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Disclosure Statement & Disclaimers 

General Considerations  

This presentation is for general informational purposes only, is not complete and does not constitute an agreement, offer, a 
solicitation of an offer, or any advice or recommendation to enter into or conclude any transaction (whether on the terms 
shown herein or otherwise). This presentation should not be construed as legal, tax, investment, financial or other advice. 
The views expressed in this presentation represent the opinions of Two Fish Management, LLC (“Two Fish”) and are 
based on publicly available information with respect to Barrick Gold Corporation (“Barrick”) and the other companies 
referred to herein. Two Fish recognizes that there may be confidential information in the possession of the companies 
discussed in this presentation that could lead such companies to disagree with Two Fish’s conclusions.  Certain financial 
information and data used herein have been derived or obtained from filings made with the Securities & Exchange 
Commission ("SEC") or other regulatory authorities and from other third party reports. Accounts managed by Two Fish 
currently have an economic interest in shares of Barrick. 
 

Two Fish has not sought or obtained consent from any third party to use any statements or information indicated herein as 
having been obtained or derived from statements made or published by third parties. Any such statements or information 
should not be viewed as indicating the support of such third party for the views expressed herein. Two Fish does not 
endorse third party estimates or research which are used in this presentation solely for illustrative purposes. No warranty is 
made that data or information, whether derived or obtained from filings made with the SEC or any other regulatory agency 
or from any third party, are accurate. Past performance is not an indication of future results.  
 

Neither Two Fish nor any of its affiliates shall be responsible or have any liability for any misinformation contained in any 
third party, SEC or other regulatory filing report. The figures presented in this presentation have not been audited by 
independent accountants.  There is no assurance or guarantee with respect to the prices at which any securities of Barrick 
will trade, and such securities may not trade at prices that may be implied herein. The estimates, projections, pro forma 
information and potential impact of the opportunities identified by Two Fish herein are based on assumptions that Two 
Fish believes to be reasonable as of the date of this presentation, but there can be no assurance or guarantee that actual 
results or performance of Barrick will not differ, and such differences may be material. This presentation does not 
recommend the purchase or sale of any security.  
 

Two Fish reserves the right to change any of its opinions expressed herein at any time as it deems appropriate. Two Fish 
disclaims any obligation to update the data, information or opinions contained in this presentation.  

2 



Disclosure Statement & Disclaimers (continued) 

Forward-Looking Statements  

This presentation contains forward-looking statements. Assumptions related to the foregoing involve judgments with 
respect to, among other things, future economic, competitive and market conditions and future business decisions, many 
of which are beyond the control of Two Fish. Although Two Fish believes that the assumptions underlying the projected 
results or forward-looking statements are reasonable as of the date of this presentation, any of the assumptions could be 
inaccurate and, therefore, there can be no assurance that the projected results or forward-looking statements included in 
this presentation will prove to be accurate. Two Fish will not undertake and specifically declines any obligation to 
disclose the results of any revisions that may be made to any projected results or forward-looking statements in this 
presentation.   
 

Not An Offer to Sell or a Solicitation of an Offer to Buy  

Under no circumstances is this presentation intended to be, nor should it be construed as, an offer to sell or a solicitation 
of an offer to buy any security. It is possible that there will be developments in the future that cause Two Fish from time 
to time to sell all or a portion of their holdings of Barrick in open market transactions or otherwise, buy additional 
shares, or trade in options or other derivative instruments relating to such shares. Consequently, Two Fish’s economic 
interest in Barrick may vary over time depending on various factors, with or without regard to Two Fish’s views of 
Barrick’s business, prospects or valuation, including without limitation, other investment opportunities available to Two 
Fish, conditions in the securities markets and general economic and industry conditions. Two Fish also reserves the 
right to change its intentions with respect to its investments in Barrick and take any actions with respect to investments 
in Barrick as it may deem appropriate.  
 

Concerning Intellectual Property  

All registered or unregistered service marks, trademarks and trade names referred to in this presentation are the property 
of their respective owners, and Two Fish use herein does not imply an affiliation with, or endorsement by, the owners of 
these service marks, trademarks and trade names. 
 

External Quotations 

For all external quotes cited in the presentation, the emphasis (indicated by italics, bold or underline font) is made by 
Two Fish.    
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Executive Summary 
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Barrick is materially undervalued due to: 

 

• A Board of Directors that has failed to establish the proper management 

incentives, lacks engineering and geology expertise, and is excessively 

compensated   

 

• Value-destroying capital allocation 

 

• Lack of strategic focus and a conglomerate discount 

 

• Poor operational execution 



Executive Summary (continued) 
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What is Two Fish suggesting specifically? 
 

Short-Term 
 

• Elect to the Board at least two new independent, highly qualified (including at least one mining engineer 

and geologist) directors with significant, relevant experience to review all strategic options 
 

• At least two of the five non-CEO, non-independent directors (i.e., W. Birchall, B. Mulroney, A. Munk, P. 

Munk and J. Thornton) should step down to make room for two new independent directors       
 

• Tie executive compensation to return on invested capital (ROIC), production growth per share and 

reserve growth per share, rather than Barrick’s current “growth” metrics that are not capital adjusted 

(e.g., total gold production and reserve replacement)    
 

Intermediate-Term / Long-Term 
 

• Refocus portfolio on North  & South America: 

• Spin-off or sell African Barrick (ABG.L), Australia Pacific and Global Copper business segments 

• Sell Non-Core Assets (e.g., Donlin Gold & Kabanga Nickel) 
 

• Capital Allocation Initiatives 

• Develop a sustainable gold mining business model as an alternative to gold bullion ownership 

• Repurchase shares and pay debt down as it matures 

• Consider listing a Nevada gold mining master limited partnership (MLP) 

• Avoids entity level taxation 

• Requires greater capital discipline to fund attractive distribution yields 
 

• Improve operational execution, which will be easier to implement in a more simplified business model 



Total Shareholder Returns: Consistent Underperformance 
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10-Year 5-Year 3-Year 1-Year

Barrick Gold (ABX) 2.0% -14.2% -22.9% -46.0%

London Fix Gold AM Price 14.1% 7.9% 4.5% -18.0%

(Under)  Performance (12.1)    (22.1)    (27.3)    (28.0)    

Gold Mining Peers 
(1)

8.7% -5.9% -16.8% -33.2%

(Under)  Performance (6.7)      (8.4)      (6.1)      (12.7)    

Proxy Peers 
(2)

7.8% -11.0% -13.7% -21.5%

(Under)  Performance (5.8)      (3.3)      (9.1)      (24.4)    

S&P 500 7.6% 8.3% 17.7% 25.0%

(Under)  Performance (5.6)      (22.5)    (40.6)    (71.0)    

Annualized Return Report

Source: Morningstar as of 7/31/2013 

 

Notes: 

(1) Gold Mining Peers include Agnico-Eagle Mines Limited, AngloGold Ashanti Ltd., Eldorado Gold Corp., Goldcorp, Iamgold Corp., Kinross Gold Corp., Newmont 

Mining Corp., Randgold Resources and Yamana Gold.  

(2) Proxy Peers are provided in Barrick's 2012 proxy statement. Xstrata plc was excluded because of data complexities due to its recent merger with Glencore. 
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Barrick’s Stock (ABX) is Materially Undervalued 
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• We believe the intrinsic value of  Barrick is $40-$50 per share based on comparable 

publicly traded gold mining assets. 
 

• Based on a normalized pricing relationship between bullion and gold mining equities, 

intrinsic value rises to over $70 per share. 
 

• We attribute the market’s substantial discount to Barrick’s weak governance, poor capital 

allocation, unfocused portfolio and project cost overruns. 

