                1,758                                    1,676                             64                                 1,363                           649                      9,367                

Option Payments Received -                                   (11)                            -                                            -                                     -                                    -                                  -                          (11)                   

Fuel Tax rebate (121)                          -                                                  -                                            -                                     -                                    -                                  -                          (121)                 

Artemis contribution -                                   -                                                  -                                            (81)                                 -                                    -                                  -                          (81)                   

Impairment -                                   -                                -                                            (1,545)                            -                                    -                                  (296)                    (1,841)              

5,742                       (11)                            1,931                                    275                                232                               3,957                           1,310                   13,436              

Balance, July 31, 2020 52,194             16                              23,775                                  22,665                           861                               18,440                         8,785                   126,736            

Karratha & Egina Region
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US Region

Tuscarora Comet Well Artemis Pioneer
Farno-McMahon 

(Egina)

Granted 

Tenements
Total

$'000 $'000 $'000 $'000 $'000 $'000 $'000

Balance, January 31, 2019 47,063 84 25,939 19,321 641 7,365 3,695 104,108

Acquisition Costs - - (248) - - 3,134 - 2,886

Exploration Expenditure:

Drilling 130 - 13 - - 345 - 488

Field Work 176 - 79 38 5 1,859 1,223 3,380

Fuel 26 - 17 - - 286 1 330

Geology 3,287 - 30 38 - 905 98 4,358

Legal 146 - 31 10 15 51 12 265

Meals & Travel 387 - 54 (16) - 919 411 1,755

Office and General 174 - 15 1 - 305 62 557

Reports, Data and Analysis 391 - 95 - 12 68 (54) 512

Rock Samples 1,036 - 451 28 - 393 244 2,152

Native Title 206 - - - 10 69 14 299
Tenement Administration 467 - - 37 4 88 523 1,119

Foreign Exchange Difference (4,487) 1 (2,239) (1,414) (58) (1,357) (527) (10,081)

Option Payments Received - (58)  - - - - (58)

Artemis contribution - - - (512) - - - (512)

Research and Development Refund - - (2,774) - - - - (2,774)

Impairment (2,550) - - - - - - (2,550)

(611) (57) (4,228) (1,790) (12) 3,931 2,007 (760)

Balance, January 31, 2020 46,452 27 21,463 17,531 629 14,430 5,702 106,234

Karratha and Egina RegionBeatons 

Creek 

Region

$'000
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ADDITIONAL DISCLOSURE 
 
Related Party Transactions 
 
Key Management Personnel Disclosures 

 
During the periods ended July 31, 2020 and 2019, the following amounts were incurred in the normal course of 
operations and were measured at the exchange value which represented the amount of consideration established and 
agreed to by the related parties: 
 

 

The Company pays its VP, Corporate Communications a cash consulting fee of $15,000 per month. Consulting services 

totaled $90,000 for the six-month period ended July 31, 2020 (July 31, 2019 - $90,000) and $45,000 for the quarter 

ended July 31, 2020 (July 31, 2019 - $45,000). 

The Company pays annual cash salaries to its Chairman/President/Director, Chief Executive Officer/Director, Chief 

Financial Officer/Corporate Secretary, and two independent directors. Details of these salary arrangements are outlined 

in the Company’s Form 51-102F6V Statement of Executive Compensation (most recently filed on SEDAR on July 30, 

2020). Wages and salaries for the aforementioned key management personnel and directors totaled $539,000 for the 

six-month period ended July 31, 2020 (July 31, 2019 – $557,000) and $269,000 for the quarter ended July 31, 2020 

(July 31, 2019 - $274,000). 

From time to time, the Company’s board of directors incentivizes the Company’s management, employees, and 
consultants by issuing incentive stock options. Amounts outlined in the table above represent such portion of the 
Company’s share-based payment expenses which relate to incentive stock options granted to the Company’s 
management and board of directors, namely the Chairman/President/Director, three independent directors, the Chief 
Executive Officer/Director, the Chief Financial Officer/Corporate Secretary, and the VP, Corporate Communications. 
The Company’s methodology for calculating the fair value of share-based payments is outlined in note 2 of the 
Company’s Annual Financials and the “share-based payments” section of the Company’s Annual MD&A. Share-based 
payments relating to these key management personnel and directors totaled $1,125,000 for the six-month period ended 
July 31, 2020 (July 31, 2019 - $387,000) and $376,000 for the quarter ended July 31, 2020 (July 31, 2019 - $197,000). 
 
