


t
¢
1

5

:

|

;

i

U

Bﬂh By Sven Lunsche _

; NEW YORK — A leadmng

* US gold analyst paints a
gloomy picture of South

E Africa’s gold industry mn

¢ the 90s as the country

enters a new political

era
¢ Warren Myers, a vice-
president at the equities
research department of
brokers Merrill Lynch,
argues that whatever po-
htical course SA takes,

! gold production could fall

p sigmficantly over the
next 10 years
.. This  will
boost 1ts price, leaving

gpnly producers outside
g

k

probably

SA as the -beneficiaries,
he says, .
> Mr Myers, who left SA
SIX years ago 1o join Mer-
rill Lynch, says that even
with a, scenario of capi-
talism _as. the  economi
System, high™ inflation
will take 1ts toll,
“With nflation running

{ around, 14 percent,

some of the ore reserves
at lower-grade mines
have already been made
unpayable,” he says

This could worsen m
the years ahead as 1n-
creased spending on edu-
cation and medical facili-
ties will be mevitable and
highly inflationary in the
short to intermediate
term

“We expect that infla-
tion will remain in the
15 to 20 percent range,
even 1n a capitalist en-
vironment

“In  these circum-
stances 1t 18 likely that
SA’s gold production

could fall to around 450
tons by the year 2000
from just over 600 tons
last year,” Mr Myers
says.

In his “low-road” poht-

¢._jeal scenario — soelalism
and nationalisation — the.

long-term  implications
are even more disastrous,

“Nationahisation would

nevitably lead to a sig-
mficant fall i gold pro-
duction, which would be
further aggravated by a
flight of skilled manpow-
er and capital

“We also believe that
In a soclalist society,
South Africa’s inflation
rate would soar even fur-
ther.,

“If this worst-case sce-
nario were to occur, SA’s
gold production could fail
from 608 metric tons last
year and around 585 tons
In 1990 to perhaps 150
tons by the turn of the
century,” he says

The gold price would
be the major beneficiary
of the shori-fall because
other producers will not
be able to make up for
the losses 1n SA produc-
tion, .

«US, Canadian and
Australan gold pro-
ducers are likely to be
the major beneficiaries
of this trend
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By Jabulani Sikhakhane ‘

| De Beers share price 15 comung
‘under pressure amid.concerns - on.the creation of De Beers/Cen- the weakemng dollar .
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m ﬁm\N cfqo Diamond sales remain buoyant
After reaching a high of R110 1 Europe and Japan, boosted by

-

about slower growth 1n the world™  tenary earlier this year, De Beers’ ."Analysts forecast that Japan

economy and higher interest
rates, which are expected to have
a negative impact on the diamond

" Indications are that the dia-

b

price has fallen 38,2 percent to  will beat the US, emerging as the

iy

yesterday’s close of R68 -, + world’s 'single biggest market for

re price under.pre

. At:this price, the share 1s trad-.* diamond Jewellery.
market, + .« - g at over,15 percent discount to* - '‘In his recent report on De

mond market 15" already showing. - tors put at R80,32 at the end of

a fall of 15 percent 1n 1its export
sales of polished diamonds 1n the
past three months

US ditamond sales, particularly
of lower-priced stones, have been
falling. (The US accoants for two-
fifths of world sales)-

Also having a negative effect
on De Beers’ share price are mar-

continue trailing New York’s Dow
Jones, which 18 expected to shde

TH:R_EH. In response to clear signs

3

-signs of a downturn, with India (a .- financial 1989.
principal cutting centre)} reporting.

Some analysts reckon this NAV
to be understated due to De Beers’
conservative accounting policies

Mathison & Hollidge analyst
Barry Sergeant estimates De
Beers’ market-related NAV at
R162. On this assumption, De
Beers 1s trading at a discount of
58 percent {o 1ts NAV,

On a positive note, analysts say
the share price 1s fundamentally
inexpensive, Among international
blue chips, De Beers has a posi-
tive earnings outlook

.its'net “asset value, which direc-- - Beers, Mr. Sergeant forecasts that

final 1990 figures should show

Japan with 33 percent of final dia-
mond jewellery sales, against
28 percent (US 32 percent).n 1989

Underpinning this cE:EE.m ‘18
the strength of the Japanese econ-
omy and the fact that analysts ‘ex-
pect the next Japanese boom to

7

be led by consumer spending,

Forecasts are .that Japan will
have the hughest consumer expen-
diture growth of industrialised

countries this year. .

Other positive factors are that
an ad hoc committee of the Japan
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- Jewellery : Association m.mnmnmw

‘proposed the estabhshment of a
. diamond exchange to the Ministry
. of International: Trade and Indus-

wy Mty
' The replacement of the 15 per-
cent' retall commodity tax by a

- three percent VAT has also

“proved a positive factor in the
mhmﬁmnmmm market.. . .

....lr;.

1 W bt |

-, « Japanese import statistics
show that in the first five months

‘of ‘this year, imports of polished

diamonds from Antwerp (a major
cutting centre) were 80 percent of
-the comparable figure for a year
ago, while imports from Bombay
were 92 percent,

Taking a bearish view 15 Mi-
chael Spriggs of:S G Warburg Se-
.curities, who suspects that Japa-
‘nese diamond sales wiil be hit by
me slump 1 shares and real es-
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Outlook
Wester

By Derek Tommey

Western Areas gold mine,
which was in dire straits at
the end of June, should start
making profits of R1 million
to R2 million a quarter and
possibly more, chairman Ken-
nedy Maxwell said at the
AGM yesterday .

Shareholders approved resolu-
tions providing for the sale of
certain mineral rights and part
of its lease area to South Deep
Exploration (Sodexco), and the
sale of Western Areas’ Sodexco
shares to Western Areas’ share-
holders

Shareholders are being offered
40 Sodexco shares at R14,30 a
share for every 100 Western
Areas held. This will produce
R230 mmllion for Western Areas

About R95 million of this will
go to Sodexco, so that after West-
ern Areas has repaid its loan
debts, which were R130 miilion at
end-June, not much of the new
capital will be left.

The recovery 1n Western Areas
comes after major changes at the
mne, including shutting most of
the operations at the North Shatft.

The capital being raised from
the sale of West Areas’ Sodexco
shares wiil greatly improve the
mine's findncial position.

Mr Maxwell said the mine was
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expected to break even this quar-
ter and return to profitability 1n
the December quarter.

He expected values of about
six grams a ton from the South
Shaft area and about three grams
a ton from the North Shaft, giv-
ing an average of 4,5 to five
grams for the mine Western
Areas needs-to mne some North
Shaft ore for ifs uramum

While this grade was not all
that different from that aclieved

An 7 FERE T onan Y oarx _mﬁn_ qum 1 JuL 7 mug O sEr U

Western Areas closing price

mn the June quarter, costs should
be much lower, saxd Mr Maxwell.

Heavy costs were mcurred in
the June quarter in attempting
to improve results in the North
Shaft. As Western Areas would
have repaid its loans by Novem-
ber, and would not have to pay
interest, currently running at
R2 million a 'month, he expected
a profit for the quarter.

Mr Maxwell would not make
a dividend forecast and warned

r, i

that the company might decide
to build up its cash reserves.

But he believed that Western
Areas and certainly the South
Area would be profitable

The South Shaft had always
made a profif. Reducing opera-
tions at the North Shaft would
lessen overheads

He said the rune had a life of
at least 25 years If the gold price
recovered, then the North Shaft,
where there were substantial re-
serves, could be reopened

Mr Maxwell said the purchase
by Sodexco of part of Western
Area’s lease area would result
1n substantial cost savings

It had been proposed to sink a
twin shaft in the South Deep
area But by incorporating part
of Western Areas 1 South Deep
only one shaft needed to be sunk
as this would be able to link up
with the 95 level twin haulages
being driven from Western Areas
South Shaft

He said the haulages would
reach the reef at South Deep 1n
1991 after which development
would start This was less risky
than sinking a shaft on the infor-
mation received from boreholes
The value of R14,30 placed on |
Sodexco shares was derived after
valuing the South Deep muneral |
rights at R350 million {o
R400 rmilion
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Buffelsfontem gold mine, now
more than 40 years old, 1s 'wait-
ing: for-a higher gold price, the
annual report says. ™\

Operations m its existing min-

Ing areas are slowly being run
‘down because, as the mine 1s
worked out, 1t hecomes 1ncreas-
ingly difficult to find payable
ore at the current gold price. '

., However, given an increase
"in the gold price, Buffelsfon-
tem’s outlook would immediate-
l:,umprove andat’ could ‘continue

w40 'I-}I

; qperatmg for some tlme KR
2 ', [This? 15 becausé ' developrhent
iresulfs frnm the as yet ; unmined
;. Tertidty-area; south and east of
‘.the Strathmore.Shaft, Shows
: 'that there is cunmderableglgbld
. there. .. - i -l:r}:ﬂ
" *But' mining 1t wilt become ec-
K unommally viable only at a.gold
, price ‘of about R46 000 a kilo-
Fgram says chalrman TI Steem-
-kamp.”, N Dl *’;"‘f'
. Some 10751 metres of de-
[ ¥, eIOpment was carried ‘out. in
bfhe Strathmore Shaft area i the

‘year ended June. « Vvt

- s . 4
w1 - — —_— — =
L B

v B Derek Tummey In the Strathmore South areﬁ‘

522 metres were sampled, gwv-+"
g an average value of 1059 ~
centimetre-grams a ton for
gold, In the Strathmore East “
area, the 212 metres sampled
gave an 'even better' average
value of 1 543 centimetre-grams.

" But ‘however hOprlll these
results are, the mine’s ore re-
serves are declmmg and produc-_
tion 1s being curtailed, > ' o

The result 1s- that the work
force was reduced by'1 700" "
the: year-to June, of whichs 690
were retrenched' The remaindeér
left as-a-result of:resignations, ;
transfers and retirements, "

Buffels still has 1ts'stake in .
the untroubled: Beatrix gold:
mine, 'which 1s considering in- »
creasing producsion by a fur-
ther 60 000 tons a'month, i "

It seems this . will come frof »
the north-eastern: portion of the',
mine’s lease area where 1f has *
had some.encouraging resultsfm
from bhoreholes, - ' . - b

But this will require a- shaft
and a 'feasibility study in’ 1n ;

progress i‘*:, . .
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State control

over mining il
A . o
proposed in, "

-. @ ®
ANC report "

By PETER FABRICIUS, Political Staff

JOHANNESBURG. — The mining industry comes
in for special State:interventionist measures — .
and a strong warmng of possible nationahsation —,
in the ANC’s new draft economic policy, which has
just been drawnup. ¢ > ¢

It proposes a State Minerals Marketing Author-
it{ to control all mineral marketing, the formation
of cartels to stabilise prices and hints at smashing

private sector miming conglomerates as well as
possible nationalisation.

“The mineral wealth of our country needs t{o be
husbanded in such a way that it benefits all of the

* people through the contribution 1t makes to nation-
al development.

“The policy of a democratic non-racial govern-
+ ment should aim to enhance the role of the sector
as a job creator, foreign exchange earner and sup-
+ plier of raw materials to local industry

'‘STRATEGIC INVESTMENTS’ -

An ANC government would consider using fiscal
policy to encourage venture capital in new mines

and also itself making “strategic investments” in
mines. -

It would also root out “racist labour practices”
and substantially improve miners' living and work
conditions, It also would consider creating an in- |
spectorate to police mining health and safety, min- |
ing legislation, transfer pricing and high-grading. -

“The ANC is concerned that the current con-
glomerate control of mining finance 1s an imped-
ment to an alternative strategy for the sector.

¢ "“So, too, Is the current trend towards privatisa-

} tion and deregulation which amount to abdicating
the State’s I'ESﬂDnSiblllty for ensuring that the min-
eral wealth, which 1s the heritage of all South Afri-
cans, benefits the nation'as a whole.”

The ANC document also said: “A new govern-
ment would need to explore various options in re-
spect of ownership patterns in the mining industry

« and, in view of the sector's strategic importance,
for the achievement of national development ob- °
Jectives, consideration would have to be given to
the nature and extent of State intervention and
ownership”. g

' In recommending the formation of a State, Min-
erals Marketing Authority, the ANC said such an |
agency would be empowered to enter into market-
Ing agreements with other countries,

,.1.3:“-—' kel
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By SHARON SOROUR
I.nhnur Reporter

to the Chamber of Mines.

the mining industry

laws abolished.

SOUTH AFRICAN mines were
not the “crucible” in which apart-

heid was strengthened, according

Rejecting allegations made
overseas by trade union leader
Mr Cyril Ramaphosa, chamber
president Mr Clive Knobbs said
had been at
the forefront of the campaign to
have discriminatory workplace

Speaking in Brussels this week,
Mr Ramaphosa, general-secre-
tary of the National Union of

In a statement vesterday, Mr
Knobbs said: “Calling for the
maintenance of sanctions against

South African minerals at the
same time as demanding higher

wages and the creation of addi-
tional jobs is contradictory.”

It also threatened the economic
survival of the union’s members.

All mining jobs were now open
to people of all races and there
was no job differential in pay, Mr

Knobbs said.

Thousands of blacks had moved
into mining industry jobs, previ-
ously reserved for whites, in the
short time since the statutes
were removed,

Mineworkers, urged overseas

20 X2 é

SA mines not apartheid crucible’

mineworkers was $134 or R348 — .
of being “out of touch with reali-
ty” and presenting “a distorted
argument”.

Mr Knobbs said by quoting
wages in dollars and by doing so
“erroneously”, Mr Ramaphosa’s
argument was distorted as the
rand/dollar exchange rate was
irrelevant unless used in an im-
port or export context.

“It is inappropriate to use a
dollar conversion to illustrate
South African wage levels be-
cause overseas audiences will
equate the conversion with the
purchasing power of the guoted

dollar amount in the United
States and then assume that it
has similar value in South Africa.

Mr Knobbs accused Mr Rama-
phosa — who said the average
monthly wage for black

governments to maintain sanc-
tions against South African min-
erals.
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By Derek Tommey

Mining house Gold Fields of
South Africa is winning the
| fight to increase its gold
mining profits in what 1s a
most difficult time for the
gold mimng industry

Three of the group's six operat-
g mines — Driefontem, Libanon
and Kloof — showed increased
profits 1n the September quarter

While Venterspost, Doornfon-
tein and Deelkraal had lower
profits, it seems that production
from areas now being developed
should help them improve profits
m the near future even iIf the gold
price remains at present levels,

Against this, sharply increased
tax and lease payments took
some of the shme off the group’s

achievements,
Alan Munro, head of Gold

Fields’ gold division, said 1n many
ways 1t was a good quarter with
several operations showing signs
of commg right.

In the face of a statie gold price
great attentron had been paid to
containing costs and increasing
grade

Total working costs rose only

3,8 percent from R575 mullon to
R597.mullion 1n spite of the mines
having to bear 1n full for the first
, ttme the mid-year pay rises

Mr Munro said these pay rises
averaged 15 percent. With labour
accounting for 50 percent of costs,

1. one would have expected at least

4 seven percent merease 1n costs
The average yield of ore milled
by the group mines rose from 7.2
grams a ton to 7,6 grams a ton
which lifted gold production by
781 kilograms to 27 341 kilograms

The average price received for
the group’s gold rose R315 to
R31 752 a kilogram:.

Aggregate pre-taxed profit was
R4 mullion higher at R312 million
But developments at Driefontein

and Kloof al- i
most trebled | » -~——
the tax pawd |, -

from R36 mil- |
lron to R97mul- |
hon, and group |-
after-tax profit | 1
declined from
R272 million to

R214 mullion,

Driefontein Consolidated
showed an increased profit even
though a rock hoist problem at
East Driefontem led to the mine
losmg 25000 tons of production
which resulted 1n a lower yield
and mcreased costs

East Dries’ profit dropped from
R86,2 milhon to R67,2 miihion.

At the West Driefontein divi-
SI0n an increase 1n the yield from
3.4 grams to 10,3 grams a ton with
only a shght increase in costs
pushed up profits from R87,1 mil-
lion to R1v8,5 mullion.