Note: Assumes a long-term AMEX Gold Bugs Index (HUI) to gold price ratio of 0.30x 



What is Barrick Today? 
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South America 

Global Copper 

North America 

Less: Net Debt  

Equity Value (2) 

African Barrick 

• $3.8 billion in EBITDA (ttm) 

• Low-cost Nevada mines  

• $1.6 billion in EBITDA (ttm) 

• Largest reserves and resources per mine 

• 4 operating mines represent highest cost region 

• All-in sustaining costs (AISC) of $1,550-$1,600/oz. 

 

• High cost assets located in Zambia, Saudi Arabia, Chile 

 

• Majority of debt maturing after 2023 

• Attractive after-tax cost of capital 

Intrinsic Value (1)  
(millions)  

Per Share Commentary / Highlights Segment 

Note 

(1) Intrinsic value is estimated by Two Fish.   

(2) Equity value does not include non-core assets such as the Barrick Energy royalty interest, Kabanga Nickel or Donlin Gold.  We have also excluded an explicit “corporate overhead” tax as general and 

administrative costs incurred at business unit offices ($222 million in 2012) are accounted for in segment EBITDA and our segment valuation estimates.  Corporate administration costs ($195 million in 2012) have 

not been accounted for as we believe these costs are both duplicative and excessive.   

192$        0.19$     

(12,977)$  (12.96)$  

Australia Pacific • High cost gold production with only 9 years of reserves 

13,133$   

33,943$   33.90$    

7,488$     7.48$     

44,160$   44.11$    

2,383$     2.38$     

13.12$    



Barrick Trades at a Significant Conglomerate Discount (in millions) 
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• Equity markets appear to be ascribing little or negative value to Barrick’s assets outside of North America, despite 

the North American business unit generating less than 50% of enterprise-wide EBITDA. 
 

• A break-up of Barrick Gold would likely result in an immediate 50%-100% valuation re-rating and release 

entrepreneurial forces within each business segment.   

Business Segment Comparable 
(1)

EBITDA (ttm) Multiple Valuation

North America GG 3,771$               9.0 33,943$     

South America AUY 1,628                 8.1 13,133       

Australia Pacific NCM.AX 1,432                 5.2 7,488         

Global Copper N/A 477                    5.0 2,383         

African Barrick ABG.L 205                    0.9 192            

Totals 7,512$               7.6 57,137$     

Less Debt (6/30/13) 15,793       

Add Back Cash (6/30/13) 
(2)

2,816         

Equity Value 44,160       

Shares Outstanding (6/30/13) 1,001         

Sum of Parts Value Per Share 
(3)

44.11$       

Market Capitalization 19,172       

Over / (Undervalued) (24,988)$   

Return to Fair Value 130.3%

Source: S&P Capital IQ, company filings and Two Fish  estimates 

Notes: 

(1) Comparable firm multiples for Goldcorp (GG), Yamana Gold (AUY) and Newcrest Mining (NCM.AX) have been applied to Barrick's trailing twelve month (ttm) EBITDA.  For conservatism, we have applied a 

lower multiple than GG's current observed EV/EBITDA (ttm) multiple of 12.6x to the North American business segment.  For Global Copper we applied a fixed 5x multiple (see slide 58 for additional Global Copper 

valuation support).  African Barrick's (ABG.L) EBITDA (ttm) multiple is derived from its current market capitalization.     

(2) Includes cash proceeds from Barrick Energy of $394 million subsequent to the second quarter.  

(3) Equity value does not include non-core assets such as the Barrick Energy royalty interest, Kabanga Nickel or Donlin Gold.  We have also excluded an explicit “corporate overhead” tax as general and administrative 

costs incurred at business unit offices ($222 million in 2012) are accounted for in segment EBITDA and our segment valuation estimates.  Corporate administration costs ($195 million in 2012) have not been 

accounted for as we believe these costs are both duplicative and excessive.   



Actions Required to Deliver Shareholder Value 
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Poor  

Execution 

Lack of  

Capital  

Discipline 

Governance  Failure 

• Peter Munk exerts disproportionate 

influence 

• Excessive compensation 

• “Deal-making” v. operational focus 

Conglomerate Discount 

• Market undervalues assets 

• Distracted management 

• No operational synergies 

Loss of Credibility 

• Pascua Lama delays and cost overruns 

• Resource nationalism (Pueblo Viejo) 

• Cost escalation 

Lowest Multiple in Peer Group 

• Value Destruction 

• Equinox acquisition 

• Pascua Lama 

• No net cash paid to shareholders over 

last 10 years 

Elect New Directors 

• Independent & 

experienced 

• At least 1 geologist & 1 

mining engineer 

Refocus via Divestitures 

• Evaluate spin offs  

• Consider asset sales 

Elevate Operations 

• Collaborate with local 

competitors 

• Defer Pascua Lama 

Halt Growth  

Capital Expenditures 

• Increase dividend 

• Share repurchases 

Board Lacks 

Independence & 

Mining Expertise 

Unfocused  

Portfolio 

Observation Action Required Why is it a problem? 
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Recommendations to Increase Shareholder Value 
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 Reform Corporate Governance & Elect Independent Directors   

   Slides 11 – 21 

 

 Instill Capital Allocation Discipline 

 

 Refocus Barrick’s Portfolio on North & South America 

 

 Improve Operational Execution  
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Is the Board Really Looking Out for Shareholders? 
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From 2007-2012, Barrick’s board of directors  and key executives have received $292 

million in compensation, whereas shareholders have paid $2,311 million into the company. 

Sources: Barrick Gold proxy statements and Morningstar 

Executive & Board  Compensation (2007-2012 ) 

+ $292 Million 

Dividends Received              +$2,674 

Less Stock Issued                        (4,985)  

Net Cash Paid to Shareholders  (2007-2012 )                        - $2,311 Million 
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Board has Failed to Align Compensation with Performance 
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Sources: Company filings and Morningstar 
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3 4 

1 Incentive Pay is Tied to “Growth”  

Instead of Per Share Value Creation 
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The Board’s misaligned incentive compensation structure has been tied primarily  to “growth” 

metrics as opposed to capital adjusted metrics (see slide 16). 

“The metric that the press usually focuses on is growth in revenues and profits.  It’s the increase in 

a company’s per share value, not growth in sales or earnings or employees, that offers the 

ultimate barometer of a CEO’s greatness.”  
The Outsiders – Eight Unconventional CEOs and Their Radically Rational Blueprint for Success 

The Board has a misguided view that growth in cash flow, production, reserves and 

resources drive share price performance, and they place no emphasis on any per share 

measures of these metrics.   
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Ineffective & Flawed Management Incentives 
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The Board is Mistaken 

EBITDA & Free Cash Flow measures without accounting for capital employed or 

shares outstanding is a flawed incentive structure.  Furthermore, adjusted measures 

provide a convenient way to justify compensation payments by excluding “one-time” 

items that are often recurring in nature.   

“Barrick also made a number of additional adjustments to its executive compensation program in 

line with the Company’s renewed focus on maximizing shareholder value through a disciplined 

approach to capital allocation to further strengthen the relationship between pay and 

performance and to further align Barrick’s programs with competitive practices.  These changes 

include:  Implementing adjusted free cash flow (Adjusted FCF) and adjusted earnings before 

interest, tax, depreciation and amortization (Adjusted EBITDA)…” 
-Barrick’s Management Proxy Circular – April 24, 2013 



2 

3 4 

1 

Barrick’s Performance Incentives Need to be Capital Adjusted 
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Recommended Metric 2012 Metric (1) 

Earnings Per Share 

(adjusted) 

Return on Invested Capital 

(ROIC) 

Operating Cash Flow 

(OCF) (adjusted) 

Free Cash Flow (FCF) 

 per share 

Gold Production 
Gold Production  

per share 

Comments 

EPS growth can occur despite 

deteriorating ROIC  

OCF not per share adjusted or 

factoring in capital expenditures 

Gold production does not 

account for equity dilution  

Copper Production 
Copper production 

per share 

Copper production does not 

account for equity dilution  

Exploration & 

Corporate Development 

Growth in Resources  

per share 

Exploration efforts must be 

capital cost adjusted 

Reserve replacement in the 

aggregate does not create value 
Reserve Replacement / 

Organic Reserves 

Growth in Reserves  

per share 

Note: 

(1) Barrick’s Management Proxy Circular  - April 24, 2013 – Annual Performance Incentive Scorecard  
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Board Compensation is Excessive 
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"At a time when shareholders have suffered underperformance, the total compensation to 

the Co-Chairman Thornton appears problematic without sufficiently justified rationale."  