Outstanding Share Data 
 
The Company is authorized to issue an unlimited number of common shares without par value (the “Common Shares”). 
All issued Common Shares are fully paid and non-assessable. As of September 22, 2020 the following Common Shares, 
warrants, and stock options were issued and outstanding: 
 

3 Months 

ended July 

31, 2020

$'000

3 Months 

ended July 

31, 2019

$'000

6 Months 

ended July 

31, 2020

$'000

6 Months 

ended July 

31, 2019

$'000

Consulting services paid to the Company's VP, Corporate Communications 45                    45                     90                    90                    

Wages and Salaries paid to the Company's Chairman 94                    91                     189                 183                 

Wages and Salaries paid to the Company's Chief Executive Officer 74                    73                     147                 147                 

Wages and Salareis paid to the Company's Chief Financial Officer 72                    71                     146                 140                 

Wages and salaries paid to the Company's independent directors 29                    39                     57                    87                    

Share-based payments relating to incentive stock options issued to the 

Company's Chief Executive Officer, Chief Financial Officer, VP, Corporate 

Communications and directors 376                  197                  1,125              387                 

690                  516                  1,754              1,034              
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 Number of Shares Exercise Price 

($) 

Expiry Date 

Common Shares 213,136,245 - - 

Stock Options 1,600,000 0.94 August 15, 2021 

Stock Options 1,750,000 0.95 June 5, 2022 

Stock Options 2,125,000 1.57 July 18, 2022 

Stock Options 2,125,000 7.70 October 20, 2022 

Stock Options 950,000 3.47 January 30, 2023 

Stock Options 410,000 4.60 June 5, 2023 

Stock Options 6,165,000 3.57 January 6, 2025 

Warrants 8,853,427 4.40 September 7, 2023 

Warrants 726,812 4.40 September 9, 2023 

Warrants 1,328,295 4.40 September 14, 2023 

Fully Diluted 239,169,779   

Subscription Receipts* 17,192,379 N/A N/A 

 
*convertible into one Share and one-half of one Warrant, or one Share and one Warrant, pending timing of Final Receipt as compared to the 
Qualification Deadline 

 
Additional Disclosure for Venture Issuers without Significant Revenue 
Additional disclosure concerning the Corporation’s general and administrative expenses and mineral property costs is 
provided in the Interim Financial Statements and related notes that are available under the Company’s profile on the 
SEDAR website www.sedar.com. 

Risk Factors 

The operations of the Company are subject to significant uncertainty due to the high-risk nature of its business, which 
is the exploration, development and operation of mining properties. The following risk factors could materially affect 
the Company’s financial condition and/or future operating results and could cause actual events to differ materially 
from those described in forward-looking statements relating to the Company. 

COVID-19 
 

The COVID-19 outbreak was declared a pandemic by the World Health Organization on March 11, 2020. 

Although the Company has not experienced a significant impact on its business to date, the outbreak and the response 
of various governments in dealing with the pandemic is interfering with general activity levels within the community, 
the economy and financial markets worldwide, including Novo’s operations and the operations of the companies in 
which Novo has invested. Restrictions on travel and the limited ability to have meetings with personnel, vendors and 

http://www.sedar.com/
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service providers is expected to have an adverse effect on the Company’s operations. The scale and duration of these 
developments remain uncertain as at the date of this Interim MD&A, but they may have an impact on the Company’s 
future cash flows. The Company notes that the value of certain assets, in particular the fair value of marketable 
securities recorded in the statement of financial position in the Company’s Interim Financial Statements and Audited 
Financial Statements, determined by reference to fair or market values at July 31, 2020 and January 31, 2020, 
respectively, may have materially changed by the date of this Interim MD&A.   
 