Altogether Dries had a pre-
taxed profit of R202,8 million
(June, R195,3 million) But tax
jumped from R#61,9 million to

IIIIIIII

“Alan Munro

R94,4 mllion and taxed profit
dropped from R133,5 million to
R108,3 mutlion

Kloof mcreased its yield from
11,6 grams to 12,4 grams and, with
costs up only R1,10 a ton, operat-
Ing profit rose from R81,8 million
to R96,6 million

But a R28,4 mithon swing round
In {ax payments from a credit of
R27,8 rulhon m the June quarter
to a payment of R56600 in the
September quarter, reduced taxed
profit from R1157 million to
R97,3 milhon

Plans to expand production at
Kloof and increase profits are
making good progress Production
18 expected to start in the new
Leeudoorn area 1n the first quar-
ter of next year at a rate of 60 000

tons a month. This will merease
total mine production from
180000 tons to 240000 tons a
month

At Libanon a fairly sharp mn-
crease 1 the milling yreld from
4,1 grams to 4,7 grams, a 10000
tons increase in the ore milled,
good cost control and a reduction
1n tax led to a R6,9 mullion turn-
around in profits The R2,6 mullon
loss 1n June was followed by a
profit of R4,3million 1n the Sep-
tember quarter

Doornfontein contimues to bat-
tle. A jump 1n costs from R168,87
to R183,08 a ton resulted m the
taxed loss increasing from
R2,45 million 1 June to R6,8 mul-
hion 1n the September quarter

—_
—— e —

However, rehef 1s in sight. Mining
of the Carbon Leader Reef in the
new No 3 Shaft area 1s e
to start 1n the current year and
build up gradually.

Mr Munro said that if the mine
was able to keep down costs 1t

still had a lot of Life ahead of it.
However, 1t could not continue

runnming for long with a loss of
more than R6 nullion a quarter.

Working costs jumped at
Deelkraal from R129,10 to R145,65
a ton and this, plus a small drop
In yield, cut the operating profit
from R23,4 million to R14,3mil-
hon. Taxed profit dropped from
R28,5 milhon to R15,8 rmilion,

Mr Munro said the increase in
costs was unacceptable However,
part of the cost rise was the result

of increased development which
should give the mine more flexi-
bility and should lead to an up-
ward trend mn production

Venterspost continued to find
the low gold price of R31732 a
kilogram too much for it in the
September quarter and had a loss
for the quarter of R9,5million
{R9,1 million) However, share-
holders need not despair Good
progress mn being made with the
No 4 Shaft complex and produe-
tion from what 1s 1 effect a ghal-
lower and apparently richer new
mine will start m July 1992,
Vlakfontein, which 1s m the last
throes of shutting down, 1s seeking
a buyer for 1ts dumps and also for
its freehold land.
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¢ Hujdé’rs of Joel shares afe 1o
“/dgubt hoping that the mine’s Sep-
tember quarterly report will
, contain evidence of an improve-
-ment 1 its affars.
Dubbed the super gold mine
., when it was taunched in 1986,
- Joel has failed. miserably 10

| =
These rose from R40,1:El“iﬂrﬂ_,_

reach its planned production tar- last December: t0 R742million-q-

gets. v - ~ at end-March and to R107,3 milzaks

. » This - has led to unforeseen lonat end-June. ° MU AR LY
" Josses and Jarge debts, which are Interest on the loans in‘March,

cansing concern about the fu- was R3,2 million. UG

L . By end-June snterest paid:had &

 fure.: by i " -

vy This, i reflected in the share risen to R5,5 mllion. Therefore:
price, which has fallen from Joel's total loss In Mareh, after. |
12090¢ at the end of last year 10 including nterest, was R19,8 mil |,
425¢, Lot lion and in June R21.2 million. i~
" And not even the higher gold  Asthe interest payments cofl-us

price resulting from the Gulf cri- tinue to rise, it is clearly going t0 '},
be more difficult for Joel to pro-

sis has been able 1o boost it.
- Joel's problems stem mainly duce a profit. wei o)
+from its inability to meet its ini-  Some brokers have even Sug:,

tial: production -target of 80000 gested that because of Joel's”
tons of ore a month. While the poor financial position it might |
milling rate rose from 37000 have {o close. NI W
tons a month in last year’s Sep-  Bul others say the milling rate ]
tember quarter to, 54000 tons in  has been increasing and' thatuit
this;year’s June quarter, it has should be within the mine’s capas, J.
. some way to go t0 80 000 tons. bilities to get production some:
Failure to reach its production where near target. LY |
target has lost the mine 2900 This, and an incease in:the |
kilograms of gold worth R90 mil- gold price;in 1991, as some peo-*,
lion in the 12 months to June. ple are expecting, would :be-
With this extra R million Joel's enough to turn it around. 3§

outlook clearly would have been Were this to happen, Joel-
i would have little difficulty :in .

The 1ass of revenue has led o raising fresh capital. - e '
sng Joss and mountmg It could then repay its debts §

_operatmg
debt_Joel had a 1oss of R69mil- and start with a clean slate oluj
lion m the September quarter the second phase of its develops
last year. It grew (o R10,1 mil- ment plan - liftmg its milling §
lion in the December quarter, {0 rate to 120 000 tons a months%
R16,6 million in the March gquar- Joel's September quarterly.re-.

{er,” dropping to RIS/ illion 1 port should throw some light' on
the June quarter. ‘ prospects. This report will:be 1
. o these Josses have (o be published in about two weeks! |
. added interest o growing loans. time © " aget b
——1280
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SOUTH AFRICA’s newest gold
mining company, South Deep
Exploration Company, comes to
the stock exchange on Monday
The listing has been long await-
ed and 1s likely to generate
great 1interest as the mine will
work what has been described
as “the most exciting orebody n
the world”

Trading will start on Monday
in the “rights” to take up shares
in Soudex, the JSE’s name for
the company, at R14,30 a share

The price investors are will-
ing to pay for the rights should

give some indication of what
they feel about the company’s
prospects

Mr Kennedy Maxwell, chair-
man of JCI's gold and uranium
division, sard last night the
project was an exciting one

Recovery grade

The South Deep project area
contains more than 780 million
tons of gold-bearing ore and
some 116 million tons of ore
with an average grade of 9,0
grams a a ton

DEREK TOMMEY

Western Areas

The haulages will continue to
the area where the shaft 1s to be
sunk and then to the western
boundary of South Deep.

Ramping to the reef mtersec-
tion in the probable shaft area
will be undertaken and the shaft
pillar mned and replaced with
slimes and aggregate. This will
provide more stable condifions

Boreholes will be drilled from
the haulages to check the results
obtained from surface bore-

holes So far 12 of these hore-
holes have been driven and they
have confirmed the surface
borehole results

The haulages will also enable
mining operations to start on a
small scale and 1t 1s expected
that some 15000 fons of ore a
month will be conveyed through
the haulage to Western Area’s
South Shaft where it will be
treated for gold and provide
money for the mine’'s opera-
tions

At the same time an ore re-
serve equal to at least four
years’ stoping at full production
will have been proved

“This will enable any final ap-
proval for the full-scale de-
velopment of a mime {o be given
with greatly enhanced confi-
dence,” said Mr Maxwell

The existence of the twin
haulages should greatly reduce
the cost of opening the mine

They are an integral part of
future minming plans and will
mimmise the capital costs of
bringing larger minming opera-
tions to production,

They would facilitate the pro-
vision of intake and return air-
ways at an early stage of the

undertaking They would also
provide the statutory second
outlet enhancing the expected
returns on a full-scale mining
venture

Mr Maxwell said South Deep
was planning to use ammonia as
a refrigerant 1n 1ts cooling sys-
tem This would save the com-
pany hundreds of millions of
rands

This ore will be sufficient to
keep the mine gomg for more
than 40 years at a milling rate
of 118 000 tons a month and at
an average recovery grade of
7,8 grams a ton.

"~ The mune 1s expected to pro-
"duce gold at R17 800 a kilogram

— well below the current mar-
ket price of R32 000 a kilogram.
However, JCI 1s not rushing
into full scale shaft-sinking at
South Deep “The mine will cost
R2.2 billzon and we want to be
as sure as we possibly can about
the project,” said Mr Maxwell
. .Jo do this, a detailed under-
ground prospecting programme

.Will be carried out from the 95

l-'i }

; ‘being driven into the South.Deep
. area from the adjoining mine,

-

level twin haulages which are
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SOUTH DEEP:

L

Location of the rich new mine.

KENNEDY MAXWELL: Thé'
mine will cost R2,2 billion. ’
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told the SA
1992 National Symposium on Pr

B

iredu' of §
olduct Certification

' The 450-0dd delegates saw the signing of an agre

which makes the SABS ithe,
first standards organigatibp’s
outside the EC whose dbpiifis
cation will pe recognised by
the German certify giionr
body DQS 14 f

Calling for the SA econg v
to be "relaunched” like WegtL,"
ern Eurui:e's. Dr Ranchod dﬂdﬁ
not mention bodiey which e
felt couls' highten the Joag of,
lis mission’s two officials,
dealing with trade Inatfers
However, when the matter
was raised in question time,
he named the SA Foundation,
the' Chamber of Mines and
the epal Industry

“The coal people have of-
fices 1n London and Bonn, the
Chamber of Mines an office
i London and the SA Foun-
dation offices London, Par-
1s and Bonn, They continye to
behave as if Europe 15 sti)]
Separate nations and ot an
iniegrated place with Brys-
sels'as its capita)

Fd

i

CML
% Power

& private-sector monrtor-
ing and lobbyng office could,
for Instance, produce 2
menthly update on develop-
ments in the EC, for which
ms office did not have the
Capacity, ,
“Stressing Brussels’ impor-
tance, Dr Ranchod referred
to power wielded by EC Com-
mission president Jacques
Delors “As chief executive of
thelargest trading bloc n the
world he holds enormous
power

It was a major break-
through for SA when State
President De Klerk met Mr
Delors when he visited Brus-
sels 1 May

Apart from that meeting
and the visit of the Fact Find:
ing Mission to SA 1p April,
further evidence of an -
{Jraving EC attitude towards
his country was a statement
last week by the commis-
s1on’s senior vice-president n
charge of development, He
had even called on the
SADCC countries to atddress
their task “in a renewed light
with, South Africa as,a part-
ner”
® Next week, Business Times
will carry 4 special feature
o Europe 1992, ’

|
datlnr =

Frivate sector is
andards Europe

ermnent
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» ¢ By Derek Tommey

JCI scientists are racing
““against time to find a

new arsemc-antimony
- Separation process 1n
. .order to keep Consolidat-

ed Murchison (Cons-
_~-Inurch) 1n production

., I they do not find the
\=process soon and the an-
~:timony market weakens
«g further, the mine will

probably have to close,
F says chairman MW
Hawarden

This could cost 1250
people their jobs

A further fall 1n ants-

mony prices and a
month-long strike caused
Consmurch to finish the
i, year to June with a loss
4 jof R6,4 million (profit of
b ¥R10,2 million 1n the pre-
4 t YI0US year)
‘12 After adding to this
4 1 14,2 million mn capital ex-
ypenditure, 1t had a deficit
-for the year of R10,6 mil-
lton.
"' With only R3.9 million
“available after providing
*for the 1989-90 deficit and
no end in sight to opera-
~tional losses, the mine
has had to take drastic
‘measures

Since June 1t has cut
rproduction by 25 percent
.and relocated or re-
trenched 353 workers

« It has imposed a gener-
1al salary and wage freeze
Jor the current financial
year, which has been ac-
«cepted in good spirit by
All employees, says Mr
Hawarden

ESSENTIAL

, The mine 15 to limat
capital expenditure for
the next two years to
items essential for con-
{inued production

" JCI has agreed to defer
.all fees due to 1t.

0. But at the end of Sep-
‘tember, Consolidated
g “Murchison already had a
s “eash deficit of R3 million,
" owed to JCL, and 1s sell
# 'ing surplus equipment 1n
i “order to repay 1ts debt

ﬁ Mr Hawarden warns
{ -that any further deterio-
g “ration caused by an even
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weaker market for anti-
Imony could necessitate

2 ;ﬁilacmg the mine on a
‘eare-and-maintenance

I" “basis, thereby forestall-

g the worly of ihE J(1

Consmurch in
phill battle

Consequently, they
have only a Iimited time
to develop therr process

The 1mportance of the
process lies in the fact
that antimony prices are
unlikely to improve ma-
terially in the short to
medium term, says Mr
Hawarden.

“The only hope the
company has for survival
13 t0 mcrease gold recov-
ery sigmficantly and to
produce a value-en-
hanced antimony prod-'
uct,” he says

He believes the use
of the so-called Foxsmelt,
technology developed by
JCI couid enhance gold
recovery and produce!
crude antimony oxide f

This would permit the
phasing out of the pipe
reactors with thewr mgh [
operating costs

“It remams necessary,*
however, to define more’
precisely the operating
conditions required to
minimise gold reporting
In the crude oxide before
proceeding with the de-
tailed engmeering design
and costing of the neces-
sary reactors ”

ARSENIC

" He says much of the
gold being lost 1s asso-
ciated with arsenic, an
undesirable tmpurity
The problem 1s hemng ad-
dessed by the JCI re-
search laboratory with as
much urgency as avail-
able resources permt,

He hopes that a work-
able solution will be of-
fered before next June.

Mr Hwarden says suc-
cess by JCI scientists
would also enable the
company to realise the
antimony, gold and base
metal values of stock-.
piled arsemcal middhng
and other residues on
surface

He does not elaborate,
but reading between the
lines 1t seems that the
process could provide
Consmurch with a cheap
source of gold and ‘anti-
mony, -
» »*Should the outcome of |
this work “pro¥é* that Gn¥1
creased capital expendi-!

ture 1s warranted, ways
and means of financing 1t

Wil DC examined” Ke
says

T —
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ET Cons
to provirt
platinun®
find ©

By Derek Tommey .
Bastern Transvaal Consolidated
Mines (ET Cons), which has been
mining gold 1 the Barberton area
of the Eastern Transvaal for
more than 100 years, could under-,
goa metamorphosis. ,

It Has found mekel, CODPEL and'
platinum group metals on the
tarm Slaaihoek, where it owns the
mineral rights and mining title.

" The chairman, Mr Rob :?Jﬂson,
sad last mght that ET Cons was
to spend R5,1 mulhon determimng’

1991 - P

This expenditure would be 1n
addition to the proposed R6,3 rmil-
ion for other prospeciing. . .

Prospecting

H

The prQSpectmg,’prn gramme on
Slaathoek should be completed to-
wards the'end of next year

‘ET Cons has been mtensively
secking new gold deposits 10 off-'
set ‘the depletion of reserves at
ts New Consort Tmine. ET Cons
s also prospectitg 1o the vicin-
ity of its Gheba and Agnes MINes

In the year ended June total
gold-bearmg ore reserves dropped
from 1344000 tons averagmng
3 133cmsg/t to 937 000 tons
qveragmg 4 067cm g/t.

ET Cons sharel;mldérs agreed
ot the annual meeting yesterday
{o ‘sub-divade their ’odmgry"ﬁﬂc

;|-1-.+

shares 1t0 20 shares of 2,0 each.

™
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The National Union of Mine-
workers (NUM) and the Cham-
ber of Mines decided at a meet-
ing yesterday to draw up a
framework for addressing the
problem of racial diserimina-
tion in the mining industry, the
union said

Yesterday's meeting was the
second to take place between
the NUM and the Chamber
since the umon started a defi-

M1t0 fix rai:ial [;olicg,;

lli

ance campaign against racial
discrimination  earlier ' thjg,

year Qhy ,dwlqo @ -
The NUM said mumers had
stepped up their defiantd:

against alleged racial discrimi—
nation on mijnes |

Miners were no ucting
defiance actions at Kriel Col- |
hiery near Witbank, the union
said — Sapa. '
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By REG RUMNEY

THE ANC could conceivably take a strong-
er line on exporting fimshed goods rather
than raw matenals than the present govern-
ment
Thus, known as “beneficiation” of or ad-
dung value to raw materials, has been ap-
plauded by Mintek president Aidan Ed-
wards, one of the chief proponents of
beneficiation for some years

“The ANC 1s absolutely night. The one ad-
vantage Southr mm._nm has 1s its minersi

wealth?  WWad 120 - 1¥]1s]40

Edwards reckons that stronger action
could be taken to protect the domestic manu-
facturing industry, He even advocates some
form of regulation to prevent raw matenals
streaming out of the country. Thailand, for
1nstance, a major tin producer forbids tin
leaving the country in concentrate form

Here, says Edwards, the corporations
have gone for the quick buck 1n exporting
raw matenals

It can also he a method of taking money out

of the country @
Exporting t0 an overseas subsidiary,
which then makes and sells products means

most of the money to be made stays abroad
and relatively Iittle 15 remutted to South Affi-
ca The process 1s heiped by subsidiaries
underinvoicing for raw materials from
South Afnica

Only relatively recently has the South Afri-
can government come to recognise the 1m-
portance of thus course Edwards cautions
that 1t 18 easy to talk glibly about adding val-

il o

—_—

ue to raw matenials, but another Eh_m to.do
1t However, he believes opportunities can
be created for beneficiation.