 -Institutional Shareholder Services (ISS)  

April 2013 

"This compensation is inconsistent with the governance principle of pay-for-performance 

and is therefore disproportionate and sets a troubling precedent in Canadian capital 

markets.” 

 -Statement to Barrick from eight Canadian institutional investors (1) 

April 2013 

“More than 85% of Barrick’s shareholders signaled in a non-binding vote in April that 

they opposed a $17 million (U.S.) paycheck for the company’s new vice-chairman John 

Thornton and multimillion-dollar payments to company founder Peter Munk and 

director Brian Mulroney.” 

 -Jacquie McNish, The Globe & Mail Senior Writer  

June 2013 

Note: 

(1) The eight Canadian institutional investors include Alberta Investment Management Corporation, British Columbia Investment Management Corporation, Caisse de Dépôt et placement du Québec, 

Canada Pension Plan Investment Board, Hermes Equity Ownership Services, Ontario Municipal Employees Retirement System, Ontario Teachers’ Pension Plan, Public Sector Pension Investment Board. 
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Peter Munk – Focused on Global Empire Building 
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“Investors see him as the architect of…empire-building gone bad.”  
–Pawel Rajszel, Veritas Investment Research  

 April 2013 

“Company founder, Peter Munk, still exercises enormous influence over boardroom decisions 

despite the fact he currently holds only a small interest in the company.  Mr. Munk, 85, told 

shareholders at the company’s annual meeting in April that it was his proposal to pay Mr. Thornton, a 

former Goldman Sachs executive, a $12-million signing bonus to join Barrick last year.” 

 -Jacquie McNish, The Globe & Mail   

June 2013 

We believe shareholders are focused on cash returns, not subsidizing global ambitions. 

“I searched the world for a successor…I am delighted I found John. I am confident he will take Barrick 

to a new level as a global player.” 
-Peter Munk, Barrick Founder & Chairman  

April 2013 
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Barrick’s Board Lacks Independence & Operating Expertise 
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• Despite being the world's largest gold mining concern, not one geologist or mining engineer 

serves on the Board.  The reality of the gold mining business is that "mining" operations drive 

value creation, not "deal-making" by professional administrators.  
 

• The combined share ownership in the company is less than 0.3% of shares outstanding.   

Source: Barrick’s Management Proxy Circular-April 24, 2013 

Note:  

(1) Barrick's definition of independence is provided on pg. 16-17 of Barrick’s Management Proxy Circular-April 24, 2013. 

Director Background

Training / 

Occupation Shares Independent 
(1)

Geologist

Mining 

Engineer

Howard L. Beck Law Lawyer 169,144    Yes No No

William Birchall Real Estate Accountant 395,220    No No No

Donald J. Carty Airlines MBA / CPA 10,000      Yes No No

Gustavo Cisneros Media Venture Capital -                Yes No No

Robert M. Franklin Placer Dome Private Equity 35,958      Yes No No

J. Brett Harvey CONSOL Energy Executive 5,500        Yes No No

Dambisa Moyo Goldman Sachs Economist -                Yes No No

Brian Mulroney Government Lawyer 20,000      No No No

Anthony Munk Private Equity Private Equity 5,000        No No No

Peter Munk Founder Electrical Engineer 1,988,500 No No No

Steven J. Shapiro Oil & Gas MBA 3,000        Yes No No

Jamie C. Sokalsky Barrick Gold CPA 52,728      No No No

John L. Thornton Goldman Sachs Lawyer 177,500    No No No

Totals / Averages 2,862,550 7 0 0

% Ownership 0.29%
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Canadian institutional investors have the power to affect positive change.  

Sources: Nasdaq.com institutional holdings as of 3/31/13 and Barrick’s Management Proxy Circular-April 24, 2013  
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The top 15 Canadian institutional shareholders collectively control 15% of Barrick and 

have the opportunity to generate $4 billion in profits by reforming Barrick’s governance. 

Source: Nasdaq.com institutional holdings as of 3/31/13  

Current 

Valuation 

Profit 

Potential 

Intrinsic 

Value 
$6,734Institutional Owners

Shares        

(in millions) Location

Royal Bank of Canada 27.7 Toronto

BMO Financial 17.1 Montreal

CIBC World Markets 14.7 Toronto

TD Asset Management 14.3 Toronto

Toronto Dominion Bank 13.7 Toronto

Caisse De Depot et Placement Du Quebec 8.4 Montreal

CIBC Global Asset Management 8.4 Montreal

Scheer, Rowlett & Associates 8.3 Toronto

Mackenzie Financial 8.0 Toronto

Great West Life Assurance Co 7.2 Winnipeg

Invesco 5.7 Toronto

Ontario Teachers 5.0 Toronto

Public Sector Pension Investment Board 5.0 Montreal

GCIC – Dundee Wealth Management 4.9 Toronto

Connor Clark & Lunn Investment 4.3 Vancouver

Total 152.7

Top 15 Canadian Shareholders 15.3%
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Recommendations to Increase Shareholder Value 
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 Reform Corporate Governance & Elect Independent Directors  

    

 Instill Capital Allocation Discipline 

 Slides (22-36) 

 

 Refocus Barrick’s Portfolio on North & South America 

 

 Improve Operational Execution  
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Gold Mining Industry’s Capital Discipline a Major Concern 
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“Strategies they have followed to force growth in volume ahead of growth in profitability on a per share 

basis…We need to see management re-establish the link between the gold price and their own profitability.”  
 

“Management teams must realize that investors need to be rewarded for taking the risk of owning a share in 

a gold mining company rather than the ETF, and therefore must differentiate themselves through returning 

capital to shareholders through dividends and, if their own share price has a greater return potential than new 

projects, through share buybacks.” 
-Evy Hambro, Blackrock’s Gold & General Fund portfolio manager 

May 2013 

“…the world does not need an extra gold mine right now, and I would just focus on getting the best out of my 

existing operations…” 

 -George Topping, Stifel Nicolas analyst 

  April 2013 

“The mining industry has lost a lot of appeal, of interest, because of poor guidance, poor delivery, over-

promising, cost overruns.” 

 -Gerald Panneton, Detour Gold CEO &  former Barrick executive  

March 2013 



2 

3 4 

1 

2.8%
4.7%

7.2%

11.8%

5.6%
4.0%

-21.0%

13.5% 13.9%

-2.2%

-30.9%

-35.0%

-30.0%

-25.0%

-20.0%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 TTM

R
e

tu
rn

 o
n

 I
n

v
v

e
st

e
d

 C
a
p

it
a
l 
(%

)

Returns on Invested Capital (ROIC)  

24 

Barrick’s historical ROIC has been unable to exceed its Weighted Averaged Cost 

of Capital (WACC), resulting in the destruction of shareholder value. 

Sources: Data provided by Morningstar and Deutsche Bank   

Avg. ROIC = 0.9%  

WACC = 6.0% 
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Barrick’s Capital Allocation Track Record is Poor 
 

• Of the $40 billion in cash sourced from operating cash flow and financings, 

Barrick has spent over +$35 billion of this cash (88%) on capital expenditures 

and acquisitions. 
 