The COVID-19 pandemic has also caused, and is likely to continue to cause, severe economic, market and other 
disruptions worldwide. It is not possible to estimate the impact of the outbreak’s near-term and longer-term effects 
or governments’ varying efforts to combat the outbreak and support businesses. There can be no assurance that 
conditions in the global financial markets will not continue to deteriorate as a result of the pandemic, or that the 
Company’s access to capital and other sources of funding will not become constrained, all of which could adversely 
affect the availability and terms of any future financings the Company undertakes. 
 
Dependence on Future Financing 
 
The Company’s business plan calls for substantial investment and cost in connection with the exploration and 
development of the Egina, Beatons Creek, and Karratha Properties. There can be no assurance that the Company 
will have the funds required to make such expenditures or that those expenditures will prove profitable. Obtaining 
additional financing for the Egina, Beatons Creek, and Karratha Properties or other properties would be subject to a 
number of factors, including market prices for minerals, investor acceptance of the Company’s properties and investor 
sentiment. These factors may make the timing, amount, terms or conditions of additional financing unavailable to the 
Company. The most likely source of future funds presently available to the Company is through equity or debt 
financings. Any sale of share capital will result in dilution to existing shareholders. 
 
Dependence on Key Management Personnel 
 

The Company is dependent upon a number of key management personnel. The Company’s ability to manage its 
operating, development, exploration and financing activities will depend in large part on the efforts of these individuals. 
As the Company’s business grows, it will require additional key financial, administrative, mining, marketing and public 
relations personnel as well as additional staff for operations. The Company faces intense competition for qualified 
personnel, and there can be no assurance that the Company will be able to attract and retain such personnel. The 
loss of the services of one or more key employees or consultants or the failure to attract and retain new personnel 
could have a material adverse effect on the Company’s ability to manage and expand the Company’s business. 

Obligations as a Public Company  
 
The Company’s business is subject to evolving corporate governance and public disclosure regulations that may from 
time to time increase both the Company’s compliance costs and the risk of non-compliance, which could adversely 
impact the price of the Common Shares. 
 
The Company is subject to changing rules and regulations promulgated by a number of governmental and self-
regulated organizations, including, but not limited to, the TSXV, the International Accounting Standards Board, and the 
Securities Commissions having jurisdiction over the Company. These rules and regulations continue to evolve in scope 
and complexity creating many new requirements. The Company’s efforts to comply with legislation could result in 
increased general and administration expenses and a diversion of management time and attention from revenue-
generating activities to compliance activities.  
 
Acquisitions and Integration  
 
From time to time, the Company examines opportunities to acquire additional assets and businesses. Any acquisition 
that the Company may choose to complete may be of a significant size, may change the scale of the Company’s 
business and operations, and may expose the Company to new geographic, political, operating, financial and geological 
risks. The Company’s success in its acquisition activities depends on its ability to identify suitable acquisition 
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candidates, negotiate acceptable terms for any such acquisition, and integrate the acquired operations successfully 
with those of the Company. Any acquisitions would be accompanied by risks. For example, there may be a significant 
change in commodity prices after the Company has committed to complete the transaction and established the 
purchase price or exchange ratio; a material ore body may prove to be below expectations; the Company may have 
difficulty integrating and assimilating the operations and personnel of any acquired companies, realizing anticipated 
synergies and maximizing the financial and strategic position of the combined enterprise, and maintaining uniform 
standards, policies and controls across the organization; the integration of the acquired business or assets may disrupt 
the Company’s ongoing business and its relationships with employees, customers, suppliers and contractors; and the 
acquired business or assets may have unknown liabilities which may be significant. In the event that the Company 
chooses to raise debt capital to finance any such acquisition, the Company’s leverage will be increased. If the Company 
chooses to use equity as consideration for such acquisition, existing shareholders may experience dilution. 
Alternatively, the Company may choose to finance any such acquisition with its existing resources. There can be no 
assurance that the Company would be successful in overcoming these risks or any other problems encountered in 
connection with such acquisitions. 
 
Market Price of Securities 
 

Over the last several years, junior securities markets have experienced a high level of price and volume volatility, and 
the market price of securities of many resource companies have experienced wide fluctuations in price that have not 
necessarily been related to the operating performance, underlying asset values or prospects of such companies. 
Factors unrelated to the financial performance or prospects of the Company include macroeconomic developments 
locally and globally and market perceptions of the attractiveness of particular industries. There can be no assurance 
that continued fluctuations in mineral prices will not occur. 