Beneficiation and export of fimshed goods
are often linked, because of the need for
economies of scale to make local manufac-
ture viable, ]

Crucial 15 the creation of products which
can sell in the international marketplace, and
here Edwards notes 1tizs.idéal fo work with
mwﬂgﬁ who has knowledge of the market-
place
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State shoyld control the

the mines themselves aren’t nationahsed,
the State should at least own the mmerals
which form the mining industry’s raw mate-
rials

That 15 the implication of the recent African
National Congress discussion document on
economic polcy.

The ANC has not abandoned the option of
nationalisation of mines, as can be seen by
the following, carefully phrased statement
“A new government would need to explore
various opfions i respect of ownershup pat-
terns 1 the mining industry and, in view of
the sector’s strategic importance for the
achievement of nattonal development objec-
tives, consideration would have to be given
to the nature and extent of State mtervention
and ownership.”

Though it is understood the drafting of the
document involved National Union of Min-
eworkers (NUM) and Congress of SA
Trade Unions (Cosatu) representatives, the
ANC’s document takes a softer line than
NUM {

NUM, according to the union’s economic
adviser Martin Nicol, is still strofigly mn fa-
vour of nationalising the mines

The document also expresses concern
over the “current conglomerate control of
mining finance” and “the current trend to-
wards privatisation and deregulation,
which amount to abdicating the State’s re-
sponsibility for ensurtng that the mineral
wealth, which 1s the hentage of all South Af-
ricans, benefits the nation as a whole,”

Both, the document reckons, are an im-
pediment to an alternative strategy for the
mining 1ndustry So the ANC would re-
nationalise mineral rights

In theory, all mineral nghts now belong to
the State and are leased by exploration com-
pames and mimng houses The draft Miner-
als Bill now before parliament proposes to
transfer all mineral rights to private owner-
ship

The Bank of Lisbon’s Fconomic Focus,
written by an anonymous economic consul-
tant, discusses the matier extensively, The
author notes a National Minerals Corpora-
tion, was proposed some years ago, by
Kruger and De Wit in an Interrational Af-

fairs Bulletin,

Kruger and De Wit proposed that all min-
cral nights be vested in this corporation
Some-South African groups have been ac-
cused Of at tumes retaining mineral rights for
decades without undertaking meamngful
prospecting.

Statawownership of mineral rights would
arguabdly not entirely solve these problems,
accord®ng to Economic Focus

But 1¢twould transfer ownership of mineral
wealtito the people, without nationalising
the mmes themselves.

Previous mmeral rights holders would re-
celve Shares 1m exchange for their nghts,
though the corporahon would buy mi.neral
rights from mines

“They would own shares,” says Econom-
ic Focus, “1n the National Minerals « ‘orpo-

————

\ﬂ a Lo - \%& ln!ﬂ

Who should own what lies beneath
South Africa’ s soil? The ANC's
economic policy document hints at an
alternative to nationalising the. mines

ning the raw materials, REG
q\0 } RUMNEY repor: @

f

ration for prospecting and mining licences.

“Prospecting hicences 1ssues t0 mining
compames on an annual basis by the Na-
tional Minerals Corporation could follow
the consolidation of mineral nghts, and
could be based on peolopically defined par-
ameters and not efficient farm bounda-
nies, Once a viable deposit 15 discovered se-
curity of tenure could be conferred on the
discoverer, who could then mine or trade
the deposu.

Clearly coming from a free-market posi-
tion, Economic Focus proffers some
strongly worded arguments agamst a State
Minerals Corporation. 5}

It believes, anong other th:ngs, there
would be problems in accurately ascertain-
ing the vaiue of mineral nghts acquired from

private owners, that it cuts across South Af-
rican common law on land ownership, and
that mumng compames would be expected to
explore mining prospects with no guarantee
that they could negotiate successful agree-
ments omrmineral rights to begin mining,
that granting of mineral nghts could quickly
reflect considerations of patronage

These and other knotty points need to be
weighed carefully by any future govern-
ment, and underline the complexlty of the
matter The ANC will probably want to
study the details of the minerals pohicies of
other countries to test these and other argu-
ments

One argument adduced by Economic Fo-
cus 18 crucial because it touches on another
aspect of economic policy sketched 1n the
discussion document Nationalisation of
mineral rights m South Africa, it says,
might unduly emphasise cnmmodlty pro-
duction 1n a era where other developing
countries are likely to step up production of
primary commodities

The emphasis, 1t adds, should be on min-
erals “benefictation” projects — projects
winch turn minerals into products which
can be sold at far huigher pnices than the raw
commodity, for example, gold jewellery
Etﬂ%er than gold bullion

e ANC’s economic po:};y dotument
fifkes it clear Yaddidg value” fi5 ﬁi"ram
Enals is aﬁa;rea 1?’55‘1‘151:1&3 of phramount
iriportance.Hence it will have to take into
account the effect of 1ts minerals policy on
the chain of production, *

In sum, it can be seen that forging a new
minerals wealth policy won’t be easy. What
to do about minerals provides a good exam-
ple of the difficulties any new government
will encounter in trying not to throw out the
baby with the bathwater

-
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.::.:mtrade at low levels

""l"l.l 1)

SOME of SA’s corporate giants are

. trading at or near their lowest levels

" mﬂn the JSE this year — but fund man-

.agers and analysts expect prices to

fall further as the threat of world
recession looms.

- 4310]ds are still nowhere near levels

reached 1n previous bear markeis so

3hares could well fall further,” a J D An-

derson analyst said
* Mining based conglomerates dominate
;he list of “blue chips” trading at dismal

share prices
* They include industry leaders like Bar-

plats (at 500¢, a fraction of the 1 800c 12-
month high), Rusplats (5 875¢c off 9 250c},
De Beers (6 150c nff 11 000c), Anglo Amert-
can (8 100c off 14 900c), Johnies (3 350c off
§ 100¢c) and Gencor (840c off 1375¢)

. '“The outlook for precious metals is bad
* . the heavyweights are being sold down 1n
favour of cash instruments which are safe
4nd offer real returns,” a Davis Borkum
Hare analyst said

> But non-mining leaders have also been
battered Companies like electronics group

.IHI'JI-I-
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Reunert, industrial holding company F' S
Group and chemicals busimess Sentrachem
all touched annual lows recently.

“Heavyweights are more hquid — they
are bemng sold as investors hope to buy
them cheaply when the market bottoms”

“Shares in smaller companies are less
tradeable and some investors are riding
out the storm as they may be unable to
repurchase the shares they sell when the
market turns,” the J D Anderson analyst
said

Another broker said clients were ad-
vised to sell holdings in diversified con-
glomerates and buy mto more focused
businesses

“At best the conglomeraies will match
the indices, but some of thelr subsidiaries
should outperform the market,” he said

Are bargains to be found at current
prices was the question put to AA Life GM
(investments) Stephen Meintjies. He said
“Some shares look oversold but institutions
are holding back in case they move even
lower.”

This was confirmed by Sanlam’s GM
(investments) Ronnie Magson “We are not
selling equities but are withholding funds
as share prices may drop further”

As usual, mstitutions were acting on the
herd mstinct, an analyst added

“Selected shares look attractive at these
prices but at current interest rates cash is
still king,” he said

“The moment one mstitution starts buy-
ing they’ll all rush in and chase the same
stocks.”
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Lower average ‘metal prices,
with the exception of copper,
affected after tax profits of
Gold Fields coal and base metal
companies for the September
quarter.

All companies, with the ex-
ception of Zinc Corporation of
SA, reported lower after tax
profits The further decline in
the tin price resulted in Roo:-
berg Tin continuing to incur
loses despite the beneficial ef-
fect of the rationahsation pro-
gramme

Gold Fields Coal’s tonnage
mined was little changed at
2,6 million tons, but the com-
pany reported lower sales of
R56,9 milhon (R67,1 milhion) and
a drop i sundry revenue to
R809 000 (R1,6 million) After
tax profit reflected a sharp drop

A4'Tmiiion (R9,0 milion)
Capex was higher at R2,6 mul-
lion (R2,1 mallion)

Rooberg Tin’s ore treated de-
creased to 60000 tons (66000
tons), while tin grade mereased
to 0,59 percent (0,50 percent)
This resulted from further
planned steps taken by the com-
pany to reduce losses being 1n-
curred

Cost of sales were lower at
R4,6 milhon (R5,5 milhon) and
after tax loss for the quarter
was reduced to R51 900 from the
previous quarter’s loss of
R893 000

Black Mountain Mineral De-
velopment reported higher sales
at R66,0 milhion (R47,7 million),
but the sharply higher cost of
sales at R44,9 million (R23,7 mil-

lion) as well as lower sundry
revenue of Ri,3 million
(R2,6 million reduced after tax
profit to R14,1million
(R14,9 million)

Zine Corporation of SA’s
higher sales tonnage of 22812
tons (18977 tons) boosted sales
revenue to R104,5 million
(R88,8 milhon) Profit after a
higher tax was accordingly at
R8.8 million (R8,6 million) In
spite of a higher tax bill of
R8,7 million (R7,5 mullion)

O’Okiep copper company’s
higher tonnage milled of 508300
tons 489200 tons) was offset by a
lower grade of 1,32 percent (1,45
percent) and an mcrease in cost
of sales to R34,3 mtllion
(R26,6 milhon) A drop in sundry
revenue to R2,4 miilion
(R4,2 milhion) further impacted

t base metal mines®

on profit after tax which fell to
R12,9 mitlion (R13,7 million), ..

-

Northam Platinum’s capita
expenditure was lower at
R67,2 million (R106,1 millon)’
Net income after tax Increases
to R11,9 million (R3,3 million) .

Gold Fields of Namibia re*
ported a drop 1n tonnage treated:
to 407302 tons (413769 tons) and:
lower sales of R100,0 million"
(R102,5 milhon) )

Lower cost of sales at.
R81,3 million (R84,7 milhon) and®
fretght and realisation costs
which decreased to R9.2 million-
(R9,6 mitlhon), helped to boost?
before tax profit to R8,6 milliont!
(R7,2 milhion)

Proiit, after a tax bill of¢
R3,6 million (R3,4 million), m=
creased to R5,1 million:
(R3,8 million) —Sapa g
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- ANGLOS staged a late recov-

ery on the JSEFyesterday to

iclosé off midday lows after
coming urder foreign selling
pressure.in the morning.

1. Foreigners have been net
sellers of De Beers shares in
recent weeks as they expect
the slowing world economy to
impact on the world diamond
market. On local buying, the
diamond share recovered
from an early 125¢ loss to
close 80c easier at R64,20 with
foreign sellers at R64,20 and
R64:

< Anglos recovered the 25¢

1™loss.to close: unchanged at
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JABULANI SIKHAKHANE

On the gold board, heavy-
welght gold shares attracted
some interest in thin trading.
VAAL REEFS and DRIES
closed firmer, while among
other golds BABROOK,
DOORNS, KNIGHTS and LI-
BANON also made gains. This
helped the gold mmdex close 7
points firmer at 1445,

Against the trend, mining
financial, GFSA gained 200¢
to R68, while in other minings
platinums weakened further,

Industrials were steady to a
touch easier with institutional
buyers nibbling at selected

I'LrL

15
sure -~
ol “4 .
stocks. AMIC rose 150cyto
R73,50 on 140 981 share: worth
over R10,362 million traded in

14 deals. |
In the chemicals ang oils

sector, SASOL and ENGEN
made strong runs withgams |
of 20c and 50c to R14,6 and
R27,50 respectively, Rl.lbhﬁl‘
producer, BTRDUNLOP, at- |
tracted good institutioal de-
mand and the share rose 150¢
to R22, while retail share
WOOLTRU rose 15)¢ to |
R51,50.

RICHEMONT and L)ONR-
HO were easier, desfite a
weaker finanecial rang but
BARLOWS' held stealy' at
R30,75. |
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| National Union of
Mineworkers and thé Chamber of
Mines are to join forces to stamp
out racism on mines, |

The two groups decided at 2
Conciliation Board 'meeting this
week t0' jointly draw up a frame.
work for addreising the problem,

This was the second Concilia-
tron Board meeting between the
two since the Num initiated a
defiance campaign against racial
discrimination on the mines earls-
er this year. 1

Once such a'general framework
for addressing the problem of rac-
iSm was agreed to between them,
they would return to the Concilia.
tion Board, the Num said In a
statement,

This general framework wil
cover the drafting of a definition
of racial discrimination; a decla-
ration of intent on abolishing ra-
cral discrimination; the drafting
of a chartet prohibiting racial dis.
crimmpation 1n the mining indus-
try;, the drawing up of a pro-

d 3

i
1

gramme of action to abolish raciai
discrimination: and the establish-
ing of disciphnary procedures for
handling violations of the princi-
ples enshrined in the charter.

W Meanwhile, miners — mainly at
Witbank Colleries — have stepped
up their defiance against alleged
racial discrimunation on mines,
the Num said ,

Miners at Matla Colliery are
usmg bathrooms and change-
rooms reserved for whites The
Num said mine security had al-
legedly been using teargas in an
attempt to drive the workers out

Also, in defiance of mine regu-
lations, workers are using buses
reserved for whites to get to and
from work.

The Num added miners were,

bank.
In.a provisional memorandum

handed to the Chamber of Mines
" at Tuesday’s meeting, the Num

;5,!'_ 4 & 4

carTying on as before apd “they
reject it, the"Num said B s

practices that are and have ah%ay#;
been racially discritminatory must
be stopped :

this jmatter as it mvolves our
‘members’ human digrity and -
conducting similar defiance ac-;: ‘ ‘:'L_OIVBS thF question  of ﬂ}umﬂﬂ
tions at Kriel Colliery near Wit- + Tights which are umversal,”

sive list alleging instances where
racial discimmation . was stil]
Practised on the mines. — Sapa

sard: “It should be made clear to
you that our members can recog-
nise racial discrimiation, no mat-
ter how 1t 1s disguised

“Our members feel that you.,

are disguising racism Indeed they
see only one change since some
laws that enforced discrimination
were removed earlier this year.
and that 1s 1n the way disrimina-
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Miners see this as an excuse

Lz
3 ‘

“We reman adamant thdt all

“We cannot compromise on

The Num attached an exter-
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Sharp drop ;
By Magnys Heystek at 837410
The Sharp drop 1n the price of It was fixed n London YEes-
gold ang Platinum, ty, of South terday afternoon a¢ $380,70,
Africa’s Major expory “arners, down mope than $7 3y Ounce
will lead ¢ 'PWard pressyre of, Compared w,th closing prices 4¢
domest;e interest rateg, dashing  the weekend
any hopes for ap, early returp tq Platinum wag also depresseq
higher growth by fears of 7 worldwide reces-
Investors’ fears, coupjegq WIth  s1on with the Price dropping ¢,
forceg hiquidation of bullion 1 foyr yéar low of $403,75 ap
the Middje Kast, pushed the gold ounce.
Price dowp by more than 313 to Fﬂmﬁca fear that a world-
$375 ap Ounce at tpe close jp wide €conome récessiop wili]
New yYork last myght depress sajeg for the motor 1p-
It opened 1 Hong Kong today  dustry, the major user of plat;-
- ——— - b — /l
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The staunch efforts made earher

this year to keep 1n operation
Rand Mines’ ERPM gold pro-
ducer, were well rewarded 1n the
September quarter, with produc-
tron, gold output and profits signs-
ficantly higher and total working
costs sharply lower

But another Rand Mines pro-
ducer, Harmony, produced poor
results due mamly to labour prob-
lems which also affected Bar-
brook where lower than expected
grades have led to a revaluation
of ore reserves
' Quarterly results 1ssued today
show that ERPM’s working loss
was reduced by 70 percent from
R16,3 mullion in the June quarter
to just over R5 mullion which n-
cludes the payment of some

R3,8 million 1n retrenchment
benefits

Following the sale of some of
1ts sand dum;:s and shmes dams,
the mune showed an overall profit
of R12,6 million for the quarter
This represented a turnaround of
some R37 milhon from the Jume
loss of aimost R25 muliton

Workimg costs reflected the ra-
tionalisation programme, drop-
ping from R60,6 million to
R47,8 mlhon, while gold produc-
tion was a higher-than planned
1 340kg of which 1250kg was
sourced from underground.

