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financing.  The key factors impacting our credit rating 
include the following: our market capitalization; the 
strength of our balance sheet, including the amount of 
net debt and our debt-to-equity ratio; our net cash flow, 
including cash generated by operating activities and 
expected capital expenditure requirements; the quantity 
of our gold reserves; and our geo-political risk profile. 
 
Off Balance Sheet Arrangements 
Financial Instruments 

We use a mixture of cash and long-term debt to maintain 
an efficient capital structure and ensure adequate 
liquidity exists to meet the cash needs of our business.  A 
discussion of our liquidity and capital structure can be 
found on pages 32 to 33.  We use interest rate contracts 
to mitigate interest rate risk that is implicit in our cash 

balances and outstanding long-term debt.  In the normal 
course of business, we are inherently exposed to 
currency and commodity price risk.  We use currency and 
commodity hedging instruments to mitigate these 
inherent business risks.  We also hold certain derivative 
instruments that do not qualify for hedge accounting 
treatment.  These non-hedge derivatives are described in 
note 20 to our Financial Statements.  For a discussion of 
certain risks and assumptions that relate to the use of 
derivatives, including market risk, market liquidity risk 
and credit risk, refer to notes 2 and 20 to our Financial 
Statements.  For a discussion of the methods used to 
value financial instruments, as well as any significant 
assumptions, refer to note 20 to our Financial 
Statements. 

 
Summary of Financial Instruments1 As at and for the year ended December 31, 2007 

Financial Instrument Principal/Notional 
Amount 

Associated Risks Amounts Recorded in Earnings Amounts 
Recorded in OCI 

Cash and equivalents $ 2,207 million • Interest rate 
• Credit 

$   138 million - 

Investments in available-
for-sale securities 

$ 142 million • Market $     71 million $      41 million 

Long-term debt $ 3,255 million • Interest rate $    113 million - 
Hedging instruments 
- currency contracts 

C $450 million 
A $4,518 million 

CLP 42 million 

• Market/liquidity $   190 million $    264 million 

Copper hedges 444 million lbs • Market/liquidity 
• Credit 

$  (32) million $       14 million 

Acquired Placer Dome Gold 
hedges 

 • Market/liquidity 
• Credit 

$       2 million $       15 million 

Hedging instruments – fuel 
and propane contracts 

4.5 million bbls • Market/liquidity 
• Credit 

$     29 million $      79 million 

Debt hedging instruments - 
interest rate contracts 

- • Market/liquidity 
• Credit 

- $    (17) million 

Cash hedging instruments – 
interest rate contracts 

- • Market/liquidity 
• Credit 

$    (3) million  - 

Non-hedge derivatives various • Market/liquidity 
• Credit 

$     41 million - 

 
1 Refer to pages 34 to 36 for information on gold and silver sales contracts. 

 
At December 31, 2006, Barrick’s Corporate Gold Sales 
Contracts totaled 2.5 million ounces.  In 2007, we 
reduced the Corporate Gold Sales Contract book to zero.  
 
Project Gold Sales Contracts 
In anticipation of building our projects, and in support of 
any related financing, we have 9.5 million1 ounces of 
existing gold sales contracts specifically allocated to 
these projects.  The allocation of these contracts will help 
reduce gold price risk at the projects and are expected to 
 

1 Includes floating spot-price gold contracts under which we are committed to 
deliver 1.7 million ounces of gold at spot prices less an average fixed-price 
adjustment of $456 per ounce. 

help secure financing for construction.  We expect that 
the allocation of these contracts will eliminate any 
requirement by lenders to add any incremental gold sales 
contracts in the future to support any financing 
requirements.  The contracting parties are bullion banks 
whose business includes entering into contracts to 
purchase gold from mining companies.  The terms of our 
gold and silver sales contracts enable us to deliver gold 
and silver whenever we choose over the primarily ten-
year term of the contracts.  The forward sales prices on 
our Project Gold Sales Contracts have not been fully 
fixed, and thus remain sensitive to long-term interest 
rates.  As part of our Master Trading Agreements 
(“MTAs”), Project Gold Sales Contracts are not subject to 
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any provisions regarding any financial go-ahead 
decisions with construction, or any possible delay or 
change in the project. 
 