As a result of any of these factors, the market price of the securities of the Company at any given point in time may 
not accurately reflect the Company’s long-term value. In the past, following periods of volatility in the market price of 
a company’s securities, shareholders have instituted class action securities litigation against those companies. Such 
litigation, if instituted, could result in substantial cost and diversion of management attention and resources, which 
could significantly harm profitability and the reputation of the Company. 

The Speculative Nature of the Exploration of Natural Resource Properties 
 

While the discovery of a commercially viable ore body may result in substantial rewards, few mineral properties that 
are explored are ultimately developed into producing mines. There is no assurance that any of the claims the Company 
will explore or acquire will contain commercially exploitable reserves of minerals. Exploration for natural resources is a 
speculative venture involving substantial risk. Even a combination of careful evaluation, experience and knowledge 
may not eliminate such risk. Hazards such as unusual or unexpected geological formations, formation pressures, fires, 
power outages, labour disruptions, flooding, cave-ins, landslides and the inability of the Company to obtain suitable 
machinery, equipment or labour are all risks involved with the conduct of exploration programs and the operation of 
mines. While appropriate precautions to mitigate these risks have been taken or are planned to be taken, operations 
are subject to hazards such as equipment failure or failure of structures which may result in environmental pollution 
and consequent liability. Even though the Company intends to maintain liability insurance in an amount which it 
considers adequate, the nature of these risks is such that liabilities might exceed policy limits, the liabilities and hazards 
might not be insurable or the Company might not elect to insure itself against such liabilities due to high premium costs 
or other reasons, in which event the Company could incur significant costs that could have a material adverse effect 
upon its financial condition. 
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Nature and Climatic Conditions  
 
The Company has properties located in Western Australia, Australia. Typically, the Western Australian’s tropical wet 
season is from the end of November to the end of March. During the wet season, the properties may be subject to 
unpredictable weather conditions such as cyclones, heavy rains, strong winds and flash flooding. The Company has 
undertaken several steps to minimize the effects of the wet season on its operations including planning exploration and 
mining activities around the wet season. Nonetheless, no assurance can be given that the unpredictable weather 
conditions will not adversely affect exploration activities. In particular, bulk sampling and exploration activities may be 
suspended due to poor ground conditions. 
 
Information Technology  
 
The Company is reliant on the continuous and uninterrupted operations of its information technology (“IT”) systems. 
User access and security of all IT systems are critical elements to the operations of the Company. The Company’s 
operations depend, in part, on how well the Company and its suppliers protect networks, equipment, IT systems and 
software against damage from a number of threats, including, but not limited to, cable cuts, damage to physical plants, 
natural disasters, terrorism, fire, power loss, hacking, computer viruses, vandalism and theft. The Company’s 
operations also depend on the timely maintenance, upgrade and replacement of networks, equipment, IT systems and 
software, as well as pre-emptive expenses to mitigate the risks of failures. Any IT failure pertaining to availability, access 
or system security could result in disruption for personnel and could adversely affect the reputation, operations or 
financial performance of the Company.  
 
The Company’s IT systems could be compromised by unauthorized parties attempting to extract business sensitive, 
confidential or personal information, corrupting information or disrupting business processes or by inadvertent or 
intentional actions on the part of the Company’s employees or vendors. A cyber security incident resulting in a security 
breach or failure to identify a security threat, could disrupt business and could result in the loss of business sensitive, 
confidential or personal information or other assets, as well as litigation, regulatory enforcement, violation of privacy 
and security laws and regulations and remediation costs.  
 
Although, to date, the Company has not experienced any material losses relating to cyber-attacks or other information 
security breaches, there can be no assurance that it will not incur such losses in the future. The Company’s risk and 
exposure to these matters cannot be fully mitigated because of, among other things, the evolving nature of these 
threats. As a result, cyber security and the continued development and enhancement of controls, processes and 
practices designed to protect systems, computers, software, data and networks from attack, damage or unauthorized 
access remain a priority. As cyber threats continue to evolve, the Company may be required to expend additional 
resources to continue to modify or enhance protective measures or to investigate and remediate any security 
vulnerabilities. 
 