Tonnage milled from under-
ground was 33 000 more than
planned at 242 (00 tons, and grade
improved from 3,9g/t to 5,17g/t

Surface gold production
dropped from 166kg to 90kg owing
to extraction difficulties, but pro-
duction 1s now back at the
planned rate

Welcome as the improved prof-

1t 15, ERPM still has a long way to
g0 before 1t 18 out of financial dif-
ficulties.

At September 30 1ts net bor-
rowings totalled R360 mullion, of
which R47 million comprised de-
ferred interest

Durban Roodepoort Deep has
also benfited from the rationalisa-
tion policy at the mine Helped by
an werease in tonnage milled and
a higher grade, total revenue for
the quarter was R33,5 million
(R32,1 million} while costs were
R30,8 million (R29,5 mmtiion) leav-
1ng a working profit of R2,7 mml-
lion (R2,6 mllwon)

Blyvooruitzicht which also
faced difficulties earlier this year
reports a workimg profit of close
to R4 million for the guarter,
down from R5,8 million 1n the
June quarter

Pre-tax profit was R4,2 rmilion

PM@escue operation looks good

(R6,7 million) and taxed profit
was R3,2 mullion (R5,6 nullion)
Blyvooruitzicht has sold
forward over the next three quar-
ters almost one third of its pro-
duction at prices ranging from
R24 938 to R36 242 a kg. (The cur-
rent gold price 1s about R31 800)
Harmony had an after tax loss of
R11,6 million for the quarter after
having a R164 000 loss m June
Ilegal work stoppages and
other disruptive tactics, coupled

with underground fires at three-

shafts, affected production
Harmony officially recogmsed
the NUM during the quarter and
negotiated wages ncreases of be-
tween 14 percent and 17 percent.
Barbrook’s operations were
plagued by mdustrial action and a
lower than expected ore grade

which resulted 1n a net loss for the

quarter of R3,5 malhon
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Anglovaal

b\ Do 14 1 (0|40
THE Anglovaal gréup, whose myriad sub-
sidiary and associate companies operate in

finance, miming and industry, has m- corded by most of the group’s gold mines
creased consolidated attributable earmngs  — the result of a declining gold price and
for the year ending June by 30% to R238m escalating working costs.
(R183m) This was reflected in the huge fall in
The R238Bm figure comprises minerals gold mining’s contribution to group at-
and other metals (81%), foods and bever- tributable earnings - from 16% last year
ages (21%), diversified business (15%), .to only 5% this year.
packaging and rubber (13%), finance and Gold earnings were further constrained
other (8%), construction/electronics (7%) by the effect of expenditure on exploration
and gold muning (5%) - +-and purchase of mineral rights,
Farnings a share rose 24% to 530c (427c). The exploration programmes for gold in
This translated into a 21% increase in the the northern Free State, conducted

total dividend a share from 76c to 92¢. through Sun Prospecting & Mining and

The group, which employs 88 000 people,  Oribi Prospecting & Mining, continued to
thus boasts a 28% average annual growth  account for the largest of such

porti
in earmings a share over the past five expenditure, Hersov said. |
years. The corresponding growth in div}- w m

dends per share is 21%. n .
Chairman Basil Hersov said in the annu- Str ateg 1C ‘_

al report released yesterday that the most Total expenditure on the Sun area

_ significant factor contributing to the high- amounted to R205m by end-June 1990,

er earnings had been another considerable
increase in the equity accounted earnings
of 60%-owned Associated Manganese
Mines of SA.

The reasons ncluded increased dis-

- while total expenditure for the current
year was estimated at R51m.
On the foreign front, Anglovaal’s associ-
ate mf:{neral resources company Anglo Pa-
_ cific Resources (APR) made “satisfacto
patches of manganese, iron ores and fer- progress” in cnn(solida)tmg its pssitman aurg
rochrome; higher US dollar prices for all expanding in industrial minerals.
products; and the lower average value of ﬁeraov said the Investment in APR was

the rand against the US dollar, strategic and It was not ex

pected that APR
Group earnings had also been enhanced would make any significant contribution to

fby results fiﬂWinEis tl}{uugh for the full year group earnings in the short term,
rom recent acquisitions. On future prospects, Hersov said the
The cessation of losses relating to the major challenge of the coming year would
operations of the Klipspruit Colliery, sold 1o i1e maintenance of earnings a share on
n June last year, had been “another posi- .. increased share capital resulting from

tive factor”, Hersov said, .
However, reduced profits had been re- giﬁiﬁgﬁﬁ ggjﬁ;and the simplifying

,pushes up =
its eal;tnings to R238m’
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BASII. Read Mmng was
formed three years ago and
has grown fo an expected
turnover of R100m this
year.

Mimng MD David Law-

- repnce Says mimng OPEr-

ations are 1n three areas —
underground construction,
railway and civil work, and
open cast minng

However, as the eco-
nomy slows down, increas-
ing the workload becomes a
problem, though this has
been offset somewhat by
the fairly active platinum
industry

Gold mines have can-
celled work, several major
projects have been tempo-
rarily or permanently

' shelved, and Basil Read is
_ again gazing further afield

“We are presently 1n-
volved 1n Botswana and
looking at Mozambique and
Zimbabwe,” says Law-
rence.

.m__,m.qr Imi \ﬁ ¢ o
by 10 ML M Dyl ?VOL:, V_:‘_ v \(J S

i New. projects undertak
en 1nclude the Letaba
power station on the Vaal
River, where we are en-
gaged 1n tunnelling under
the main turbine hall to
create the necessary ex-
pansion voids 1n rmﬁﬁm
clay -

“We are also mvolved 1n
driving a 2,5km tunnel for
the Johannesburg City
Council, which passes un-
der the Juksker River, the
N3 and Buccleaugh.”

The lower rand value has:
aggravated, among other:
things, the price of sophsti- °

cated underground -plant

and the company has devel- !
oped a specialist plant xe-

building division which 1is
already proving 1its worth

The company is bulding |

its own shaft driling jumbo
(for long hole retfreat-min-
ing) and has recently com-

[

pleted a three boom™*hy

LWt }

draulic drill ng (to drive a

to pr
P "AaA\D
2 5kg declme shaft) &

The company has also
just completed the remote
concrete hining of a vertical
shaft, using equipment de-
signed 1 conjuction with an
overseas company.

The relining system 1n-
volves lowering and raising
a rapidy' spining Dozzle
which sprays concrete un-

HAm b

der high pressure around

the permmeter of a shaft -
1___-[

itability

L

The major "advantage 1S
that no personnel are re-

qured to enter the shaft®

fromi the beginmng until
the end of the operation
Looking at the long term,
Lawrence 1s confident “the
future of southern Africa
has to hinge around the

-mining industryas a whole,
-and from that pont of view

aloné we remain optimistic
of the future developments
of the company”

DAVID LAWRENCE , -..
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"3t By Derek Tommey
. All 'four Anglovaal gold mmes
have sold forward part of their
gold ovtput. They wnll receive
R33 449 for gold delivered n the
December quarter, and R34 689,
and R35 859 and R37 037 for gold
delivered in the first, second and
third quarters of next year.
Hartebeestfontein 1s selling
about’27 percent of 1ts produc-
tion, ET Cons about 30 percent,
Village Main about 24 percent and
Loraine about half.
Hartebeestfontein milled
757 000 tons 1n the quarter, down
from 789 000 tons m June and this
led to a reduced gold output and
increased working costs
Revenue dropped from
R223,3 million to R214,9 milhion
while costs rose from R156,7 mal-
lion to R161,1 million, resulting in
a working profit of R53,7 million
(R66,7 malhon) Profit at the low
grade plant dropped from
R10,5 mullion to R9,6 million.
Profit before taxation and
state’s share of the profit was

N ‘ ‘1 L :.| ! : ¢ \ -
e L R B .
b, :
1- l' |l‘ b o 1
e 0

taxed pI’Oflt was R34,5 million
(R38,5 mullion). p

At Eastern Transvaal Consolidat-
ed a drop in ore milled from
96 800 tons to 81100.tons resultceﬂ
in revenue dropping from
R29,5 million to R25,0 million and
the working profit falling from

R125million to R7,3mullion. *

Taxed profit was R%Omﬂhonl
(R9,2 mullion).

Village Main had a worl-:mg
profit of R742 000 (R1 193 000) re-
flecting a lower tonnage treated,
the lower gold price and in-
creased costs. Its taxed profit was
R503 000 (R1 203 000)

Loraine mulled 378 000 tons dur-
ing the quarter, up from 367 000
tons in the June quarter It also
increased 1ts yield from 4,9 g/t to
5,1 g/t which helped lift gold pro-
duction from 1 801kg t0 1 920 kg

The working loss was cut from
R6,2 million to R3,8 mullion. After
taking into account other income
Loraine had a loss after tax for
the quarter of R1,16 million

R71,0milhon (R84,9 million) and  (R1,15 mullion),

e e PR ke, ™0 - - — ﬁ
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o Gold prices showed signs of pull- f L4

—\ mg out of thelr dramatic tailspin o

g. on world bullion markets today ¥

and recorded marginal recoveries ! %ell

in key centres.
Gold was quoted at $369,950 an ‘

ounce 1n first deals in Hong Kong

the close yesterday, but s
350 below recent peaks a
of the Middle East Crisis

4] tional gains to $366,7

ket.

this mormng, $2,14 hgher than at

The modest rise followed frac-

vork, in line with the London mar-

Dealers sald “tachnical correc-

tions” were steadying prices after
2 massive wave of selling by Far

t1ll nearly
t the start

0 in New

1116
% workers in the past two years,
managing director Lsary Maude re-
br vealed that a further 10000 jobs
940 d would be 1n jeopardy i gold prices
wdaptO stayed 1n the doldrums.
'““""g:"" The Nattonal Union of Mine-
P8 workers has estimated that
(o 30 retrenchments on South African
%ﬁ gold mines as 4 whole had reached
g 29 000 since the start of the year.

East and Middle East speculators

earlier in the week

The Chamber of Mines has
warned that thousands of mine
jobs were at risk, with 18 mines

operating at a loss, if gold stayed

below $390
At Gengold, where retrench-

ments have already hat 17600

@ 10 000 jobs at risk — Page 23.
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" THE, ANC has launched an initiative
to raise millions of rands in funds
from SA’s corporate seetor, a move

~ that has created huge dilemmmas for
. the business community.

It is understood that senlor ANC leaders,
includlng Nelson Mandela, have met a

‘range of top businessmen in the past few

. weeks to broach the subject of monetary

donations and payments in kind for activi-
ties ranging from the resettlement of ex-
jles to the purchase of office equipment,

., Indications are that the organisation is

seeking large amounts — well into seven
figures from the larger corporations.
Business Day has tracked down two cor-
< porations that have been approached, and
one that has reason to belleve it will re-

, ceive a request “any minute now”,

" One of the former, Anglo American, re-

" fused to comment at all on the approach

made by Mandela at an October 38 meeting

' with chairman Julian Ogilvie Thompson

'l and former chairman Gavin Relly. The

- encounter was described at the time as

‘“'private and informal”, * .
.+ Citing the extreme sensitivity of the is-

sue, the other two — also leaders in the SA
business community — agreed to talk to

. Mandela approached Anglo @ N

ANC wan =
T undm I
blg bUSlnesS
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clal favours. One company's representa-
tlve sald he believed that if businesses
were going to be involved in funding politi-
cal parties, they would have to be more
even-handed than they had been in the
past.

He agreed there had been substantial
corporate funding of the NP and the DP
and its predecessors. It now had to be
recognised that company stakeholders

supported a range of parties.

His approach, if party funding was to
become the norm, would be to support all
groups that upheld values such as commit-
ments to negotiating a new 8A, to econom-
ic growth, to multi-party democracy and
to the rule of law,

“There are obviously groups which
would not qualify in terms of these princi-
ples — for instance, the CP, and the PAC.
too for as long as it refuses to participate
in the negotiating process,” he said

He added it would be a cynical view to
assume that providing funding to the NP
and the ANC was a way for compantes to
“hedge their bets"”. If there was to be cor-

orate fundlng of political partles, the goal

3 JBusiness Day only on cnndltlnn that they . #ﬂhuuld be to contribute {0 3 cnnstructlve
-u-a.mere not identified. © Rl Jao M
«» | Neither has yet given, or is ready to give, 74" Both he and t.he* kesman*‘ for the

a flrm response, They Indlcated requests to ! s? aecnnd company made t clear they would
fund party political activities raised di- ?- feel more comfortable if the requests were
lemmas in principle. Regarding the ANC . , for sp ecifle social projects — such as the
in particular, there was concern about ita oy ﬂ;resettlament of exiles — rather than for
hostile attitude to blg business. il pure party political activities.

*There was a general resistance towards -

getting Involved In party political funding

for the purpose of buying business or finan-

——iiepi—

~+ The second spokesman sald it was basic
pollcy not to sponsor political parties and

1To Page 2

ANC W) «{,\\n\’\o

his company 'was unlikely to fund pure
political activities "althnugh we would be
foolish not to consider any request”.

ANC economic pohicy, pcrticularly its
attitude to large businesses, would be an
important 1ssue, one spokesman said.

Few businessmen believed that nation-
alisation was a serious policy option for the
ANC, but there was concern about its poli-

cy on dismembering conglomerates
“We would certamnly first demand

answers to questions about their intentions
on economie policy, and particularly whe-

20 From Page 1

er they expitet us to support a parly
whose strategy Is to break us up,” he said

A further dilemma on the part of both
spokesmen was expected anger on the part
of non-exiles, should the companes make
large donations to exiles

“This would, for example, mean giving
exiles privileged access to housing whiie
many of our own employees are not ade-

quately housed,” one sad
Repeated attempts to reach the ANC’s

treasury department for comment were
unsuccessful

aniC . ——
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HE, imageg of the African
National Congress, metaphori-
cal cap in hand, seeking dona-
tions from big business, star-
tles the mind and arouses sus-

picions of disipformation
, Yet, in a carefully phrased
" statement, the ANC acknowledges
21ts leaders haye approached busi-
ness barons as part of its “strate-
n gy of internat fund-raising”
» ‘There is, of course, nothing unusual
" about politiclaps seeking funds from
« business or of businessmen lobbying
» for favours foom politicians
.t ‘The ANC las, however, declared
ideological wer on big business in the
past Assertirg that apartheid and
«capitalism areftwo sides of the same
- bloody coin”, 18 spokesmen have ac-
~cused business f conniving with Gov-
' grnment to sustun apartheld
Thus, while £ was not surprising
. that the former chalrman of Anglo-
+American, GavinRelly, led a party of
+ businessmen to Zambia in 1985 to
confer with ANCleaders, an ANC ap-
» proach to capitalst moguls for funds
.8till merits headlhe treatment
“ The ANC remaps formally com-
»mitted to the Freedom Charter,
selauses of which ame calculated to In-
“duce~neuvralgia, if not worse, in the
~ august chambers ofpommerce, indus-
try and mines
“» “The national wealth of our coun-
try, the heritage of all the people of
South Africa, shall be restored to the
people,” the Freelom Charter de-
-clares “The mineral wealth beneath
the soil, the banksand monopoly in-
-dustry shall be tlansferred to the
ownership of the people as a whole ”
There have beey sophisticated at-
tempts to argue ahat the Charter is
not a mandate forjsoclalism and na-
 tionallsation, e fqr State ownership,
in the name of peo)le, of the means of
productior But against these argu-
ments there 1s thé testimony of Nel-
son Mandela lnmself
Writing from prison less than a
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la declared “Thejnationalisation of

.month before his felease, Mr Mande-
' the mines, banks a{

d monopoly indus-

“ i’ this regard is Incéneelvable

F" ‘Mr Mandela wasjapparently stung
,{P&Ji}pqmsgaper,reporgs inginuating
-1, that, he had becom

 §{ahrad acquired a tast¢ for fine Wine and
.good food and who javnured develop-

E

L

y

Y

L

L

¥

o

s

;ment of a black caplfalist'¢lass above
.,the achievement of soclahsro ™ 7

'f‘ Exhorting" g’ trl,é ed comrade to
~give the widest publicity to his views,
“he said. "Black efonomic empower-
. ment is a goal we Jully support, but mn
~our situation State control of sectors

of the economy isunavoeidable,”

' = Barely a month later, in a speech
at the Grand Parade in Cape Town, a
few hours after lus release from pris-
on, Mr Mandela'offered no solace to
South African m‘, for that matter, in-
ternational capifalists He again pro-
vided little or n¢ succour to big busi-
ness in his speech, a few ddys later, to
100 000 people 1 Soccer City, Soweto