• Shareholder returns via dividends and share repurchases, net of equity issuance is 

actually negative ($-1.8 billion) over this time period, despite gold prices 

increasing almost 5X from $340/oz. in 2003 to $1,677/oz. by 2012. 

Source: Morningstar  

Sources of Cash Uses of Cash 

Source: Morningstar  
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• Free cash flow has been deteriorating due to high capital expenditures on “growth” 

projects and acquisitions. 
 

• At least 50% of free cash flow after sustaining capital expenditures should be 

allocated to dividend increases and share repurchases.   

Source: Morningstar   
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• Barrick’s shareholder returns 

from capital expenditures and 

acquisitions have been 

disappointing as evidenced by 

declining gold production per 

share.   
 

• Gold production per share is 

down by -28% from 2003 to 

2012. 
 

• Most shareholders, we believe, 

are not interested in taking free 

cash flow from profitable gold 

mining operations to pursue 

“di-worsification” activities 

such as acquiring copper assets 

that are pro-cyclical in nature.   

Source: Barrick annual reports 
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• The same picture is 

presented when 

analyzing gold and 

copper reserves per 

share. 
 

• Gold reserves per 

share have declined    

-13% from 2003 to 

2012 while copper 

reserves per share have 

increased. 

Source: Barrick annual reports 
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Following Peter Munk’s flawed acquisition paradigm (see quote above), Barrick paid $7.4 billion in Q2 2011 to 

acquire Equinox in what was, “expected to be accretive to earnings and cash flow on a per share basis.”  With the 

Q4 2012 announcement of a $3.8 billion impairment for the Lumwana asset in Zambia and goodwill, the original 

deal rationale is no longer valid.  Any additional investment in the Equinox assets represents an escalation of 

commitment and throwing good money after bad. 

“If an acquisition is strategically right don’t worry about the price.” 
    – Munk’s 10th Golden Rule 

    Peter Munk, The Making of a Modern Tycoon 

Source:  April 25, 2011 Barrick Gold Investor Presentation, “Agreement to Acquire Equinox” and  Barrick Fourth Quarter an Year-End 2012 Press Release 

Return on Investment  

(ROI) = -51% 



2 

3 4 

1 

$5.4 

$1.5 

 $-

 $1

 $2

 $3

 $4

 $5

 $6

Cumulative Investment Carrying Value

V
a

lu
a

ti
o

n

Pascua-Lama Valuations (billions)

June 30, 2013

Throwing Good Money After Bad (continued) 

30 

• Repurchasing its own shares represents a higher return “growth” project per share for 

Barrick as compared to continued investment in Pascua Lama. 
 

• More importantly, there is no execution risk with share repurchases versus 

significant project execution risks at Pascua Lama and potential resource nationalism 

risk in Argentina & Chile. 

Return on Investment 

(ROI) = -72% 

Source: Barrick’s 2013 Second Quarter Report 
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Gold Equities / Gold Price Disconnect 

31 

 

Barrick Must Offer Investors a Higher Returning Alternative to GLD 
 

• The issuance of the GLD ETF has had a positive impact on gold bullion demand 

and prices, but has also contributed to a rapidly declining gold price multiple for 

gold mining equities.   
 

• Why would investors purchase Barrick or any other gold mining equity if 

returns from gold mining do not exceed the returns from owning gold bullion? 
 

• Gold mining equity investors must receive high and growing levels of income 

distributions to compensate for operational, management and geopolitical risks.    

 

Source: www.spdrgoldshares.com 
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• Barrick’s P/E reflects a significant discount for its value destroying capital expenditures. 
 

• Per Peter Munk’s advice above, Barrick should be actively buying back its own shares 

and deferring all growth capital expenditures.    

Source: Yahoo Finance 

“If the market discounts your shares, you can’t use the market to raise capital – so buy back your shares.” 

                   – Munk’s 17th Golden Rule 

                               Peter Munk, The Making of a Modern Tycoon 
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The Bloodless Verdict of the Market: Multiple Compression 

33 

Barrick Forward P/E Barrick Forward EV/EBITDA Barrick Forward P/BV 

The market’s dissatisfaction with Barrick’s capital allocation decisions  

has resulted in persistent and pervasive multiple compression. 

Source: Deutsche Bank, “NA Gold: the end of Big Gold?; Prescriptives for Change” , June 3, 2013 
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Barrick’s New Capital Allocation Philosophy 

34 

In 2012, we renewed our focus on maximizing shareholder value and reemphasized our commitment to a disciplined capital 

allocation framework to guide our decision making. Under this approach, all capital allocation options, which include organic 

investment in exploration and projects, and acquisitions or divestitures to improve the quality of our portfolio, will be 

assessed on the basis of maximizing risk-adjusted returns. 

 

Our increased emphasis on free cash flow should position the Company, in the future, with the potential to return more 

capital to shareholders, repay debt, and make additional attractive return investments to upgrade our portfolio. We will seek 

to optimize the overall returns from our portfolio of assets and projects.   

 

Consequently, investments in existing assets that do not generate target returns or long-term free cash flow will be deferred, shelved 

or divested to improve the overall quality of our portfolio.  Our strategy and approach to capital allocation has been summed up as 

follows: 

RETURNS WILL DRIVE PRODUCTION; 

PRODUCTION WILL NOT DRIVE RETURNS. 

Source: Barrick Gold 2012 Annual Report 

Barrick’s highest risk-adjusted returns would come from repurchasing its own shares. 
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Barrick’s New Capital Allocation Philosophy (continued) 

35 

Source: Barrick Gold 2012 Annual Report 

DISCIPLINED CAPITAL ALLOCATION  
 

All capital allocation options, including returns to shareholders, organic investment, acquisitions, and other expenditures, will be 

ranked and prioritized against each other.  Our framework includes the following key objectives: 
 

Returns Driving Production: Production decisions to be made based on generating appropriate risk-adjusted rates of return and 

free cash flow. 
 

Returns to Shareholders: A commitment to pass through to shareholders the benefits of this model to shareholders.   
 

Aggressive Cost Management: Reducing costs and an ongoing review of our cost structure is an integral part of the management 

of our business.   
 

Portfolio Optimization: Divesting assets that do not meet specific criteria including return thresholds, free cash flow generation, 

operating performance and reserve life, and investing in assets that do meet these criteria.    
 

Reduction of Geopolitical Risk: Focusing on high-return, low cost assets in less risky geopolitical jurisdictions through portfolio 

optimization.  . 

• Cutting the dividend by 75% on August 1, 2013 to help finance growth capital 

expenditures is inconsistent with Barrick’s stated focus on returns to shareholders. 
 

• Barrick continues to pursue growth capital expenditures despite share repurchases at 

current stock prices offering the highest risk-adjusted rates of return on capital (see 

slide 9).   
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Capital Allocation Options Ranking (1 = Best) 
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A break-up of Barrick through tax-free spin-offs of its high cost business segments would meet all 

of the capital allocation criteria outlined in the 2012 Annual Report: 
 

• Shareholders would receive shares in African Barrick, Australia Pacific and the Global Copper 

platform that have little or negative value in Barrick’s current conglomerate model (see slide 

9). 
 

• Pro-Forma “New Barrick” would be left with a very attractive portfolio of long lived, low cost 

assets to drive production with the majority of its production and reserves in the low 

geopolitical risk jurisdiction of the United States & Canada (see slides 37-71).   