Insurance and Uninsured Risks  
 
The Company’s business is subject to a number of risks and hazards generally, including: adverse environmental 
conditions; industrial accidents; unusual or unexpected geological conditions; ground failures; changes in the regulatory 
environment; and natural phenomena such as inclement weather conditions, floods and earthquakes. Such 
occurrences could result in damage to mineral properties, personal injury or death, environmental damage to the 
Company’s properties or the properties of others, monetary losses and possible legal liability.  
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The businesses and properties of the Company are insured against loss or damage, subject to a number of limitations 
and qualifications. Such insurance will not cover all the potential risks associated with an exploration company’s 
operations. The Company may also be unable to maintain insurance to cover these risks at economically feasible 
premiums. Insurance coverage may not continue to be available or may not be adequate to cover any resulting liability. 
Moreover, insurance against risks such as environmental pollution or other hazards as a result of exploration is not 
generally available to the Company or to other companies in the exploration industry on acceptable terms. The 
Company might also become subject to liability for pollution or other hazards that it may not be insured against or that 
the Company may elect not to insure against because of premium costs or other reasons. The Company may suffer a 
material adverse effect on its business, results of operations, and financial position if it incurs a material loss related to 
any significant event that is not covered, or adequately covered, by its insurance policies. 
 
Dependence on Principal Exploration Stage Projects  
 
The operations of the Company are currently dependent upon the Egina, Karratha, and Beatons Creek Projects. These 
projects may never develop into commercially viable ore bodies, which would have a material adverse effect on the 
Company’s potential mineral resource production, profitability, financial performance and results of operation.  
 
Previous Work on the Egina, Beatons Creek, and Karratha Properties May Give Rise to Environmental 
Liabilities 
 

There can be no assurance that historic (prior to the Company’s ownership) activities on the Egina, Beatons Creek, 
and Karratha Properties was conducted in full compliance with the various government and environmental regulations 
required under the Australian mining regime. To the extent that any of the activities were not in compliance with 
applicable environmental laws, regulations and permitting requirements, enforcement actions thereunder, including 
orders of regulatory or judicial authorities, may be taken against the Company as a result of its interest in the Egina, 
Beatons Creek, and Karratha Properties. Any such actions or orders may cause increases in expenses, capital 
expenditures or production costs or reduction in levels of production, or require abandonment or delays. 

Negative Operating Cashflow 
 
The Company has incurred losses since inception and expects to continue to incur losses as it proceeds with 
exploration and development of its mineral properties. The Company’s efforts to date have been focused on acquiring 
and exploring its mineral properties. These properties are in the exploration stage and do not have mineral reserves. 
The Company does not anticipate that it will earn any revenue from operations or other means unless and until at 
least one of its properties is placed into production or is sold to a third party. It is possible that neither of these events 
will occur. 
 
Uncertainty in Global Markets and Economic Conditions 
 
There remains considerable volatility in global markets and economic conditions together with the volatility in the price 
of gold. This continues to generate uncertainty for the mining sector worldwide and there has been a decrease in 
access to capital for exploration and development activities. 
 
As discussed above, the Company has and will continue to rely on the capital markets for necessary capital 
expenditures. As a result, the business, financial condition and operations of the Company could be adversely affected 
by: (i) continued disruption and volatility in financial markets; (ii) continued capital and liquidity concerns regarding 
financial institutions generally and hindering the Company’s counterparties specifically; (iii) limitations resulting from 
governmental action in an effort to stabilize or provide additional regulation of the financial system; or (iv) recessionary 
conditions that are deeper or last longer than currently anticipated. 
  