The result was disastrous

" As Front File put It* “The Johan-

“ nesburg Stock Exchange panicked

#Foreign iovestors, particularly

¢ Americans, dumped large holdings of

rSouth African gold shares and prices
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UNEASY RELATIONSHIP: Mr Mandele and Mr
from big business but there is no guarantee that the

,Htry is the policy « the ANC and a »'
. change or mndlflcz;'ipn of our views "

of gold and platinum stock dropped
London and New York by 25 percent
Both rand and finrand weakened

But 1in May, when he addressed

Johannesburg, Mr.Mandela, was
more judicitous, he now realhsed how

sensitive the pationalisation question
was and how 1ll-chosen words could

», seriously harm the South African

economy, to the detriment of all

“We are very conscious of the criti-
cal importance of  the confidence
in the future of both the national and
international business communities
and investors,” Mr Mandela said

He was reassuring on the question
of nationalisation, rejecting as false
the view that “the only words n the
(ANC’s} economic vocabulary are na- |
tionalisation and redistribution™

He did not, however, shirk discus-
gion of another controversial aspect
of Sonth Africa’s economy the con-
centration of wealth in a few hands

It was an Issute which had to be ad-
dressed

“It 1s said that less than 10¢ corpo-
rate conglomerates control almost
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movement has

E

elly after their meeting in Soweto earlier this year, The

abandoned its commitment to patianst.
weaith
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For the business barons in commane
of much of the economy, ownership'
without control cannot be an .
aftractive notion. By talking to the
ANC and by replenishing its coffers,

their plan may be

te ensure that the

‘moderates’ in the ANC trivmph
over the communists.
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ittt )
80 percent of the shares listed on the
Johannesburg Stock Exchange,” he
pointedly noted He reckoned that the
number of directors controlhng these
companies was less than 1 000, almost
all of them white males
It was clearly not enough to dera-
cialise and democratise South Africa
politically, “If we are genuinely in.
terested in ending the old social order
and in bringing in a new one charac-
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terised by the notions of justice and
equity, it is qute obvious that the ec-
onomic power relations, represented
by the reality of excessive concentra-
tion of power in a few white hands,
have to change "

Mr Mandela then invited the busi-
ness leaders to discuss with the ANC
“nationahisation of assets that might
at the moment be privately owned”
The ANC, he insisted, had “no blue-
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a‘:ﬂr Mandela and Mr Relly ofter their meeting in Soweto earlier this year. The ANC now needs money
- Is no guarantee that the movement has abandoned 1ts commitment to nationalisation and redistribution of
wealith,

print” as to what sectors of the econ-
omy should be nationalised

He munced no words, however, n

. stating the ANC's premises “We' are

AR AR T L A EEE Ll B - 5 A AT N Al

. For the business barons in command

-in e & firml d to th { pri-
a8 of chh of the economy, ownership "~ iy, opposed lo the process of bt
how ; le'hol,ﬂ' con'l'rol cannot be an has embarked (It) cannot but rein.

) force the economic power relations
which we assert have to be changed ™
The next major shift came with the
recent release for publication and de-
bate of the ANC's "discussion docu-
ritent on economic policy™
The document has one distinguish-
ing feature it does not mention the
word "nationalisation”, much less ad-
'vocate 1t Avordance of the word can-
not he accidental
It speaks, instead, about the need
for "growth through redistribution”
and “economuic restructuring” to cor-
rect “racial and gender imbalances
through affirmative action”

1l ¥T1

- . atfractive notion. By talking to the

Yo o s

~ANC and by replenishing its coffers, .
<t .. .their plan may be to ensure that the
awd " “'moderates’ in the ANC triumph
over the communisis.

L e ) mﬂﬂwrwwww:%

terised by the notions of justice and
equity, it is quite obvious that the ec-
onomic power relations, represented
by the reality of excessive concentra-
tion of power in a few white hands,

rnacs

false " E

E"f s~ + 90 percent of the shares listed on the
SRR Y cbannesburg Stock Exchange,” he
. pointedly noted, He reckoned that the
> number of directors controlling these
---  companies was less than 1 000, almost

- - -

. There is a partial or qualified com-
Col-  gall of them white males have {o change " mitment to a market economy the
It was clearly not enough to dera- Mr Mandela then invited the busi-  ANC recognises that “market rela-

ad- ' @alise and democratise South Africa ness leaders to diseuss with the ANC  tions are an essential component of a
politically “If we are genunely in-  “nationahsation of assets that might  mixed economy” but it believes that

npu-  terested in ending the old social order  at the moment be privately owned”.  market forces alone will merely

~<*  and in bringing in a new one charac-  The ANC, he insisted, had “no blue-

“perpetuate the existing disparities of

WA A FT A
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T Ly &

lncome and wealth”

It proposes State direction of the
publle or State-controlled sectorg of
the economy in terms of a “national

development plan”

Where the public sector was used
by the National Party to promote
“sectional interests’' — presumably
those of whites in general and Afri-
haners in particular — an ANC Gov-
ernment will deploy 1t to meet the
basic needs of the whole community

The document refers specifically to
housing, transport electricity, roads
and water It offers the assurance
that “commandist planning methods”
will not be used

(Commandist is a new word used to
condemn the dictatorlai methods
used by communist regimes during
the high ude of Stalimsm )

The apparent softeming of the
ANC's stance on nationalisation
setthe scene for its approach to g
business for financial assistance for
fulfilment of its huge tasks

These include repatnation and set-
tlement of 20 000 or more exiles They
do not exclude winmng the first post-
apartheld election

The rapprochement of the ANC and
big business mav raise, in the minds
of the far-right, the spectre of an
ANC-AAC alliance, AAC standing for
the Anglo-American Corporation as a
symbol of big business

Agalnst that, however, there 1s a
another question has the ANC really
abandoned s quest to nationalise the
mines, banks and “monopoly indus-
tries” or has tt merely chosen to
move more cautiously or, as its foes
would have it, more stealthily?

At the moment it is a supplicant
desperately in need of funds but there
Is no guarantee that it will remain as
reasonable if it wins power

Its long-standing pariner in the
pursuit of power, the South African
Communist Party, remains commut-
ted to socialism But, according to its
general secretary, Joe Slovo, its com-
mitment s a soclaliam liberated
from “commandist Stalinism”, a so-
cialism wedded to democracy

“Nationalisation,” says Mr Slove,
“is not a catch-all solution for the
problem of social ownership ”

He adds “The purely legal transfer
of ownership to the State does not
mean we can assure the redistribu-
tion of wealth

“There has been a high degree of
natiopalisation within capitalism
(without a redistribution of wealth)”

Calling for a more refined under-
standing of nationalisation, Mr Slovo
says “‘What isn’t negotiable is that
the new power which takes over must
be able to achieve effective con-
trol over the direction of the economy
for the purpose of beginnming to redis-
tribute wealth "

For him the critical 1ssue in cor-
recting the econommic inequities of the
present order is no{ ownership, but
control

ANC foreign affairs director Thabo
Mbeki agrees “Any democratic gov-
ernment will have to alter the strue-
tures in the economy o create a sys-
tem which can redress the (gross) im-
balances The 1ssue 1s who controls
the wealth in order {o effect a more
equitable system of redistribution ™

For the business barons 1n com-
mand of much of the economy, own-
ership without contrel cannot be an
attractive notion By talking to the
ANC and by replentshing 1ts coffers,
their plan may be to ensure that the
“moderates” in the ANC trinmph
over the communists
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Myles

MYLES is becoming decided-
ly edgy. He reckons that some-
how the recession didn’t seem
quite so serious when it in-
volved the dismissal of thou-
sands of miners. But it's an en-
tirely different thing when col-
leagues at Diagonal Street start
getting the chop.

And it’s not limited to the
Diagonal St brokers - Stan-
dard Merchant Bank has
stripped its gilt department
down to the bone. If an insti-
tution that size can't or doesn’t
want to carry overheads during
tough times, what hope is there
for broking firms?

Myles hears that the figure

of 100-150 retrenchments ex-
pected following the merger
between Frankel, Kruger, Vin-
derine and Max, Pollack, Free-
mantle is a bit on the extreme
side. But things are grim.

The other week Kaplan
Stuart retrenched almost 30
people, Balderson’s have re-
trenched and Myles has heard
disguietening talk about more
casualties being on the cards
if things don't pick up within
the next two or three months.

Not even in the best of times
do things pick up in November,
December and January.

On a brighter note it seems
that prospects for Spareco em-
ployees are much improved fol-
lowing the acquisition by the
Vaaltrucar consortium of the
husinesses of Spareco. The
banks, creditors and sharehold-
ers are probably not too happy
with the outcome of the liqmda-
tion proceedings.

Other bidders in the Spare-
co auction included Midas
which stopped at R15,25 million.
thought it was fairly
brave of Midas to be thinking
of spending this sort of money
given that ol
reported a 78 percent drop in
earnings.

Of course if Midas had man-,
aged to pick up Spareco it
would have created a formi-
dable operation that would be

L —

“ gome
. ly relishie source. At the time

yhe couldn’t imagine SAB and

the same day it .

very well pljced if and when
the economy picks up.
FSI was there.

But Myles rtports that the FSI
guys werer't that keen and |

dropped ouf of the bidding at a
f

Eddies’share price is mov-
ing ahead on expectations that
the Vaaltmear consortium will
make andher bid. Myles hears
that the consortium is quite
keen to jake Eddies into the
deal. f

By tle end of the week
Gant's lad slipped down to ode
— g new low for the share. At
this level it seems to be in line
with the price that one or two
parties vere putting on the
group’s v per share.

No nevs about the Choice
deal. No iews about the Furn-
tech deal And no news about
the Fedfoxd deal.

Myles was unable to estab-
lish the iidentity of the mves-
tor that sld around 10 million
Rusfurn dares. But given the
volume ivolved it can only be
one of 6 01 7 institutional share-
holders —with the shares mov-
ing into amother institutions’
hands. Myles hears the geller
wag under some cash flow
pressure,

The wn-event of the week
was thy briefly rumoured
merger between Da Gama and
Romatex. Myles says he heard
about it from a fair-

Barlows getting together — re-
member, when they tried it
back in he 1970s? Anyway it
seems that the only thing be-
hixd the tmde in the two shares
was some institution thinking
they were attractively priced. __
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Genbel trades at dlscount to net asset>value *

P 22f10]q®

GENBEL Investments, whlch manages a
portfolio of primanly mming and resource
investments, is trading at a 26% discount
to its nef asset vahue,

Genbel chairman Tom de Beer said net
asset value had declined by 18,3% since

785¢ a share and the s price 650c.
De Beer said although the outlook for the
world economy had deteriorated, he was
optimistic Genbel would show earmngs
growth 1n 1891 The company now has a
healthy cash balance and significant bor-

June 30 this year At the year-end, it was

rowing facilities, — Sapa m
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Miner claims R2-m aft

!

el —

P

Cte~ 23 |lo]q0
A miner who was severely dis-
figured after an underground
methane gas explosion has set
a precedent by clatming near-
Iy R2 milhon damages mn the
Pretoria Supreme Court

In terms of a draft _ﬂrder —_

Mr “Ben” Barend Johann
Nicolaas van Rooyen (39) of
Pietersburg ‘claimed
R1895994 from Secunda Col-
heries for third degree burns
he sustained during an explo-
sion at the Middelbult Coal
Mine in 1986. .

as explosion

made an order of court yester-
day — Secunda Colliertes and
seven other respondents were
ordered to remunerate Mr van
Rooyen

The action 1n respect of the
total amount to be paid was
postponed indefinitely.




l\’;ﬁhing house ays Wesselton hil]

o~ Wfislq0 .

Therese Anders »]

Highveld Bni;e;au |

Genmin’s Ermelo Mines has
come to the rescue of heles.
gueredWesselton township
where residents are facing
health; hazaards after bemng

| Without water for nine days,
AR
P

The mming house, which
has a large number of em-
Ployees hving in Wesselton,
was due to hand R130 000
foday to the Conservatve

Party-controlled Ermeiq

Town Council which cut

-water supphes,
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Wesseltqg residents

™ .
1' 5".-‘-1‘:-2'4

Last Friday, electricity
was restored to Mhluz town-
ship after Middelburg Stee]
and Alloys gave R370 000 to

Middelburg’s CP-controlied
council,

Wesselton’s water would be
reconnected as soon as Gen:
mn’s cheque arrved

A Genmmn spokesman sard™
the Basil Read construction-
company and othef- con*?
cerned bussmesmgn had ~
launched a fund-raising:cam.

palgn aimed at assisting
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MALBAK'S results for a difficult yeaf\t‘o 10

end-August could be a harbinger of things
to come from SA's diversified industrial

| 'BRENT MELVILLE |
financial resuits )
groups which have vet to report The R8bn-a-year industrial holding |
- - Y port their group of Gencor reported a 13% drop in |
Malbak %&}3 > earnings to 118,6¢ (136,1c) a share today, |
3 though the dividend was maintained at |
Ea:ln(il?gig o - | 136 30,5¢ — reducing cover to 3,9 (4,5) times |
and dividends Explaining the performance, executive |
| per share (cents) chairman Grant Thomas said that 1 view |

™) Earn of the fact that the econorme downturn |
Dwrdgr?csis started accelerating Iast September, Mal- |

bak’s flnanclal year hgd comprised 12 dHfi- |
cult months. (m IAD |
“Considering “the  eXtremel ficult |

107

all

65 1
- "y
| "i conditions, 1t was encouraging that the |
' , | group’s five major divisions (which
| i account for 97% of group pre-tax mcome)
{1 have had held up well, with some com-
e I panies producing extremely good results,”
) y | { | said Thomas
1 He felt quite sure Malbak’
o7 - S performance
s L ML f would hold up well against other sumilar-

e e A ——

LU} To Page 2 I

| Malbako¥ e ¢

sized groups for the year,

From Page 1

{(11% to hnttfum line) to turn in an un-

Divisionally, the branded consumer pro-
ducts division, consisting of listed Tedelex
and Ellerine Holdings, as well as unlisted
Malcomess, Quality Tyres and MMH, was
the largest contributor (25%) to group bot-
tom-hne profits of R233m {R251m).

Packaging and paper, represented by
recently structured Holdams, contributed
24% (22%) to profits,

Engujeering and mining supplies,
grouped under Standard Engineering and
Happgie, donated 22% (23%) to profits as
assessed losses contributed to a hagher tax
rate. A higher tax rate also applied to
Darling & Hoedgson, whose contribution
dipped marginally to 16% (17%)

Thomas said he expected earmngs with-
1n the food division lhisted under Kanhym

changed performance next financial year
While the international division was hit
hard by the RI13m loss from Abercom
(holding group of London based MY Hold-
ings), earnings were bolstered by good per-
formances from Protea International and
Eagle Freight Bottom line profits fell
from R13m to R6m.

i Group borrowings increased 10% to
R827m (R755m), though gearing dipped to
45,8% (48,4%) as a result of light working
capital control, .

At yesterday's share price of 525¢, the
group is trading on a price-earnings ratio
of 4,4 and a dividend yteld of 58%, com-
pared to Barlow’s historical price-earnings

ratio of 6,0 times

WW
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*; ket capitalisation of R3 billion

1t 1s now Gencegr’s largest in-
vestment

Minerals

Mr Keys says Engen's profits
should rise further this year,

“Genbel and imvestments”
was another major area of
earnings growth, with this divi-
sion contributing R414 million
or 29 percent of earnings This
was more than double the
R191 million contributed last
year. It partly reflects invest-
ment income from the proceeds

of the rights 1ssue.

®

£

‘1. Profit' figures 1ssued today

" ' by mining house Gencor
show why this company 1s a

‘4 » major favourite with mstitu-

tional investors

N E A“ltho'hgh Gencor was hit by

. the downturn n international
"7 commodity prices and the
1+% Soffer domestie economy, the

fi« figures show that charrman
.. Derek Keys still retains his

' magic touch for producing
. handsome profit increases

L

" Gencor reports a R396 mil-

«.§ « lion increase (38 percent) m at-

u tributable earnings in the year
© ended August — from
y1¢ R1050 million to,.R1 447 million

+  Earnings a share, m spite of

v , . = the 20 percent merease in the
\’_\rﬁﬁ_ _numberof shares-issued follow-

v Ing last’year’s huge rights Issue,
. also} showedzreal) growth — by -
r7 17 pércent'from105/50 to 123¢c, . -

i

Coal producer Trans-Nata]
also made a valuable contribu-
tion to the profit mcrease with
an attributable income of
R73 million (R36 million) In-
come from the minerals diyi-
dend yumnped from R77 milhion
to R119 mmllion, but lower earn-
ings are expected from this sec-
tor this year.