Barrick's Capital           

Allocation Philosophy Spin-Offs

Share 

Buybacks Asset Sales

Increase 

Dividend

Organic 

Investement Acquisitions

Returns to Shareholders 1 2 4 3 5 6

Returns Driving Production 1 2 4 3 5 6

Aggressive Cost Management 1 3 2 4 5 6

Portfolio Optimization 1 3 2 4 5 6

Reduction of Geopolitical Risks 1 3 2 4 5 6

Total Ranking Score 5 13 14 18 25 30

Capital Allocation Rank 1st 2nd 3rd 4th 5th 6th

Taxable Events No No Yes Yes No No
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Recommendations to Increase Shareholder Value 
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 Reform Corporate Governance & Elect Independent Directors 

    

 Instill Capital Allocation Discipline 

 

 Refocus Barrick’s Portfolio on North & South America 

 Slides 37-71 

 

 Improve Operational Execution  

2 

3 

4 

1 

1 2 

3 4 
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Pro-Forma “New Barrick” - Create Premier Americas Gold Miner 

38 

“New Barrick”, consisting solely of North and South American Regional Business Units 

(RBUs) would represent a streamlined operating company while retaining the vast majority 

of Barrick’s gold production, reserves, resources and cash flow generation. 

Source: Barrick Gold investor presentation at the Credit Suisse Canadian Precious Metals Conference on June 5, 2013 

57% of Barrick’s gold production comes from  

5 large low cost mines in the Americas 
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Attractive Assets in Stable Jurisdictions 
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• Approximately 47% Of Barrick’s gold production is from U.S. and Canadian mines. 
 

• Incredibly, Barrick trades at the lowest forward P/E (see slide 32) of the group as these 

politically stable and highly productive gold assets are obscured by Barrick’s 

conglomerate structure.   
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Barrick North America v. Goldcorp 
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• Barrick’s North America 

RBU alone has greater 

annual production and 

significantly lower costs than 

all of Goldcorp. 
 

• Segregating the immense 

asset value ($34 billion+) of 

this North America RBU is 

critical to a re-rating of 

Barrick Gold. 
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Proven & Probable Gold Reserves by Region 

41 

A streamlined “New Barrick” consisting of North and South America  

would concentrate management attention on regions with the largest gold reserves. 
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 EBITDA (2012) by Business Segment 

42 

North & South America are Barrick’s most cash-generative regions  

(71% of enterprise-wide EBITDA). 
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Source: Yahoo Finance, S&P Capital IQ and Two Fish estimates as of August 2013 

 

• Barrick’s North America RBU is the largest gold and silver mining entity by EBITDA (ttm) in 

the Gold Miners Exchange Traded Fund (GDX). 
 

• Barrick’s North American, South American and Australian Pacific RBUs independently rank as 

3 of the top 7 gold miners by EBITDA (ttm). 
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Free Cash Flow Margin (2012) by Segment 
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North and South America were far and away Barrick’s most profitable  

operating segments on a sustaining capital expenditures basis for 2012  

when the average realized gold price was $1,669 per ounce. 
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All-in Sustaining Costs (2013) by Region 
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• African Barrick and Australia Pacific rely on a higher gold price to drive 

profitability. 
 

• These two segments obscure the economic value embedded in the competitively 

advantaged, low cost North and South American RBUs. 
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Proven & Probable Gold Reserves by Mine (000s  oz.)  

46 
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• The 12 mines above the 5 million ounce level account for more than 85% of Barrick’s 

gold reserves (10 of these mines are in North and South America).   
 

• In an encouraging sign, on August 22, 2013, Barrick announced the divestment of its 

Granny Smith, Lawlers and Darlot mines (red bars) in a transaction with Gold Fields.  

57% of the operating mines account 

for less than 15% of the reserves 



2 

3 4 

1 

0

200

400

600

800

1,000

1,200

1,400
G

o
ld

 
P

r
o
d
u

c
ti

o
n

 
(0

0
0

s
 o

f 
o
z
)

Gold Production by Mine (000s  oz.)  

47 

The 10 mines above the 200,000 oz. production level account for  

80% of Barrick’s production, with the top 4 located in North and South America. 

Source: Barrick’s 2012 Year End Report - Mineral Reserves and Mineral Resources 

Note: Yilgarn South  (red bar) is the asset comprised of the Darlot, Granny Smith, and Lawlers mines.  Barrick does not provide production by mine for this 

asset.  Barrick announced the divestment of Yilgarn South on August 22, 2013.    

57% of the operating mines account for 

only 20% of production 
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High Cost Segments Obscuring Low Cost Segments 
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Low Cost Assets 

North America 

South America 

High Cost Assets 

Australia Pacific 

African Barrick 

Global Copper 

• Distinct Regional Business Units (RBUs) are already in place to facilitate spin-offs. 
 

• Each business segment has unique political environments, geologies, operating 

costs, reserve profiles, profitability, capital intensities and growth prospects. 

Source: 2012 data taken from Barrick’s Year-End 2012 Report.  2013 All-In Sustaining Costs (AISC) taken from Barrick’s Q2 2013 press release.   

Note: Sustaining capital expenditures presented above represent expenditures for mine-site expansion, mine-site sustaining as well as mine development on a cash basis excluding capitalized interest. 

Business Segment Revenue        

Segment 

EBITDA

Sustaining 

Cap. Ex.            

EBITDA - 

Sustaining 

Cap. Ex.

Growth         

Cap. Ex.

2013 All-In 

Sustaining 

Costs ($/oz./lb.)

2012 Free 

Cash Flow 

Margin

North America 5,722$      3,862$      1,251$      2,611$        654$         $750-$800 45.6%

South America 2,668        1,771        359           1,412          1,817        $875-$925 52.9%

Australia Pacific 3,233        1,446        524           922             -               $1,100-$1,200 28.5%

African Barrick (100%) 1,081        330           305           25               15             $1,550-$1,600 2.3%

Gold Platform Subtotals 12,704$    7,409$      2,439$      4,970$        2,486$      

Global Copper 1,690        564           631           (67)             145           $2.50-$2.75 -4.0%

Totals 14,394$    7,973$      3,070$      4,903$        2,631$      

2012 Annual Data (millions)
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Sell Side & Management Interest in Pursuing a Break-Up 
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 “…would you be exploring other alternatives as a way to maximize asset value; for example an 

 IPO or some kind of more creative financing?” 

-Jorge Beristain, Deutsche Bank 

         
 “…I think we’d also be comfortable ultimately looking at various options in terms of 

 optimizing our portfolio. So, we're not averse to multiple different types of transactions that 

 could entail not just selling assets outright…the opportunity for us to monetize assets going

 forward is actually quite strong…” 

-Jamie C. Sokalsky, Barrick  Gold President & CEO 

 “…you've got eventually one-third of your reserves and above 55% of your production at four 

 core mines, which if they were independently listed would be the third largest gold producer in 

 the world…would Barrick be willing to go further in terms of even restructuring the company 

 down the road if you don't see a reaction in your stock in the next few quarters from asset 

 sales to perhaps take a different approach to splitting the company's assets in ways that would 

 liberate the value trap therein?” 

-Jorge Beristain, Deutsche Bank 
 

 “…I'd say that we're open to anything that will increase shareholder value…but our focus and 

 priority is really on managing the company well, doing it under the disciplined capital allocation 

 framework and looking to optimize the portfolio as we did as we attempted to sell ABG showed 

 the seriousness of our approach and our objectives of selling assets.  But ultimately, yeah, if 

 there are other ways that we can increase shareholder value, we'd have to consider them…” 

-Jamie C. Sokalsky, Barrick Gold President & CEO 

Q: 

A: 

Q: 

A: 

Source: Barrick Q4 2012 earnings call on February 14, 2013  
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Conglomerate Rationale Does Not Hold 

50 

 Typical Reasons for Conglomerate Structure: 

 

  1. Expand Production & Reserve Base Per Share 

 

  2. Operational Synergies 

 

  3. Lower Cost of Capital: Cash Flow & Asset Diversification 

 

 However, these typical advantages DO NOT apply to Barrick. 
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Unable to Expand Production & Reserve Base per Share 

51 

Barrick has demonstrated no ability to achieve production or reserve synergies  

from acquiring and developing a complex portfolio of mining assets.  
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Operational Synergies Lacking 

52 

• There are significant operational efficiencies from scaling infrastructure, labor and 

energy resources that are geographically proximate to each other within a RBU. 
 