NOVO RESOURCES CORP. 
INTERIM MD&A – QUARTERLY HIGHLIGHTS 

JULY 31, 2020 

20 

 
Price of Gold 
 

The Company’s profitability and long-term viability depend, in large part, upon the market price of gold. Metal prices 
fluctuate widely and are affected by numerous factors beyond the Company’s control, including global and regional 
supply and demand for industrial products containing metals generally; changes in global or regional investment or 
consumption patterns; increased production due to new mine developments and improved mining and production 
methods; decreased production due to mine closures; interest rates and interest rate expectation; expectations with 
respect to the rate of inflation or deflation; currency rate fluctuations; availability and costs of metal substitutes; global 
or regional political or economic conditions; and sales by central banks, holders, speculators and other producers of 
metals in response to any of the above factors. 

There can be no assurance that metal prices will remain at current levels or that such prices will improve. A decrease 
in the market prices could adversely affect the profitability of the Company’s existing mines and projects as well as its 
ability to finance the exploration and development of additional properties, which would have a material adverse effect 
on the Company’s results of operations, cash flows and financial position. A decline in metal prices may require the 
Company to write-down mineral reserve and mineral resource estimates, which could result in material write-downs 
of investments in mining properties. Further, if revenue from metal sales declines, the Company may experience 
liquidity difficulties. Its cash flow from mining operations may be insufficient to meet its operating needs, and as a 
result the Company could be forced to discontinue production and could lose its interest in, or be forced to sell, some 
or all of its properties. 

Joint Ventures 
 
The Company is and will be subject to the risks normally associated with the conduct of joint ventures, which include 
disagreements as to how to develop, operate and finance a project, inequality of bargaining power, incompatible 
strategic and economic objectives and possible litigation between the participants regarding joint venture matters. 
These matters may have an adverse effect on the Company’s ability to realize the full economic benefits of its interest 
in the property that is the subject of a joint venture, which could affect its results of operations and financial condition 
as well as the price of the Company’s Common Shares.  
 
Permits 
 

The Company’s current and anticipated future operations, including further exploration and development activities and 
commencement of production on the Company’s properties, require permits from various governmental authorities. 
Delays or a failure to obtain such permits, or a failure to comply with the terms of any such permits, including the amount 
and timing of financial assurance obligations required, could have a material adverse impact on the Company. Any 
changes or delays to the Egina, Beatons Creek, and Karratha Properties will cause the Company additional expense. 
There can be no assurance that any such additional permits that the Company requires will be obtainable on reasonable 
terms, or at all. Further, there may be appeals of issued permits which may delay and/or prevent construction or 
operation during the appeal process and there can be no assurance that an appeal would be resolved in a timely 
manner or in the Company’s favour. 
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Danger of Exploration and Development Activities 
 
Exploration and development activities involve various types of risks and hazards, including: 

• environmental hazards; 

• industrial accidents; 

• metallurgical and other processing problems; 

• unusual or unexpected rock formations; 

• structural cave-ins or slides; 

• flooding and fires; and 

• periodic interruptions due to inclement or hazardous weather conditions. 

These risks could result in damage to, or destruction of, mineral properties or other properties; personal injury; 
environmental damage; delays in activities; monetary losses; and possible legal liability. The Company may not be able 
to obtain insurance to cover these risks at economically feasible premiums. Insurance against certain environmental 
risks, including potential liability for pollution or other hazards as a result of the disposal of waste products occurring 
from production, is not generally available to the Company or to other companies within the mining industry. The 
Company may suffer a material adverse impact on its business if it incurs losses related to any significant events that 
are not covered by its insurance policies. 

Exploration and Mining Tenements May be Subject to Forfeiture 
 

The Australian title registration system provides for application for forfeiture of exploration and mining licences where 
there is, or has been, non-compliance with the prescribed royalties, rents or expenditure conditions. Forfeiture may 
occur in one of a number of ways. A third party may file a plaint (an application for forfeiture) with the mining warden, 
who may (in the case of prospecting or miscellaneous licences) elect to forfeit the tenement or impose a fine not 
exceeding AUD $10,000 for non-compliance with expenditure conditions and not exceeding AUD $50,000 in any other 
case, or (in the case of exploration licences, mining and general purpose leases) make a recommendation to the 
Minister for Mines and Petroleum; Energy; Industrial Relations (the “Minister”) for or against forfeiture. 