Contribution

The gold nuning division,
Gengold, managed to 1ncrease
Its contribution from R154 mil-
hon to R157 million 1n Spite of
the lower gold price, The plati-
num producer, Implats, main-
tained its contribution at
R91 million, However, the con-
tribution from the managanese °
producer, Samancor, dropped '
from R321 million to R251 myl-
ion. -

The contribution of paper and .
‘pulp, producer, Sappi, dropped

it *lThE?fﬁgalgdlmdénd of 26c-a: . from R276 million to R240 mil-

"% share

% payment, fof-the year to 40c
iy janIncrease of 18‘peircent on'last-

f ’ by ) r
::tl-ﬁifi y*e“al:’ﬁ‘ 3?#'; ﬁf’:?&i‘ w0 ;

- Mr7Keys?is  optimistie about »

t
£+

ﬂ!:4?11711 f":_' r"',lfnJ :‘-'.J. 4 * }
23" e Potential s
‘ﬁ"i ﬂﬂ" ~ f? ﬁ; Mat o F s T wFy Y
: j R E ¥
5;‘2‘? ) He says’that on Febrpary 22, E
.l“::a{ -South Afried entered.an’era of 5
. ,Breat potential for good if only :
/» 1 We'kniow:how to'realise it. This
s IS as true for Gencor as 1t 1s for
» the country itself »

"+ He warns ‘that’ the risk and
' uncertainty'levels will be
~ " hugher in the short-term, but he
* "18 confident that South Africa
should be able to handle this

And while Gencor's operating
meome js likely to fall mn the °
year-ending August, 1991, he ex-
pects Gencor comfortably to
maintain 1ts dividend at its in-

*« creased level,

- Engen, the group’s energy

. company created by merging

" Trek with Mohil, proved a most

’+ Valuable asset, by making as,
k,,hmajnr‘gdg\;::lbutmn# to Gencor’s .
v mereased earnings . B }
+ 31> Engen"contributed. R203 mil- -

~ “lion to Gencor’s dttributable in-

come — a swing ‘aroupd of
R232 million from last year’s

loss of R29 million With 4 mar-

ASTIcH AT Goncor Walt w2 74(R95 mpllion): b
s - 1 1 7 Boo 1% f

: '!,-JLT E‘L'&'}r i““t""?r* FEind g ™
L d

brought the total divid *, *»lion, while that from Gencor's
gat th Lanorviaend ‘f”ulndﬁstrlal arm, Malbak, de-

clined-from R145 million to
-R1l6 million.. -, t

/

A uL + %, Exj:loi"ého"ﬁ expenditure was
w'the proSpeetsishoth for South ‘well mantained at R97 million

ut<atsign ‘ofithe’
{imes, ¢
fell from R57 million tol

R39 milhon, " ¢

In the short to medum term, *
Gencor can expeet new earn. ;
Ings from its two new nmnes, |
Weltevreden and Oryx, and also
from the expansion of produce-
tion at gold mine Winkelhaak

Exploration

Mr Keys says that Gencor ;s
planmng to increase its interna-
tional exploration work This
could be hnked with Engen’s

pllans to look further afield for
01

At August 31, Gencor had no
net debt and gross assets of
more than R16 bilhion, equal to
a net asset value of 1375¢ 3
share, compared with 1211c
last vear

With this financial musele the
group 18 “in shape to tackle the
best of the opportunities that
are likely to present themselves
it the new South, Africa,” says |
Mr KE}'S ‘I ] o4

—_

F



Gencor shrugs oft
weaker ngé'%omy |

B indyq 30110790

+ 1
IN A year devoted to consolidation, Gencor — .
managed to shrug off a weakening domes- E ___ BRENT MELVILIF |

tic economy and ‘softening mternational  portion fell to R%51m (R32im), or 17%
commiodity, prices.to record a hefty 38%  (31%) of the Genmin bottom hine Gengold
pse mn attributable earmngs to R1,45bn% . was next on the List of contributors at
(R1,05bn). R157m (R154m), and the recently formed

Incorporating the 20% mcrease 1n share umerals diviston put m R119m (R77m),
capital resulting from last year’s rights  ypping s coniribution shightly to 8% (77%)

1ssue, however, Gencor produced earnngs Implats, which jomed forces with Lon-
up a more sedate 17% at 123¢ (105,5¢) a C] To Page 2

'

share Aftotal dividend of 40c (34c) a share’

| was declared
Gencor 1s said to be the world’s second /| GENCOR 123
largest ‘mining house after Anglo’Ameri- Earnings and dividends | -
can on gross assets of R16,3bn (R14,4bn) , per share 105.5
The performance comes on the back ofa : ‘
warning by Gencor executive chairman Earnings {cents)l |
Derek Keys that operating profits are like- Dividends (cents} |
ly to fall nexi year ' Keys said subsidiary 73,5 |
Genmmn was hikely to be one of the hardest 66.9 :

hit as Samancor, Gengold, Implats and
Trans-Natal were likely to post earnings at
levels about 10%-15% lower

In addition, he said the Genmin contribu-
tion, reduced to 41% (54%) of attributable
earnings for the period, would be further
diluted by a higher level of international
exploration spending, as-1t-began to look
further afield, and by lower-earnings from
stg mmeral sands investments :

Although Samancor remained the major
contributor to Genmin for the year, 1ts

M [ — - — - —

40

AT
"3

. 86, 87 BB*-M‘JMBQ 90 .
Graphic FIONAKRISCH  Source GENCOR ™ * Pro forma

| 710 2.10 @ From Page 1,

| Gencor’® ' saice]10
rho's platinum mMInes this year by selling weri seen as important bulding blocks fnr;'
. ous Karee developing  the uture
Lﬁgh?ni:x;‘:;;lggeu t‘Er a 27% interest in Malbak also reduced its contribution 10
L s, left iis con- R1i6m (R145m) as a result of the mgher

Lonrho 8 enlarged pperation f od
: ! tax charge on the exhaustion 9 assess
tribution at ROLD losses an%l a reduced Gencor holding 1n tht?

+  Qencor’s ndustrial activities to0k 8 4 oordified industrial group.

pounding, however, 83 pulp and paper " pecently listed enerey glant Engen,
group Sappl's contribution to group al o ket capitalised at more than R3bn,
fributable profit fell to 16% (2uth) on de- contributed 2 maiden R203m, or 14%‘: to
teriorating domestic and international hottom-lme earnings, and Genbel and in-

—

markets vestments added a full 29%, OF R414m
unlikely Sappi, which (R191m)
Ry e éﬁﬂ??ﬂﬂﬁm} {u aﬂgiimtable Gencor shipped 10¢ yesterday 10 890c, a

chipped in R growth next year, al- 159 discount on the group’s estimated net

fits, would show '
%gulgh five paper mills bought in the UK  asset value if 1_?_?5(: ‘

-
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RIAAN SMIT wEATi . J .

ANGLO American Corporation s estab-
lished a venture capital fund to mnvest i
Israeli technology with a view to making it
available in SA. ». lﬂ) '

The fund, AATKS Veritares Limited, will
also give Anglo a back door into European
markets when trade barriers are scrapped
in 1992 or soon afterwards ;

Potential areas of technological devel-
opment are medicine, biotechnology, and
computer science.

“AATKS will fund technology-based
companies in Israel and support them in
penetrating markets in Europe,” an Anglo
statement said yesterday.

The value of the investment had not been
decided, but management of AATKS would
be based in Israel, an Anglo spokesman
said yesterday

Anglo chairman Julian Ogilvie Thomp-
son said SA’s limited technology base was

well known. biga ?,IL[U 90 |

t  “If we are to make significant strides in
the industnal sphere, then we have to have
access to foreign technology markets,
AATKS affords us that opportunity.

“Anglo American has established a re-
cord of developing new industrlal business
from the grassroots level, and this remains
a very important part of our plans for
future growth,

“For this reason we need to keep abreast
of the latest technological advances. The
size of our group enables us to invest in
what 18 a high risk venture,” Ogilvie

» Thompson said

«  The new investment will be monitored
by Anglo’s recently established technology
and industrial development unit, the spe-

cific aim of which is to identify new busi-

ness in the field of manufacturing
A director of the AATKS managemient
company, Gideon Tolkowsky, said invest-
ment in Israeli-related enterprises by in-
ternational Industrial groups could be-ex-
tremely beneficial to the indusfrial
. Investor, who could expect access to new
technology as well as financial return. .+
It would also be beneficial to techno-
logy-based Israeli companies, which often
L_had few financing alternatives,

-
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o RIAAN SMIT  {iagitts .
"ANGLO American Corporation™has estab-
lished a venture capital fund to investtin

. Israel technology with a view to makmg if
<available n SA., Q_}B ey
« ® The fund; AATKS Ventires Limted swill

also give Anglu a back door mto Eumpean

markets when trade barriers are scrapped
n 1992 or soon afterwards xegh

~Potential dreas of technological:devel-
nnpment are medicine, biotechnology, and
"' computer science. \ b s 'wn
-« “AATKS will fund technolugy—based
companies in Israel and’ support them In
penetrating markets in Eurupe, ‘an *Ap"ﬁélﬁg
statement said yesterday - ' freeyy

The valué of the investment had nut been .
demded,ibut management of AATKS would
..be 'based in Israel, ‘an Anglogspokesman
sald yesterday.

. Anglo chairman Julian Ogﬂvle Thomp-
son said SA’s:limuted technology base was °*
well known.'blnaq zilielq0" ‘el

- “If we are to make significant strides in

| the industrial sphere, then we have to have
| access to foreign technology markets
AATKS affords us that opportimity. .
. “Anglo American has, established a re-
cord of develnpmg new industrial business
| from the grassroots level, and this remairis
. a very-important part of our plans for
. future ‘growth. AN
| “Furﬁthls reason we need tokee abrpast f
of the, latest technulngmal advanees The
¢ S1ZEY uf our, group enahles l{us to mvest in .
|1what 15 a high rlsk ve ture,” Ogllvxe
Thompsnn sald W
v, ‘The 'new investment wﬂl be- moniti)red
by Anglo’srecently estabhshed technulugy
cand rmdustnal develupment,mnit, the Spe-
c1hc ;:um of ‘which isrto 1dentify new bllﬂlv

, pess'in the field of ufac i
B0 RS of Maufachirine ey
Lcumpany, ‘Gideon Tolkowsky, said invest-
‘ment m 'Israeh—related enterprlses by m-
ternational industrial ‘groups could be:ex- .

- tremely ‘beneficial to the: industrial,
nvestor, who could expect access fo,new ;J
technology as well as financialreturn. i

It would also be.beneficial toutechuo-
logy-hased Israeli compamies, which p;tep
had few. financing: alternatives ’
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Israeli venture

I
Anglo American and assocl-
ates have formed a company
to exploit Israeh technology

The venture capital fund,.
known as AATKS Ventures
is aimed at the indentifica-

tion and commercial develop-
ment of Israeh technulngy

The purpose of Anglo’s ﬂmt f
investment in Israe] 1s to pro-
vide'a vehicle for transfer of
technology to SA CoL

., Anglo chairman Julian
Ogilvie Thompson says: “That
this country.has.a limited
base’ of technology 1s well
known. If we are to make sig-
nificant strides mn the industr-
al sphere, then we have, to

i1'1at.1'+e acess to foreign technol-
rogy markets K AATKS .affords |

F)

us that opportumty ¢ Lo

{l.'l? L

%’ :I'he :mvestment will be
Imonitored hy Anglo's recently
.established technology and m-
. sdustraal develnpment unit,

t.-dh1u-| - -

AATKS will fund technol-
gy :hased compames 1n Israel
*and support them 1n penetrat-
ung markets 1n Europe,—
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~-PORT ELIZABETH — Gencor, SA’s
rsecond biggest muning house after
Anglo American, is “seriously study-
ing” breaking itself up into its con-
stituent companies so as to more fully
realise the value of its assets.

Gencor senior executive Dawie de Jongh
said at a conference yesterday that chair-
man Derek Keys had authorised hum to
announce that the group was studying the
pros and cons of “unbundling”,

The investment conference at the Um-
versity of Port Elizabeth was attended by
senior, members of the ANC, the DP, the
Reserve Bank, the JSE and the Free Mar-
ket Foundation. |

De Jongh said® “Gencor 18 at present
seriously studying the option of breaking
up the conglomerate into is constituent
companies

“The real purpose would be to capture
the conglomerate’s discount and realise
the full value of the underlying assets.”

" Barlier in the speech, De Jongh said
that, historically, conglomerates normally
. tradediat a discount to net asset value The
discount.for Gencor the previous day had

.+ been 35%.

_1he reason_for this discount_)s very

“Fimplyta bebef by the investing commun-
ity;that the underlying assets of the con-
glomerates are more valuable when held

directly than through the conglomerate

- lt'se -“*

The major advantages to'dismembering

Tmcunglumerates, De Jongh explammed, was
.-, that it got rd of the corporate discount,

captured the full value of the underlying
assets and resulted mn a more efficient
allocation of capital.

—— T
—_——— -_ —_—

that conglomerates

Gencort {11140

when that compauny’s US barent disinvest-

ed last year.

* C
In his speech, De Jongh alluded to AN
concern a?l:?::t the concentration of eco-

] ] ] as no
nomic power in SA, and said there W
evidence to suggest one way or the other

good or bad There were advantages and

disadvantages.

He concluded “If unnglumars_.tes are to
he broken up mto smaller umits, it has to be

4 J MRS r1¢1 Vo L B LTy it
Move would “boost shareholder wealth? (5

count to net
luxury products group Rothmans.

farnily-controll
the major shareholder.

I
3 - h r:-’:

[ |

ROBERT GENTLE 1 ;

However, there were also distinet disad-
vantages in that smaller companies could
not benefit from such conglomerate-type
benefits as economues, of scale, spreading’
of risk and superior management efficien-
cy and expertise, o

After his speech, De Jongh told our Port
Elizabeth correspondent “It’'s a very 1m-
portant decision to make (to break up). The
second biggest muning house could, disap-
pear from the scene.”

Asked why the announcement was made
at such a venue, De Jongh said “It is part
of the economic debate — the debate and
arguments of nationalisation, the break-up
of conglomerates and of free markets, and
with the ANC saying 1t wants nationalisa-
tion and the break-up of conglomerates.”

RIAAN SMIT reporis that Keys yester-
day told analysts during a briefing on Gen-
cor results that “the only reason for unbun-
diing would be to increase shareholder
wealth”,

Tt was “perfectly possible” for Gencor to
unbundle because its five divisions — Gen-
min (mining), Sapp1 (forestry products),

' Malbak- (industry), Engen (energy), and..,
* Genbél (investments).— were operating as

' r

. separate' businesses, he said.

Caleulations showed a probable ga:ﬁ?iﬁ
shareholder wealth.of about 10% 1f unbun-
dhing occurred. ; ”

But he then said “My question 1s Is it
really worth 1t? Who would carry out a
transaction like Mobil, if the.group was

i3 Y u

-unbundled?”

ol
Gencor bought Mobil in SA fgfﬂmﬂmf
1 To Page 27

] From Page 1
orward is identical to that which

mpted the Hoylake consortium 10 the
Urlg tll: {aunch the £13bn mega-bid for the

tobancuhirfl}t}ﬂtni an
jant B us .

¢ The rationale for that bid — which even-
tually failed — was that an unbundled BAT

al services

reasoning led to the wide dis-
S asset vglue of the tobacco and

tually led to a bid from Rupert
i Ytatl Richemont, who now 13
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For the first time women will®be
allowed to work underground and
people of colour wiil be able to ac-

quire prospecting and mining rights. -

.|."-.|-'ll!| = — L

ey will haye to hold management
positions or be employed 1n health er
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GENCOR’s parent m has backed the
mining house's investigation into the possi-
bility of breaking itself up into constituent
companies to better realise asset value,

BAdan

Gencor chairman Derek Keys said yes-

terday the probe had been going on since
April and
appointed to look into the issye.

Special task groups had been
‘He expected a ful report on the stydy

before the year-end,

“We have to look after oyr shareholders,

There is nothing in this which should eause
the politicians ill-ease,” he said,

Keys told Business Day the matter wag

still at the Investigative stage. But a “pri-
mary” unbundling was possible, making
Gencor’'s five subsidiarfes — Sappi (paper
and forestry), Engen (energy) Genmin
mining), Genbel (investments) and Malbak

1) — completely autonomous.