• However, operating assets across multiple continents does not provide such 

synergies, and often  leads to excessive bureaucracy as shown in the slides above.     

Note: 

(1) Charts taken from Newcrest Mining's presentation  “Strategies for Evolving Market Conditions”, Mines and Money Conference, 20-22 March 2013, Hong Kong.  Titles have been changed to add clarity. 

Number of Mines (1) % of Mines in the Top 30 Gold Mines by NPV (1)   

Source: Intierra; Top 30 NPV basis from BMO Equity Research at 5% discount rate  

and street consensus pricing; current as of 8-Jan-2013. 
Source: Intierra; Minimum 40% holding, at least one project at mine must be pre-feasibility  

or concept. 
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Cost of Capital: Cash Flow & Asset Diversification  

53 

Notes: 

(1) There are 29 stocks in the Market Vectors Gold Miners Exchange Traded Fund, but data was not available for B2 Gold and Great Basin Gold.  Data provided by Yahoo Finance. 

(2) As measured by Beta to the S&P 500. Data provided by Yahoo Finance as of August 2013. 

The same pattern is demonstrated above between enterprise value and EBITDA multiples.  

As gold mining concerns transition from junior producers to senior producers, there is a significant 

decrease in operating risk and capital costs.  However, these benefits begin to diminish as a gold 

miner grows in enterprise value.  Empirical observation of the gold and silver mining stocks in the 

Gold Miners ETF (GDX)(1) demonstrate little or no benefit in terms of equity cost of capital(2) for 

higher enterprise values, particularly for firms with over $5 billion in enterprise value.   

Category Stocks R-squared

GDX Components 27 12%

Under $5 billion EV 16 16%

Over $5 billion EV 11 1%

Enterprise Value Impact on Equity Beta

Category Stocks R-squared

GDX Components 27 4%

Under $5 billion EV 16 16%

Over $5 billion EV 11 0%

Enterprise Value Impact on EBITDA Multiple
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DuPont Model Should Drive Restructuring Efforts 

54 

Return on Equity (ROE) 

#1  Net Margin 

• Focus management and operations on driving down all-in 

sustaining costs (AISC) per ounce at large, long life mines. 

• No control over sales price without hedging and investors want 

gold price optionality. 

#2  Asset Turnover 

• Simplify asset base to focus on more productive mines. 

• Spin-offs or outright sales of high cost assets will improve this 

ratio. 

#3  Financial Leverage 

• Debt is manageable and a highly efficient (after-tax)  capital 

source – pay down gradually over time. 

• Prioritize dividends and/or share repurchases over “growth” 

projects to reduce equity capital deployed.      

Net  

Margin  

Net Income 

Sales 
= 

Asset  

Turnover 
Sales 

Assets 
= 

Financial 

Leverage  

Assets 

Equity 
= 

#4  Return on Equity (ROE) 

• These steps will increase ROE dramatically, driving an increase 

in the stock price.  

• The gold mining industry at large and Barrick, in particular, 

have overemphasized growth at the expense of returns on 

capital. 

X 

X 

= 
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1 Global Footprint:  

Overextended & Lacking Operational Synergies 

55 

“It’s like herding cats to manage something like that.  It’s very difficult across all those different time 

zones, different cultures, tax regimes, politics.  At the 8 million-ounce level, with 26 or so mines it’s 

very difficult to focus…In order to have better managerial control you’re better off with fewer but 

much larger assets, preferably in the same north-south time zones.”  
-George Topping, Stifel Nicolaus  & Co. analyst  

May 2013 

“The global gold-miner is not a model that is sustainable.” 
-Gerald Panneton , Detour Gold Corp. CEO (former Barrick executive)  

March 2013 

Source: Barrick Gold Q1 2013 Results Presentation – Regional Production Results 
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from Refocusing Portfolio 

Shareholder value may be created by breaking up into smaller, more manageable 

companies.” 
– Evy Hambro, Blackrock Natural Resources CIO  

May 2013 

“There would probably be investor appetite for more regionally focused companies if 

some of the biggest miners were to split along geographical lines.  That’s partly 

because of heightened concern about geopolitical risk in developing countries as 

governments seek increased royalties, taxes and other commitments from mining 

companies”  
– Jorge Beristain, Deutsche Bank  

March 2013 

“Being more profitable is better than being bigger…If we divested of some of those 

smaller, higher-cost assets and came down to a suite of assets that are long-lived and 

lower-cost and more valuable, I think that ultimately that can be a better investment 

proposition…It’s easier to manage a company with fewer assets…Differentiating the 

portfolio from a geopolitical standpoint can also change the dynamic of how valuable 

your assets are.”  
– Jamie Sokalsky, Barrick CEO  

May 2013 
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Spin-Off Opportunity: African Barrick (ABG.L) 

57 

• Already listed in London 

• Highest cost region of Barrick’s portfolio and negative EBITDA 

• Attractive takeover candidate by an African focused minerals concern 

• Helps to simplify Barrick’s portfolio 

• Consider merger with Randgold and potential for operational synergies 

Source: Randgold’s 2010 Annual Report Source: African Barrick’s interactive map 

African Barrick’s Tanzania Mines Randgold’s Kibali Development Project 



2 

3 4 

1 

Divestiture Opportunity: Global Copper Platform 

58 
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Source: Copper resource base and EBITDA (ttm) calculated using Barrick Gold’s Quarterly Reports  

• If there is insufficient interest  in these assets from international copper producers (e.g., BHP 

Billiton owns the Escondida mine in Chile that is adjacent to Barrick’s Zaldivar mine), then 

these assets should be spun off to shareholders. 
 

• Although Barrick’s copper production is relatively high cost ($2.50-$2.75/lb. C3 fully allocated 

costs), we estimate the platform will generate $500 million in 2013 EBITDA at a $3.25/lb. 

copper price, suggesting an ability to self-finance as an independent entity.      

• Applying a $0.10 per pound multiple on Barrick’s 24.7 billion pound stand-alone copper 

resource base results in a $2.5 billion valuation. 
 

• A modest 5x multiple on EBITDA (ttm) generates a $2.4 billion valuation.    
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Divestiture Opportunity: Australia Pacific RBU 

59 

“Five to 10 years ago a mine in Papua New Guinea might get the same valuation as a 

mine in Canada in the market place, and I think that’s changed considerably.” 

 -Jamie Sokalsky, Barrick CEO  

May 2013  

“It makes sense for Barrick to shrink…selling the company’s Australian assets would 

be a good place to start.” 

               -George Topping, Stifel Nicolaus analyst 

                    May 2013  

“Barrick could improve the valuation of its shares by spinning off assets in Australia 

and Papua New Guinea.” 

      -Tony Lesiak, Macquarie Capital Markets analyst  

               March 2013  



2 

3 4 

1 

Projected (2013) Australia Pacific Free Cash Flow  

60 

Australia Pacific’s free cash flow is highly geared to rising gold prices,  

but would be able to self-finance even at $1,200/oz. 
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Source: Barrick filings and Two Fish estimates  



2 

3 4 

1 

Projected (2013) Australia Pacific Debt / EBITDA Ratios 

61 

• If Australia Pacific is spun off at gold prices of $1,200 or higher, it should have 

sufficient EBITDA to service its $1.2 billion in debt. 
 