In the latter case, the Minister may decide to forfeit the tenement, impose a fine not exceeding AUD $50,000 per 
tenement, or impose no penalty. A tenement may not be forfeited or recommended for forfeiture unless non-compliance 
is of sufficient gravity to justify forfeiture. Alternatively, the Minister may himself institute forfeiture measures where non-
compliance has occurred (or impose a fine not exceeding AUD $50,000 per tenement which, if unpaid, results in 
deemed forfeiture). 

Uncertainty in the Estimation of Mineral Reserves and Mineral Resources 
 

Mineral resources that are not mineral reserves do not have demonstrated economic viability. The Company’s publicly 
disclosed mineral resource figures are estimates only and no assurance can be given that the anticipated tonnages 
and grades will be achieved, that the indicated level of recovery will be realized or that mineral reserves will be mined 
or processed profitably. Actual mineral reserves may not conform to geological, metallurgical or other expectations, 
and the volume and grade of ore recovered may differ from estimated levels. There are numerous uncertainties 
inherent in estimating mineral reserves and mineral resources, including many factors beyond the Company’s control. 
Such estimation is a subjective process, and the accuracy of any mineral reserve or mineral resource estimate is a 
function of the quantity and quality of available data and of the assumptions made and judgments used in engineering 
and geological interpretation. Short-term operating factors relating to the mineral reserves, such as the need for orderly 
development of the ore bodies or the processing of new or different ore grades, may cause the mining operation to 
be unprofitable in any particular accounting period. In addition, there can be no assurance that gold recoveries in 
small scale laboratory tests will be duplicated in larger scale tests under on-site conditions or during production. Lower 
market prices, increased production costs, reduced recovery rates and other factors may result in a revision of its 
mineral reserve estimates from time to time or may render the Company’s mineral reserves uneconomic to exploit. 
Mineral reserve data is not indicative of future results of operations.  
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If the Company’s actual mineral reserves and mineral resources are less than current estimates or if the Company 
fails to develop its mineral resource base through the realization of identified mineralized potential, its results of 
operations or financial condition may be materially and adversely affected. Evaluation of mineral reserves and mineral 
resources occurs from time to time and estimates may change depending on further geological interpretation, drilling 
results and metal prices, which could have a negative effect on the Company’s operations. The category of inferred 
mineral resource is often the least reliable mineral resource category and is subject to the most variability. Due to the 
uncertainty which may attach to inferred mineral resources, there is no assurance that inferred mineral resources will 
be upgraded to proven mineral reserves and probable mineral reserves as a result of continued exploration. The 
Company regularly evaluates its mineral resources and it often determines the merits of increasing the reliability of its 
overall mineral resources. 

Government Regulation 
 

The Company’s business, mining operations and exploration and development activities are subject to extensive 
federal, territorial and local laws and regulations governing exploration, development, production, exports, taxes, 
labour standards, waste disposal, protection of the environment, reclamation, historic and cultural resource 
preservation, mine safety and occupational health, control of toxic substances, reporting and other matters. Although 
the Company believes that its exploration activities are currently carried out in accordance with all applicable rules 
and regulations, new rules and regulations may be enacted and existing rules and regulations may be applied in a 
manner that could limit or curtail production or development of the Company’s properties. Amendments to current 
laws and regulations governing the operations and activities of the Company or more stringent implementation thereof 
could have a material adverse effect on the Company’s business, financial condition and results of operations.  

Community Relations  
 
The Company’s relationships with the communities in which it operates and other stakeholders are critical to ensure 
the future success of its existing operations and the construction and development of its projects. There is an increasing 
level of public concern relating to the perceived effect of exploration activities on the environment and on communities 
impacted by such activities. Publicity adverse to the Company, its operations or extractive industries generally, could 
have an adverse effect on the Company and may impact relationships with the communities in which Novo operates 
and other stakeholders. While the Company is committed to operating in a socially responsible manner, there can be 
no assurance that its efforts in this respect will mitigate this potential risk. Further, damage to the Company’s reputation 
can be the result of the perceived or actual occurrence of any number of events, and could include any negative 
publicity, whether true or not. The increased usage of social media and other web-based tools used to generate, publish 
and discuss user-generated content and to connect with other users has made it increasingly easy for individuals and 
groups to communicate and share opinions and views in regards to the Company and its activities, whether true or not. 
While the Company strives to uphold and maintain a positive image and reputation, the Company does not ultimately 
have control over how it is perceived by others. Reputation loss may lead to increased challenges in developing, 
maintaining community relations and advancing its projects and decreased investor confidence, all of which may have 
a material adverse impact on the financial performance and growth of the Company. 
 