Sankorp chairman Marinus Daling said
yesterday he supported the Investigation in
principle, adding that if the idea could add
wealth it should be seriously considered,

..He contrasted the Gencor approach to
that of other companies — he would not
hame names — which were “digging in” in
defence of conglomerates,

While the news was greeted with scepti-

cism by the market yesterday, an ANC

probably political.

“It won't happen,” said.an analyst from
Simpson McKie “SA wall always need con-
glomerates to provide the capital and ex-
pertise for big projects.”

Another analyst, referring to concern
that the ANC may nationalise or break up
conglomerates, said bluntly: “I think Gen-
cor 1s playing pohtics, letting the ANC
know what 1t can do.”

spokesman said he regarded the move as a
serious and interesting response to the
ideas being presented by the tberation angd
trade union movements, )

But Keys stressed that the decision wag
taken for business reasons and had not
been influenced by politics,

Should Gencor go ahead and unbundle,
the subsidiaries would become “free.
standing companies with their own share-
holders who will elect theip boards, They
will be big businesses”,

At a later stage there could be secondary
unbundling should the five decide to break
themselves up,

Keys said Gencor's calculation was that
the breakup could improve shareholders
wealth by about 10%. This was because on
the JSE the underlying value of the assets
of 2 conglomerate generally had a higher
value when directly held,

Keys admitted that some large deals
might be missed: “Big possibilities may
fall between the cracks ”

However, JSE analysts”and industry
Sources canvassed’ were unanimous jn

To Page 2 FE b :

L] From Page

210 /
A lwmw spokesman agreed,.,

L&

I~LFK

saymg “I think they’re setlng up a straw-

ANC chief economre spokesman Tito*

v

Mbowen: called the Gencor mitiative”
“very mteresting” and said the conglomer-

ate was serously trying to grasp the. |

nature of the SA debate
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ANGLOVAAL CONSOLIDATED  FIM 2|nleo .Q

Activities: Mining and Industrial group.
Control: Anglovaal Holdings has 50,3% of the
voting ordinary shares squivalent to 14,8% of
the ordminary share capital The Hersov and
Menell families own 51,4% of Avhold
Chairman: 8 £ Hersov, deputy chawrman CS
Menell

Capital strecture: 17,8m ords, 42,7m "N’
ords Market capitahisation, R2 783m

Shure marketl: Price 4 600c Yields 2% on
dividend, 11,5% on earrings, p e ratio, 8,7,
cover, 5,8. 12-month high, 8 000c, low,
3 900¢ Trading volume last quarter, 168 000

shares '
Year to June 30 ‘87 ‘88 ‘89 %0
Invastments

Book value (Rm} 279 338 8h2 714

Marked value (Rm) 1389 1188 1603 1686

Parformance
Trading sncome (Rm) 258 404 475 588

Investment inc {Rm) 64 57 66 48

Earnmngs (c) . 311 340 427 530
Dividands (c) 58,6 15 76 92
Net worth (R} 34 3z 42 _ 47

A shorp rise in earmings from Associated
Manganese and an increased contribution
from Anglovaal Industries boosted perform-
ance, despite a decline in the profitability of
gold interests. To promote long-term devel-
opment, the group held an R822m nights
issue, entered the financial services field,
consolidated 1ts electronic interests and re-
structured 1ts capital and loan stock,

A fall in the gold price i1n real terms 1s
reflected in the poor performance of the four
gold mines (Loraine, Harties, ET Cons and
Village), whose cumulative distributable
profits fell 30%. Capex of only RS3m
(R111m) cushioned the squeeze of a lower
rand gold price and steadily increasing work-
ing costs, but gold’s cantribution to group
earnings fell from 16% to 5%.

The nise in the contribution of other min-
erals and increase in equity accounted earn-
ings from R46m to R104m was mostly due to

SOURCING EARNINGS

1989 1990
Rm % Rm %
Gold mining 28,7 186 12,8 b

Other minerals 26,0 14 73,9 31
Construction/

electromics 11,0 & 17.1 7
Diversified

businesses 30,1 16 34,3 16
Dry food/

beverages 23,2 13 24,4 10
Frozen food 23,6 13 24,4 10
Packaging/

rubber . 2714 15 30,6 13
Finance and

other 12,6 7 18,0 8

182,6 100 238,2 100
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Angluvuul' Iler:u\' :
maintain EPS

. a chaﬂenge o

a sigmficant increase in AssMang's prof' is.
Higher dollar prices for manganese and iron
ores and manganese and chrome alloys and a
lower average value of the rand/dnllar ex-
change rate allowed for a 133% nise in profits
after tax to R160m.

Earnings were also bumped up by a full
year's contribution from chrome produccr
Lavino SA But reduced volumes and prices
in the second half limited the benefits.

Prieska’s bottom-line earnings felf to R3m
(R12m). Problems with implementing a new
mining plan for treatment of low-grade sus-
face ore turned a R21,3m operating profit
into 2 R1,Im loss and led to a fall in the
pruductmn of zinc and copper concentrates

Continuing oversupply and weak prices of
antimony and a 41% drop in gold output
pushed Cons Murch into the red at operating
level. Capex exacerbated this and there was
a net loss of 170c a share (75¢ profit).

UK-based Anglo Pacific Resources went
some way towards achieving 1ts goal of be-
coming a diversified mining group. It ac-
quired industrial mineral company Anglo
European Minerals for £10,5m and also Fife
Silica Sands and Shetland Talc and has
started mining a marble deposit in north-
western Scotland.

Continuing high spending on exploration
and mineral rights also restricted earnings
growth Most of the R97m was spent on
continuing gold exploration in the northern
OFS while exploration for platinum and base
minerals took place elsewhere.

AVT’s industrial interests increased oper-
ating profits 30% to R634,8m despite de-
teriorating trading conditions but per share
earnings rose by a comparatively low 12%
following a restructuring (FM October 26).

The group established a new R500m as-
surance arm, In April 1989, a 42% interest in

COMPA__

AA Life Assurance was acquired and listed
via a reverse takeover in February 1990 In
May, agrecement was reached for AA Life
and Crusader Life to combine their assets,
with AV Insurance Holdings becoming the
holding company and the two companies as
independent operating companies A central-
1ised administration 15 expected to achieve
substantial savings But Clive Menell, the
new proup’s chairman, says lhife assurance
will not escape general economic slowdown
The outlook for MidWits remains tied to
trends 1in metal prices but earnings will be
buoyed by interest on the R439m raised in its
rights 1ssuc The fall in the ferrochrome
price will affect AssMang, though prices of
some of 1ts other products are rising And the
decline 1n volumes and prices of chrome ore
may affect Lavino Prieska’s future contri-
bution 1s expected to be mmimal but condi-
tions at Cons Murch could stabilise,
Difflicult trading conditions and volatile
commodity prices are cited by Basil Hersov
as reasons for seeing the “maintenance of
earmngs per share on the increased share
capital” as a challenge, though total earn-
ings should grow The group 1s budgeting for
improved earnings from industrial interests

Cants Aﬂglﬂ\'ﬂﬂl
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but this could be tempered by a further
deterioration 1n socio-economic conditions,

Net worth of R47 1s fully reflected 1n the
current share price

Avhold — whose only material investment
1s 50,2% of Anglovaal — reported earnmgs
of 527,6¢, a quarter higher than in 1989, and
pard a dividend of 91,5¢ (75,5¢) Its net
worth 1s R4,93, slightly ligher than a R4,80
market price Pam Baskind

TRADEGRO/METRO Fi* 2[n 90

AREAS OF DISCORIFORT
Sankorp’s “opumlsmz* has over the past five
years repeatedly led many investors to be-

hieve that 1ts wholesale and rcla:l arm, Tra-
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THE stock market’s apparent indifference to
| Gencor’s proposal to break itself up means

the scheme 18 unlikely to go abead.

Gencor chairman Derek Keys says the
proposal was airedata conference this week
partly to gauge investors’ reactions

He says “There was one long yawn from
the market, absolately no reaction, so the
idea is not a brilliant pessibility.”

The proposal was to distribute shares in
Gencor's five main busmesses — Genmun,
Engen, Malbak, Sappi and Genbel — to
| shareholders in specie and thus to reduce the

9eor, discount between the Gencor share

o

for a head office is doubtful.

The reason for the exist- B, DA“D BARTE
ence of conglomerates is T —— \

| questioned abroad, particu- doubtsif it would be wise.
larly because of the discounts SA’s No 2 mining house this .

| to asset value week announced attrbutable ' ! ‘

wwenty-five percent of income up 38% to R1447-

R11-billion is a fair old sum. million in the year to August l u51n ‘
Orgus ovn v %, Lty e | . ~ >
-bundle Gencor; we “not- spite -0f the recen = rp ts T astprd e . S G e e
get down to brass bols. Ri-billion n’ﬁhts 1ssue. ! et st T S by LRI NI iy D e TR SR
Rhere would still be some-  Gencor declared final
thing of a discount — but dividend of 26¢, makmg 40c oo
even if the net gajn Wwas ﬂﬂl}’ for the year, an 18% increase o M

price and the value of 1its
holdings.

Shareholders in Gencor Controlling would
ed shares in the five underly-
d a discount of 35% in the
top company wonld thus also have been
elimiated. Mr Keys says the five divisions
are centres of excellence run by highly com-

alsp have receiv
g companies an

petent managers whose need

10%, we would be looking at
Ri-hillion.

underlying

U ]

Al

Engen contributed R203-ml-
lion to the bottom line, Sappi
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DEREK KEYS Unbundling of a giant 1s not to be sniffed at, b
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marke |sn’t unpr

Picture,

S R::ﬁ-mi&iun, liilenlir:l, thlanks o g o - E‘g ) E E
pariiy rights-issue ' pro- EE' "EmEBER ri
| mart ceeds, R414-million, Malbak in g_ﬁ EE ES % =8 H
“Gencor’s present struc- R116-million and Geomin - B 2E " ow = W o
ture does give financial R592-million. : RE<2RiB2o3n 5~
| strength. We would not look At the end of August the meE,3g353% 34 b
too smart if we bad to forgo  stake in Genmin was worih sgee HH <R TUF
another Mobil because we R7,9-hillion, Genbel R3,9- nQEs O ‘BQE & ¢ éUQ
did not have the means 10 g0 billion, Engen R2,5-billion, = § .5 ¥Ys2B¢6 ®
for it. We have made a gam  Sapp1 R1,5-billion and ¢« oBE W ok S
of R2-billion on the Mobil ac- Malbak BR606-mullion. Net as- E- BHE 3 E S b E.‘;.E @ £Q.<
quisition already.” gets were 1 375¢ a share, but o E“ E‘E %, e 5 L
Mr Keys says a break-up is by October 250 were down to w BES af E Ba = 9:’
operationally practical. The 1 242¢c. The share price this s
yuning house’s mine servic- week was 915¢ There were EROERRS © 2
ing functions conld all go into  £T0SS assets of R16-billion EE' 8,0 8 & G
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THE mining industry’s contribution
to gross domestic product (GDP) has
shrunk steadily durmg the 1980s
while the contribution of manufac-
turing has increased,

A graph in the Minerals Bureau
review-of 1989 released this week
shows that while mimng contributed
about 20% of SA’s R60bn GDP 1n 1980,
Iast year 1ts contribution was down to
12%:0f R210bn,

Manufacturing and mning’s con-
tributions to GDP were roughly equal
1 1980, By 1989, manufacturing was
contributing more than twice min-
mmg’s contribution of R26bn

B;ut the bureau said 1n its review

Id. loses ground
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that 1 terms of foreign exchange
earnings, mineral exports accounted
for no less than 51% of total exports,
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This"was Targely gold’s dom-
nance, 1n value, of mineral exports

If the various processed muneral
products such as ferro-alloys and
steel were mcluded, the mineral 1n-
dustry’s contribution to both GDP

and foreign exchange would be “sig-
nificantly” higher, 1t said -

The review‘also showed a defimte
trend toward adding value to metals
and minerals before export mn the
1980s

For example, the export beneficia-
tion ratio for chrome ore to chromi-
um alloys — the percentage of ore
being re-worked (beneficiated} mto
chromium alloys compared with raw
ore exports — was 57% m 1982 com-
pared with 87% last year
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Not without reason, Gencor chairman Derek Keys has
gained a reputation for creative thinking. The debate he has
sparked off about the need to “unbundle” shareholdings of
listed companies must be pursued, even if Gencor ultimately
does not go ahead with the plan it 15 considering.

Two distinct but related issues have been raised. One is the
possibility of creating value for shareholders. This could be
achieved 1n a single step by eliminating mining, financial and
other conglomerates, whose shares generally trade at a
discount to underlying net asset value.

The other issue, expounded by Martin & Co director
Richard Stuart at the FM Investment Conference, is the
need to improve the tradeability of listed shares. To say the
least, it is stretching a point to describe the JSE as an
efficient and liquid capital market when 40% of market
capitalisation represents double counting. Large proportions
of the shares of many industrial and mining companies never
trade, as they are locked away in the control structures of
holding companies and ubiquitous pyramids.

As far as Gencor is concerned, Keys is suggesting share-
holders in the mining house simply be given shares in the
major underlying companies in proportion to their existing
Gencor holdings. Should the process be worked through to
its logical conclusion, Gencor would cease to exist, its func-
tions assumed by the five major subsidiaries.

From a commercial and financial standpoint, this may
well be practical. After recent restructuring, most of Gen-
cor’s interests are held by five companies: Genmin, Sappi,
Engen, Malbak and Genbel. It would not be difficult to slot
the few outstanding investments into these Sanlam’s con-
currence would presumably depend on its being satisfied
that effective control can be maintained, which up to now
has been a tenet of the assurer’s attitude to *‘strategic”
investments.

Apart from potential elimination or reduction of the asset
discount — a one-off event — shareholders would have
greater freedom to select their own portfolios. As in the case
of share sphts there is no guarantee that share trading would
increase, given that existing holders may not be sellers; but
investors would have greater freedom of choice.

Keys rightly argues that investors here and abroad prefer
pure asset plays to conglomerates. Gencor’s price 1S now
about 25% below net worth; even industrial conglomerates
like Malbak and Barlow Rand, which have often traded at a
premium, are generally close to, or below, asset value.

This 1s 1n line with the rating of conglomerates in the UK
market The highly successful Hanson offers a dividend yield
of 7,5% and earnings multiple of 10; BTR a 7,7% yield and
earnings multiple of 8. In contrast, the average yield for the

industrial market is 5,5% and the p:e about 10.
Share prices aside, a question to consider is whether the

mining house — or other large holding company — still

needs to exist, or whether historical functions, such as the .

'Fmanmal

(]

LEADIRG ARTICLES

ability to raise large amounts of capital, provldc ostensibly
inexpensive services and spread risk, can be fulfilled as
effectively in another way

The answers will vary with each case. Last year, Gencor
was able to raise R1,5bn in a rights 1ssue This was a
successful issue close to the peak of a bull market, even
though the cash was not earmarked for specific new projects
Whether the subsidiaries could have held similar 1ssues 15 a
moot point.

A related aspect 1s the ability to seek out new business.
Keys has said that one achievement of Gencor’s refocusing 1s
that top executives now concentrate on this task.

According to the mission statement, the group’s business
is “starting or acquiring major business ventures, and accel-
erating the development of our existing businesses ” Indeed,
without a creative approach at head office, the expansion
into energy almost certainly would not have happened — as
Keys acknowledges.

Keys denies that political considerations are any part of
the motivation for possible unbundling. He 1nsists there is no
intention of seeking an escape mechanism, but that Gencor
happened to reach a stage this year where the move could be
considered from a commercial point of view.

Perhaps so; but this is a politically sensitive topic, from
which commercial aspects cannot be made to stand apart,
Both politics and economics provide good reasons for every
conglomerate and mining house to evaluate unbundling and
both will certainly have to be taken into account.

ANC criticism of the excessive power of minming houses
might be deflected 1f their key assets were dispersed among a
broad group of sharcholders — though this would not apply
to Gencor, where control would simply revert directly (rath-

er than indirectly) to Sanlam.
In its official comment, Anglo American has remained

non-commttal, offering reminders that big business is not

necessarily bad and that SA has a capital and skilis shortage.
Given the sensitivities as well as complexities and financial

inefficiencies inherent 1n Anglo’s shareholding structure, 1t
must be assumed that the house 15, or soon will be, carrying
out its own internal studies, whatever the conclusion

This debate should go well beyond the potential elimina-
tion of a few conglomerates of uncertain ment, perhaps
involving the greater enrichment of some shareholders.