• At lower gold price scenarios, spinning off this segment debt-free would be more 

appropriate.   

Source: Barrick filings and Two Fish estimates 

1.9x

1.2x

0.9x

0.0

0.5

1.0

1.5

2.0

2.5

$1,200/oz $1,400/oz $1,600/oz

D
eb

t 
to

 E
B

IT
D

A

Gold Price



2 

3 4 

1 Tax Savings Opportunity:  

Nevada-Based Master Limited Partnership (MLP) 

62 

• Gold mining operations qualify for MLP status in the U.S. tax code as a natural resource related 

extractive industry, allowing these assets to avoid entity level taxation. 
 

• Barrick has a robust portfolio in the Nevada area including Barrick’s two largest producing mines 

in its global portfolio. 
 

• Successful exploration and development at the Goldrush site in Nevada would provide additional 

opportunities to drop producing assets into this Nevada-focused entity.   

Mine

2012  

Production 

(oz.)

2012 Total 

Cash Costs 

($/oz.)

Reserves 

(oz.)

Mine 

Life 

(yrs.) Location

Cortez 1,370,000  282$          15,058,000  11.0 Nevada

Goldstrike 1,174,000  541            12,338,000  10.5 Nevada

Round Mountain 185,000     711            9,552,000    51.6 Nevada

Bald Mountain 161,000     834            5,161,000    32.1 Nevada

Turquoise Ridge 144,000     545            5,815,000    40.4 Nevada

Golden Sunlight 98,000       708            318,000       3.2 Montana

Marigold 48,000       821            1,640,000    34.2 Nevada

Ruby Hill 41,000       682            326,000       8.0 Nevada

Totals / Weighted Avgs. 3,221,000  466$          50,208,000  15.6

Source: Barrick 2012 Year-End Report – Mine Statistics 
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1 Tax Savings Opportunity:  

Nevada-Based Master Limited Partnership (MLP) (continued) 

63 

Tax Savings Impact 
 

• At a $1,400/oz. gold price, 30% corporate rate, and proportionate share (based on production) of 

the corporate debt load, we estimate approximately $600 million paid in annual taxes due to the 

current C-Corporation tax treatment of these U.S. domiciled mines. 
 

• A 10x multiple on $600 million of estimated tax savings would equate to $6 billion or $6 per 

share in incremental value to Barrick shareholders. 

Additional Benefits 
 

• Greater capital discipline: A variable pay MLP yield oriented structure would require generous 

distributions to unit holders to attract capital.   
 

• Segregation of U.S. producing assets from U.S. growth projects:  Development and growth 

projects would remain at Barrick corporate due to greater capital expenditure requirements, but 

could be “dropped-down” into the MLP once production begins with Barrick serving as the 

general partner of the MLP.   
 

• Potential valuation re-rating:  

• Two variable pay fertilizer MLPs with lower EBITDA margins than Barrick’s U.S. 

operations trade around 10x EV/EBITDA (ttm).  
 

• We would expect a Nevada Gold Mining MLP sponsored by Barrick to trade at a higher 

multiple due to higher EBITDA margins.   
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1 Significant Cost Overlaps with  

Newmont Mining’s Nevada Operations 

64 

“Newmont and Barrick could also generate savings by combining their Nevada operations.” 

 -Caesar Bryan, Gabelli & Co. portfolio manager 

March 2013 

Why not eliminate duplicative infrastructure/costs with Newmont or  

combine operations into a Nevada Gold Mining MLP? 

Nevada Gold Mines

2012  

Production 

(oz.)

2012 Total 

Cash Costs 

($/oz.)

Reserves 

(oz.)

Mine 

Life 

(yrs.)

Barrick 3,221,000  466$          50,208,000  15.6

Newmont 1,748,000  638 35,070,000  20.1

Totals / Weighted Avgs. 4,969,000  527$          85,278,000  17.2

Source: Barrick and Newmont 2012 Year-End Reports 
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Spin-Off Rationale 

65 

• Allows low cost North & South American operations to be better appreciated by the market. 
 

• Offers a tax effective way to deliver value to shareholders for high cost business segments 

that can’t easily be sold and are a drain on management time and focus: 
 

• African Barrick – unable to sell to Chinese  
 

• Copper Platform: 
 

• Equinox acquisition was simply ill conceived and is unrelated to Barrick’s 

core gold mining operations 
 

• Chilean copper mine should also be considered for divestiture 
 

• Australia Pacific - may allow Barrick to offload $1.2 billion in debt to Australian 

operations. 
 

• Entrepreneurial forces are unleashed with management compensation tied to incentives 

directly related to the performance of the assets they are managing.   
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Sustainable Gold Mining Business Model Objectives 

66 

• Outperform a rising gold bullion price over time 
 

• Provide high cash distribution yields to shareholders as an alternative to bullion 
 

• Pursue 50% dividend payout ratios on free cash flow after sustaining capital expenditures on 

producing mines, which makes internal capital scarce; only highest return projects will be 

financed  
 

• Use residual free cash flow for growth capital expenditures 
 

• All growth project return forecasts should be explicitly compared to purchasing Barrick 

stock, the most attractive growth investment currently available 
 

• Grow reserves per share and production per share over time 
 

• Returns on invested capital targets of > 10% 
 

• Let investors choose the appropriate regional mix for their own investment portfolios 
 

• Highly cash generative producing mines must be segregated from development and 

exploration assets 
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Barrick Well-Positioned to Service its Debt Over Time 

67 

 

 

“Barrick has the lowest operating costs of the senior 

producers and almost 60% of its production in the first 

quarter came from five mines at a cost of $591 per 

ounce.” 

 -Andy Lloyd, Barrick spokesman  

June 2013 

“Barrick could face a ratings downgrade of another 

notch or so if gold prices decline further and stay 

lower for a prolonged period, although it will 

probably remain investment grade.” 

 -Wen Li, analyst at Credit Sights Inc. 

June 2013  

Source: Barrick 2Q13 Results Presentation 

Note: 

(1) Includes Pueblo Viejo at 60% and ABG debt at 100% and excludes capital leases 
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2013 Credit Rating Analysis 

68 

Source: Barrick’s Second Quarter 2013 Report and Two Fish estimates 

Notes: 

(1) Sustaining Cap. Ex. includes expenditures for mine site sustaining cap ex., mine site expansion, as well as mine development 

(2) Credit rating threshold per Moody’s Investors Service on April 29, 2013 

• Barrick’s investment grade credit rating is preserved at gold prices down to $1,300/oz.  However, Barrick 

could face a credit rating downgrade should its Debt / EBITDA ratio be sustained at greater than 3.25x.(2)   
 

• In our view, all growth capital expenditures are discretionary in nature, particularly at gold prices below 

$1,300/oz.  In addition, Barrick could cut up to $1.7 billion in sustaining capital expenditures if they halt all 

mine development and mine site expansion expenditures. 