Native Title and Aboriginal Heritage 
 

Native title claims and Aboriginal heritage issues may affect the ability of the Company to pursue exploration, 
development and mining on Australian properties. The resolution of native title and Aboriginal heritage issues is an 
integral part of exploration and mining operations in Australia and the Company is committed to managing any issues 
that may arise effectively. However, in view of the inherent legal and factual uncertainties relating to such issues, no 
assurance can be given that material adverse consequences will not arise. 
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Competition 
 
The mining industry is intensely competitive in all of its phases and the Company competes with many companies 
possessing greater financial and technical resources than itself. Competition in the precious metals mining industry is 
primarily for mineral rich properties that can be developed and produced economically; the technical expertise to find, 
develop, and operate such properties; the labour to operate the properties; and the capital for the purpose of funding 
such properties. Many competitors not only explore for and mine precious metals, but also conduct refining and 
marketing operations on a global basis. Such competition may result in the Company being unable to acquire desired 
properties, to recruit or retain qualified employees or to acquire the capital necessary to fund its operations and 
develop its properties. Existing or future competition in the mining industry could materially adversely affect the 
Company’s prospects for mineral exploration and success in the future. 
Currency Fluctuations 
 

Currency fluctuations may affect the Company’s capital costs and the costs that the Company incurs at its operations. 
Gold is sold throughout the world based principally on a United States dollar price, but most of the Company’s 
operating and capital expenses are incurred in Australian and Canadian dollars. Changes in these foreign currencies 
could materially and adversely affect the Company’s profitability, results of operations and financial position. 

Litigation 
 

All industries, including the mining industry, are subject to legal claims, with and without merit. Legal proceedings may 
arise from time to time in the course of the Company’s business. Such litigation may be brought against the Company 
or one or more of its subsidiaries in the future from time to time or the Company or one or more of its subsidiaries may 
be subject to another form of litigation. Defense and settlement costs of legal claims can be substantial, even with 
respect to claims that have no merit. As of the date hereof, no claims have been brought against the Company, nor 
has the Company received an indication that any claims are forthcoming. However, due to the inherent uncertainty of 
the litigation process, should a claim be brought against the Company, the process of defending such claims could 
take away from management time and effort and the resolution of any particular legal proceeding to which the 
Company or one or more of its subsidiaries may become subject could have a material adverse effect on the 
Company’s financial position and results of operations. 

Enforcement of Civil Liabilities. 
 

Substantially all of the Company’s assets are located outside of Canada and certain of the directors and officers of the 
Company are or may be resident outside of Canada. As a result, it may be difficult or impossible to enforce judgments 
granted by a court in Canada against the assets of the Company or the Company’s directors and officers residing 
outside of Canada. 

No Cash Dividends on Common Shares. 
 
Shareholders should not anticipate receiving cash dividends on the Company’s Common Shares. The Company has 
never declared or paid any cash dividends or distributions on its Common Shares. It is currently expected that the 
Company will retain future earnings, if any, to support operations and to finance explorations and therefore not pay 
any cash dividends on its Common Shares in the foreseeable future. 
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Conflicts of Interest 
 
Certain of the directors and officers of the Company also serve as directors and/or officers of other companies involved 
in natural resource exploration and development and, consequently, there exists the possibility for such directors and 
officers to be in a position of conflict. The Company expects that any decision made by any of such directors and 
officers involving the Company will be made in accordance with their duties and obligations to deal fairly and in good 
faith with a view to the best interests of the Company and its shareholders, but there can be no assurance in this regard. 
In addition, each of the Company’s directors is required to declare and refrain from voting on any matter in which such 
directors may have a conflict of interest or which are governed by the procedures set forth in the Business Corporations 
Act (British Columbia) and any other applicable law. 
 