Key Aspects of Project Gold Sales Contracts 

(as of December 31, 2007)  

Expected delivery dates.1 2011-2019, the approximate 
terms of expected financing 

Future estimated average realizable 
selling price2 $  435/ounce  
Mark-to-market value at December 
31, 2007 (millions) 3 $        (4,626)  
 
1 The contract termination dates are in 2017 in most cases, but we currently 

expect to deliver production against these contracts starting in 2011, subject to 
production commencing at certain projects which is dependant on the timing of 
receipt of approvals of the environmental impact assessments, as well as the 
resolution of other external issues, both of which are largely beyond our 
control. 

2 Upon delivery of production from 2011–2019, the term of expected financing.  
Approximate estimated value based on current market US dollar interest rates 
and on an average lease rate assumption of 0.75%. 

3 At a spot gold price of $834 per ounce and market interest rates.  Based on 
closing spot price of $913 per ounce on February 15, 2008, the mark-to-market 
liability is $(5,095).  

 

The allocation of gold sales contracts to projects 
involves:  (i) the identification of contracts in quantities 
and for terms that mitigate gold price risk for the project 
during the term of the expected financing (contracts 
were chosen where the existing termination dates are 
spread between the targeted first year of production and 
the expected retirement of financing for the project); and 
(ii) the eventual settlement of proceeds from these 
contracts for the benefit of production. 
 
Through allocation of these gold sales contracts to these 
projects, we reduce capital risk.  It protects the gold price 
during the term of the forecasted financing, while leaving 
the remaining reserves fully levered to spot gold prices. 
 
Under the Project Gold Sales Contracts, we have an 
obligation to deliver gold by the termination date 
(currently 2017 in most cases).  However, because we 
typically fix the price of gold under our gold sales 
contracts to a date that is earlier than the termination 
date of the contract (referred to as the “interim price-
setting date”), the actual realized price on the contract 
termination date depends upon the actual gold market 
forward premium (“contango”) between the interim 
price-setting date and the termination date.  Therefore, 
the $435/oz price estimate could change over time due 
to a number of factors, including, but not limited to:  US 
dollar interest rates, gold lease rates, spot gold prices 
and extensions of the termination date.  This price 
estimate, which is an average for the total Project Gold 
Sales Contract position, is not necessarily representative 
of the prices that may be realized for actual deliveries 

into gold sales contracts, in particular, if we choose to 
settle any gold sales contract in advance of the 
termination date (which we have the right to do at our 
discretion).  If we choose to accelerate gold deliveries, 
this would likely lead to reduced contango that would 
otherwise have built up over time (and therefore a lower 
realized price). 
 
Contango is typically closely correlated with the 
difference between US dollar interest rates and gold 
lease rates.  An increase or decrease in US dollar interest 
rates would generally lead to a corresponding increase or 
decrease in contango, and therefore an increase or 
decrease in the estimated future price of the contract at 
the termination date.  Furthermore, the greater the time 
period between the interim price-setting date and the 
termination date, the greater the sensitivity of the final 
realized price to US dollar interest rates. 
 
A short-term spike in gold lease rates would not have a 
material negative impact on us because we are not 
significantly exposed under our Project Gold Sales 
Contracts to short-term gold lease rate variations.  A 
prolonged rise in gold lease rates could result in lower 
contango (or negative contango, i.e. “backwardation”).  
Gold lease rates have historically tended to be low, and 
any spikes short-lived, because of the large amount of 
gold available for lending relative to demand. 
 
Fixed-Price Silver Sales Contracts 

(as of December 31, 2007)  
Millions of silver ounces 10.5 
Current termination date of silver sales 
contracts 2017 in most cases 
Average estimated realizable selling price at 
2017 termination date1 $   9.04 
Mark-to-market value at December 31, 20072 $    (80)  
 
1 Approximate estimated value based on current market contango of 2.50%.  

Accelerating silver deliveries could potentially lead to reduced contango that 
would otherwise have built up over time.  Barrick may choose to settle any 
silver sales contract in advance of this termination date at any time, at its 
discretion.  Historically, delivery has occurred in advance of the contractual 
termination date. 

2 At a spot silver price of $14.76 per ounce. 

 

We also have floating spot-price silver sales contracts 
under which we are committed to deliver 7.65 million 
ounces of silver over the next ten years at spot prices, 
less an average fixed-price adjustment, of $4.06 per 
ounce.  These floating spot–price contracts were 
previously fixed-price contracts, for which, under the 
price-setting mechanisms of the MTAs, we elected to 
receive a price based on the market silver spot price at 
the time of delivery, adjusted by the difference between 
the spot price and the contract price at the time of such 
election. 
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