Gold Price (oz.) 1,000$             1,100$          1,200$          1,300$          1,400$          1,500$          1,600$         

Copper Price (lb.) 2.50                 2.75              3.00              3.25              3.50              3.75              4.00             

EBITDA 2,302$             3,140$          3,977$          4,814$          5,652$          6,489$          7,327$         

Sustaining Cap. Ex. 
(1)

2,725               2,725            2,725            2,725            2,725            2,725            2,725           

EBITDA - Sustaining Cap. Ex. (423)$               415$             1,252$          2,089$          2,927$          3,764$          4,602$         

Cash Interest 750                  750               750               750               750               750               750              

Taxes 49                    301               552               803               1,054            1,305            1,557           

Dividends 200                  200               200               200               200               200               200              

Cash Flow Available for Growth Cap. Ex. (1,422)$            (836)$            (250)$            336$             922$             1,509$          2,095$         

Projects - Initial Capital 1,900               1,900            1,900            1,900            1,900            1,900            1,900           

Projects - Infrastructure 125                  125               125               125               125               125               125              

Total Growth Cap. Ex. 2,025$             2,025$          2,025$          2,025$          2,025$          2,025$          2,025$         

Funding Gap (3,447)$            (2,861)$         (2,275)$         (1,689)$         (1,103)$         (516)$            70$              

Cash on Hand 2,422$             2,422$          2,422$          2,422$          2,422$          2,422$          2,422$         

Barrick Energy Proceeds 393                  393               393               393               393               393               393              

Total Cash 2,815$             2,815$          2,815$          2,815$          2,815$          2,815$          2,815$         

Cash (Deficit) / Surplus (632)$               (46)$              540$             1,126$          1,712$          2,298$          2,885$         

Total Debt 15,793$           15,793$        15,793$        15,793$        15,793$        15,793$        15,793$       

Debt / EBITDA 6.9 5.0 4.0 3.3 2.8 2.4 2.2
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2012 Credit Facility Covenant Analysis (in millions)  

69 

Source: Barrick 2Q13 Report  

• Barrick’s credit facility requires it to maintain a consolidated tangible net 

worth of $3 billion at all times. 
 

• Barrick has a significant debt covenant cushion even when including 

Barrick’s Q2 2013 impairment charges. 
 

The 2012 Credit Facility is undrawn and has $4 billion in available capacity. 

Q2 2013 Consolidated Tangible Net Worth $6,300

Credit Facilty: Conslidated Tangible Net Worth Covenant 3,000

Debt Covenant Cushion $3,300



2 

3 4 

1 

Barrick Has Recently Taken Positive Steps 

70 

Issue Date Positive Steps 

Yilgarn South August 22, 2013 • Announced agreement with Gold Fields to divest three Australian mines 

Cash Flow 

Maximization 
August 1, 2013 

• For operations with 2013AISC above $1,000 per ounce, Barrick will change mine 

planes, suspend, close or divest these assets to improve cash flow 

Barrick  

Energy 
July 23, 2013 • Barrick Energy sold for $440 Million USD 

Pascua  

Lama 
June 28, 2013 

• Delayed completion of project to 2016 

• Reduced project staffing 

Cost  

Reductions 
June 2013 

• Expects to reduce cap ex. in 2013 & 2014 by $1.5-1.8 billion 

• 30 % of  Toronto headquarters cut 

• Laying off Australian workers 

Debt  

Re-Financing 
May 2, 2013 

• $3 billion debt issuance 

• Extended maturity profile 

• Lowered interest expense 

African  

Barrick Gold 

August 2012 –  

January 2013 
• Discussions with China National Gold regarding sale of African Barrick Gold 

Capital Allocation 

Framework 
July 26, 2012 

• Disciplined capital allocation framework announced with Q2 2012 earnings 

• Focus on free cash flow and maximizing risk-adjusted returns 

• We applaud CEO Jamie Sokalsky’s disciplined capital allocation framework, willingness to divest 

non-core assets, and more rigorous all-in sustaining costs measures (AISC).   
 

• However, we believe these positive tactical moves fail to address the larger strategic issue that 

Barrick’s global conglomerate model is structurally flawed.  In addition, Barrick’s Board of 

Directors cut the dividend by 75% on August 1, 2013 to improve liquidity.     
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Segment Leadership in Place for Spin-Offs  

71 

Mark Fisher, President, Global Copper Business 

Prior to October 2012, he served as the Director of Operations in South America. Prior to November 

2011, he served as Director of Operations in Australia-Pacific.  Prior to December 2010, he served as 

Director of Operations at the Porgera mine in Papua, New Guinea.  

Bradley Gordon, Chief Executive Officer of African Barrick Gold 

New CEO as of August 21, 2013 with 30 years of gold mining experience.  Previously, he served as 

the CEO of Intrepid Mines Ltd. and Emperor Mines Ltd.  Prior to his CEO roles, he managed 

Barrick’s Porgera mine in Papua New Guinea.   

Mike Feehan, President, Australia Pacific 

Prior to November 2011, he served as Senior Vice President of Operations Support of the Company 

and Director of Operations for North America. 

New independent board members should also consider non-Barrick candidates to manage  

African Barrick, Global Copper & Australia Pacific as independent, publicly traded enterprises.   
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3 Recommendations to Increase Shareholder Value 

72 

  Reform Corporate Governance & Elect Independent Directors 

    

 Instill Capital Allocation Discipline 

  

 Refocus Barrick’s Portfolio on North & South America 

 

 Improve Operational Focus  

 Slides (72-77) 
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Source: Barrick’s mine stats and African Barrick’s website 

Notes: 

(1) Darlot, Granny Smith and Lawlers mines comprise the Yilgarn South region.  Two Fish has classified them as individual mines. 

(2) Goldrush, Pascua-Lama, Bulyanhulu Upper East Zone, Nyanzaga, Donlin Gold (50%), and Cerro Casale  
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Breakdown of Barrick’s Gold Mines 

73 

“The optimal number of mines is four or five, six at a push.” 

  – Mark Bristow, Randgold CEO - March 2013 

Barrick is overextended and needs to simplify its operations. 
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3 Different Assets Require Different Management Capabilities 

74 

Production 

(Operations) 

• High free cash flow 

• Low capital 

expenditures 

• Skills Needed: 

– Disciplined 

Operations 

– Capital Allocation 

– Tax Minimization 

– Regulatory & 

Environmental 

Compliance 

– Cost Focus 

 

 

Exploration / Discovery 

(Geology) 

• No Cash Flow 

• High Capital 

Expenditures 

• Skills Needed: 

– Project 

Management 

– Mining Engineers 

– Regulatory & 

Environmental 

Compliance 

– Cost Focus  

Mine Development 

(Engineering) 

• No Cash Flow 

• Venture Capital 

• Geology Expertise 

• Focus on potential 

deposits near 

existing 

infrastructure 

 

 

 

At least 50% of free cash 

flows (after sustaining 

capital expenditures) from 

producing mines must be 

paid to shareholders.   

Risk-adjusted returns 

from new mine 

development must 

significantly exceed the 

implied return from 

stock repurchases. 

Real value per share  

can be created through 

geology expertise and  

“turning the drill bit”. 
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3 Pascua-Lama Cost Escalation (in billions) 

75 

Barrick continues to increase its capital expenditure estimates for Pascua Lama. 

“…the complexity of the project exceeded the  capabilities of the in-house construction team…and 

subsequently transferred construction management responsibilities to Fluor.” 

-Barrick’s 2012 Annual Report 

Source: Barrick filings   
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3 Pascua Lama Time Delay 

76 

Barrick continues to postpone the target date for first gold production at Pascua Lama. 
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3 Operational Issues are Persistent & Pervasive 

77 

“The company didn’t comply with all the conditions that were established in that 

environmental impact assessment. We have identified 23 areas where they will have to 

improve their behavior with respect to the environment in Chile.” 

 -Sebastián Piñera, President of Chile 

May 2013  

“Barrick’s cash flows have become more difficult to forecast in 2013. While the 

Pueblo Viejo project has been successfully commissioned, fiscal problems in the host 

country, the Dominican Republic, will now channel half of the early cash flows away 

from Barrick and partner Goldcorp.” 

      -John Bridges, J.P. Morgan 

       July 2013 

“When we bought Equinox, our view was that Lumwana was a very long life mine, 

with exceptional resource  potential in the Chimiwungo area. Unfortunately, our new 

mining plan projects mining costs to be higher than we anticipated, resulting in a 

significant impairment.” 

 -Jamie Sokalsky, Barrick President & CEO 

February 2013 
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