While lamenting the market’s poor hquidity and, tacitly,
limited efficiency as a capital market, the JSE continues to
aliow the listing of pyramids and even multi-tiered pyramids
— such as FSI — a practice which would not be aliowed in
many foreign markets and which was also criticised by
Stuart.

These serve no other purpose than to lock 1n control and
offer no assurance that the underlying operating companies
concerned will continue to be run by adroit entrcpreneurs
Yet another instance of the JSE’s impotence?

M
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Frorri MALCOL N @ uled carbon-in-pulp process to the extrac-
a

ion of gold from low-grade dumps.
HANNESB[?I%I. HEE&“'L With the money he made from the small
JO i  Lou o F e asa p amounts of gold he recovered, he acqured
is on the way at Loucas Pouroulis's mining corlﬂ'ol of JSE-listed gold mining companies
empire. i . Consolidated Modderfontemn and South R
Fresh from quashing the R67-million draud d?poort 1
and theft cliar gestfgaénst hml:;oand three of ~/qpen, from under the nose of Johannes-
his T d“;;;:g'hise D o) kglgueprtei- burg Consolidated Investments, he snatched
“:}llr ai:shis ouD’s ?ggreglﬁentsu:nd m " the nghts to mine a platinum prospect that
: hgr Pouroﬁrlis pwho declined to comment he ll‘:utr: etﬂ ‘ﬁ‘g‘ﬁ ?;,e Jﬁffk{]’%mos mine and
¢ jon the recent ‘court case in which he and thlt hyea declinnggold i:rice and high
three co-directors were oquited WioHe cuss at Letko, be B0t et -
£ ' x es supsiaiary, . * -
drama e ncluding Rew mines, ; "However, he bounced right back in July | gg
“We're busy looking very carefully at our iﬁoﬂlfnegr, opening his lzftest venture, Goudint | £&
. . “Rubber ball” g

investments and our mines to see what's best

suited to our needs.” et ~ . ) g
New developments are not necessarily in At the opening, Minister of Finance Bar-| g

the group's sphere of operations, which in- end du Plessis de‘scnbed Mr fouruuhs as a| &

clude chrome, gold, platinum, manganese “dynamo” and a ‘rubber ball”. ‘

~. {and diamonds, he says. _— . Mr Pouroulis was arrested at his home in

e ' Mr Pouroulis, a mining engineer who im- ‘Qpnl last year on the theft and fraud allega-

g migrated 25 years ago, was a salaried em- ,tions and released on bail of R250000.

ployee at Anglo American before acquiring  Mr Justice Stegmann found the State did

e | the rights to several mine dumps on the East not have a case against him and his three co-
e | Rand, X accused, Edwin Coombes, David Wilhs and

3 A ‘ v o .
] He %g_s Qe ﬂfst to apply the {hen-ridi- Roger Daniel. ; o e .
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From CLAIRE GEBHARDT

JOHANNESBURG. — Barlows,
the giant company whose eco-
nomic health 13 generally regard-

. ed as a barometer of the coun-

try’s, is widely expected to report
a huge 20 percent earnings drop
in the year to September.

Results are due out on Monday.

At the interim, Barlow’s earnings
were already down 9,3 percent in line
with the generally grim outlock for
the domestic economy and world
commodity prices

Further deterioration in economic
activity to September has seen all
but a handful of Barlow's subsidigr-
ies report declines this week, This
dispels any doubts that the country is
in the grip of a painful recession.

Lowest level

With turnover eﬂuivalent to nearly
10 percent of GDP and interests
stretching octopus like into almost
every sector of the economy Bar-
low's results also give notice that

1981 will be a very tough year
indeed. d &1y

Buginess fruflts are already at
their lowest level in nearl;r 20 years,
and with little prospect of a drop In
interest rates early next year a long
winter of redundancies could be in
the offing

In 1990 all five of Barlow’s core di-
visions — mining and minerals, in-
dustrials, food, international and
Eu erty — encountered difficult

ading conditions.

Overcapacity in the base minerals
market, domestic inflaticn, wide-
spread labour problems and contin-
ued high interest rates on borrowing
which rose along with the take-up of
the group’s Rand Mines rights offer
allocation, weighed in negatively.

Results out this week revealed that
Barlows has received very little su
port from the fixed investment side
or from mining. Major offshore arm
Blhhﬂe& Sons came right this time
and
in the circumstances

ICS Group presented the market
with a shock with a 35 percent drop
in earnings and Robor was not up to
expectations ,

Howeyer computer group TSI's
25 percent decline in earnings was no
surprise after the 33 percent drop at

unert held up reasonably well -

!M$ YL,

Rand Mines was on the retre
virtually all fronts apart from

Earnings a share were dowg
17,4 percent to 1592 from 1929¢, be-
cause of an increased number of
shares in issue following the 33-for-
1000 rights issue in December 1989

In a swift move, the group this
week announced the closure of its
loss-making vanadium pentoxide pro-
duction at Vansa, the mothballing of
the Kennedy's Vale platinum mine as
well as a cut in operations at Harmo-
ny gold mine,

Cement jrupp PPC, part of the
non-industriaf interests, unveiled a
conerete perfermance in a weak
market with a 5 percent increase in
earnings to 266,2¢ (252,6¢).

Middleburg Steel and Alloys
(MSA), long the icing on the cake, is
expected to come in with substantial-
ly lower-than-expected results

With ferro-alloys and stainless
steel plagued by tough world mar-
kets, the full-year contribution from
MSA ori forecast to be stron-
ger than at the Interim, is now ex-
pected to be two-thirds down., '

However J Bibby & Sons, lacklus-
{re over the past two years with the
degree of decline being hidden by the
depreciation of the rand, saw a re-
verse with a 22,5 ent increase in
earnings to 204p ﬁeﬁl:gp) a share

Tiger Oats’ 16 percent earnings
growth in a troubled year reflects
the group’s broad spread of interesis
across the food and pharmaceuticals
sector,

CG Smith reported its sixth succes-
sive year of real profit growth de-
spite the fact that Romatex had to
contend with tougher competition
from imports and Nampak was faced
with major problems on the industri-
al relations front.

Exports

Reunert, helped along by exports
reported a 15 percent increase in
earnings to 234,1c (202,7¢) bhaving
[’:sted a 31 nt increase in earn-

gs at the interim.

Unli#fi: lnﬂimtriat!s intgludirllig
earthmo ment, motor appli-
ances, builcﬁneg nl:aterlals, steel gnd
paint, down 13 percent at the interim,
are expected to:continue to slide.

This week Barlows was trading at

8100c, well down from 3815¢ at the
interim and a high of 5450¢ on Febru-

ary 5.
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HAT wil! the face of cor-
g«:mmte SA look like at the
of the century? In

spite of calls from the
ANC and others for a deconcen-
tration of power in the corporate
sector, the '30s might see exactly
the opposite hapﬁﬁnlng in certain
key sectors of the economy —
banking and mimng

The current concept of a minin
house with its diverse industrial an
other interests could disappear to
make way for only two exclusive
mining groups &n enlarged Anglo
American mining arm which could
include the mining interests of JCI
and Barlow Rand, and a second min-
ing group under the combined con-
trol of Saplam acd Rembrandt, en-
compassing the mining interests of
Gencor, GFSA and Anglovaal,

These are some of the intrigulng
developments which stockbroker
and former financial journalist Da-
vid Meades of Meades, De Klerk Inc
believes will result from the eco-
nomic changes ahead

His vlews are based on the as-
sumption that the creation of the
new SA will go ahead relativel
smoothly, although negotiations w
be slow and protracted, which in turn
will inhibit economic growth In the
early part of the decade

This will put pressure on corpor-
ate growth, leading to the ratiopal-
isation of activitles in many sectors
in the form of mergers and acquisi-
tions as companies seek to become
more effectlve with the aim of sur-
viving in the process of creating a
new SA.

The slower growth rate will make
any redistribution of wealth very dif-
ficult. Indeed, Meades says, a redis-
tribution of poverty is more likely as
fiving standards decline, especlally
among the more affluent.

By the year 2000 the Rembrandt
Group could establish itself more
firmly as one of the big power houses
together with the Old Mutual, Anglo
American and Sanlam, while Bm:ﬁ
D
strengthen the ons as
in their own rig,l:ngorﬂ

Meades sees a healing of the rift
between Anglo and the Old Mutual
which was caused a couple of years

-an - a ——— T

- Who might merge

with whom 1n
tough delg%ceé

izl /90
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ago when Premier gained effective
control of SA Breweries He expects
the Old Mutual to regain representa-
tion on the board of Angle, which
ceased when Jan van der Horst re-
signed in protest after the SA Brew-
erles move

The restoration of a cleser rela-
tionship between Anglo and the Cld
Mutaal could lead to the amalgama-
tlon of the banking interests ¢f the
two groups — First National and
Nedbank. “One can perhaps also see
the NBS joining such a combination,”
Meades says

5A will need bhigger and stronger
banking groups to help finance the
sort of growth which will be attain-
able in the second half of the '#s a3
the economy mnoves into the “high
rpad"” scenario, he sa

Bankorp should be in a position to
attract sultors or make it3 own over-
tures if Piet Liebenberg succeeds in
his aim of bringing 1t back to the
hut:ﬁtmhent scene a8 a sound and pro-

e banking grou

This conld lea%lr:u :'B.‘an]u:ﬂi;l)l amal-
gamating with UBS/Volkskas/
Allied/Sage if negotiations are con-
summated Meades says such a move
will slgnal a closer relationship be-
tween Samlam and Rembrandt,
which in turn could lead to the two

ling their mining interests at a

ter stage

Rembrandt could then very well
be prepared to allow Sanlam effec-

[ ] [ [

tively to control the new banking

up, which will still leave Rem-

randt with a possible partnership
control position at Standard Bank.

This takes into account the grow-
ing relationship between Rembrandt
and Liberty The two already effec-
tively control GFSA, while in the UK
Rembrandt's offshoot in Europe,
Richemont, is a partner 6f Liberty's

FTmst (FIT) in the

First Investmen

0 MEADES

1ETTRFRG

TransAtlantic grmtlﬁu

Meades says the Impetus for
change in the minin%l scene could
come from the possibility of a severe
world recesston, a prolonged depres-
gion in international commodity
prices would come against a back-
ground of rising local costs

There is also the possibility of the
discovery elsewhere in the world of
vast new deposits of metals and min-
eral which SA exports This could
well follow a new “colonisation” of
Africa at the request of Africa itself

Meades says these sort of develop-
ments will necessitate the formation
of much stronger mining groups. Un-
bundling Gencor, if it comes to fru-
jition, wounld facilitate such moves,
enabling Gencor’s mining interests
to be combined with others outside
the Gencor stable. This would enable
SA to compete more effectively in
the international arena

A slump in the price of energy In
the wake of a long recession, or the
discovery of extensive new oil fields,
will put the local chemical industry
under immense pressure Meades be-
lieves that under pressure from in-
tense competition from Sasol, AEC]
and Sentrachem could well amalga-
mate or Sentrachem become part of
Engen

Because of the sheer size of Sasol
and the enormons cash flow it gener-
ates, Meades sees the oil-from-coal
group also diversifying into the In-

F

W ¢

ternational energy scene to becom
a hona fide member of the In,
league Locally Sasol could expan |
its retall network by perhaps hnkuy
up with Caltex or Shell
In agriculture, the '80s conld v+l
seg¢ the demise of the co operativ.
movement In SA. Most of the smalles
co-ops could disappear while the by
ger ones could amalgamate with the
big food groups in much the same
manner as Tiger Qats gained contro!
of Langeberg. Candtdates for merg
ers or privatised public companie:
include NCD, Sasko, and Vleirsen
traal
Meades says there could also be an
amalglamatiun of Tongaat and I 11
mier in the Anglo group, and h '
hym, Crown Foods and Fedleod m
the Sankorp group The third M
layer would be the foed empite o
lows which encompasses IL°
Tiger Oats and C G Smith
eade expects the retail field Lo
be dominated by two large groups
SA Brewerles and Sanlam's Trade
empire — which will get togeth
er with Pepkor, with Pick 'n Pay
ibly joining the Sanlam fold at
ter stage
There will also be many smallel
groups while the explosion durm:
the '80s of the informal sector wii
by the turn of the century, resuit in
the creation of thousands of mord
formal black businesses

MHd also foresees a mnj

change In the motor mdustry I«
expects that rationalisatien n th
wake of a sharp drop in the Livine
standards of whites will see few
luxury vehicles on the roads, tin
could lead to Mercedes Benz, Biv!h
and possibly VW pulling out of S.

Meades says Toyota and Sarn:
could get together, which wnule
leave Nissan as the only other I+
motor vehicle manufacturer

The new SA would not be able ¢
afford the local manufactute
laxury vehicles “SA is a poor conn
try with a couple of rich patchr
rather than a rich country with a fe
poor spots,” Meades says

His forecast 18 not all pessinn<t
the restructuring process of the fir
half of the *90s could send SA inlo !
21st century able to develop from
regional economic powel into an ¢!
fective international competiior
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ANGLOVAAL's earmii
end-June 1991 should exceed
Hersov said on Friday.

But he cautioned that it “remained a challenge” to
maintain earnings on an increased number of shares

issue
king at the financial, indus

ihe September guarter was marginally
despite a continued softening in

a number of the markets served by the group’s com-
refiect a

panies, Hersov gaid
«At the earnings level, the results to date
o same three-month period, but the

glight decrease for th
es (AVI) group ig budgeting for 2
ngs for the year ending June 1991.”
'y mining investments
were lower than the same period last year because Of
earnings, generally

reduced Associated Manganese
mines — caused by the

itability of the gold
gold price — and continuing high

0
earnings improved by 30% to R238m (R183m) T

!
lated into 530¢ (427c) & share,
was declared.
- __..——ﬂ-'
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ore mvest

'EVEN if the mdustry IS

successiul in cutting s
working costs to more ac-
ceptable levels, there can
be no sizeable expansion

1 without substantial re-

newed mmvestment from
local and foreign sources,
Chamber of Mines vice-
president Naas Steenkamp
warned yesterday.

And, he told the nvest-
ment conference 1n London,
the fond expectation In
some guarters that politi-
cal settlement would mean
an ample inflow of mvest-
ment was doubtful

“Sceptical risk aversion
analysts will be considering

interest rates, the skills and .
productivity profile of the .

s need for 1

[ Business Dav Hapurta?_l

SA work force, nationalisa-
tion rhetoric, global alter-
natives and a host of other
variables which may im-

pact on their return on -,

vestment.

“But let me add that sub-
stantial foreign ivestment
1 an objective that de-
mands relentless pursut by
the public and private sec-
tors m SA Without 1t SA
will be condemned to in-
creasing deprivation and a
widemng chasm between
the haves and the have
no

He said SA’s mining 1n-
dustry owed a considerable
measure of its successful
development to the capital
mput of offshore nvestors.

He said although capital
flight had drastically, re-

duced, forelgn holdm;,s m'
SA’s industries, almost-25%

President FW de Klerk
earlier this year and:the
subsequent violence

He was more encouraged
by the progress of the eco-
nomic debate between
major SA interest groups
“There appears to be a
realisation that neither
simple socialism nor crude
free market hiberalism can
provide the condifions for a
flourishing business sector
and at the same time create
the mechanism to address
poverty and inadequate ac-
cess to opportumty.”

But he criticised aspects
of the recently published’
ANC econonue policy docu-
ment dealing with the mn-
ng mdustry & 1

T must express puzzle-
ment and concernat . the-
anxiety over what the ANC

descrlhes as the current:

conglomerate control of

-of gold mmmgtshares-?rere -*--ﬁnnnmg finance, and 1ts+ sug-

kept by overseas investors.
Whether - extra. .~investors.
could be found ‘and individ-

uals and corporations per-
suaded to 1ncrease therr,

stake, would have a bearing,

on demsmns to open new
deep level mines, ' "
"Unfurtunatel Y, reeent
events 1, SA have quick-
ened and dashed hc:pes for
the restoration of investor
confidence,” he said, refer-
ring to.poltical develop-

ments set in motion’ by

_gestion that there 1s a need
Jor a state mmerals mar-
ketmg authority, ..

“The estunated cust of

*~the estabhshment of a new L |

gold mine 15 R2bn¥On this ",
kind of scale it seems logi- ,

cal that the.major-group- |’:
10gs fundmg ami managing -

the mndustry .+ should be
viewed ds an asset n:the
new post apartheid SA and,
not as an' whibitor of the
ANC’s notion of growth
thruugh redistribution.”

0C land |
t spelt out
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LONDON — Julian Ogilvie
Thompson, chairman of Anglo-
American, has called for black
members m the South African
Government by the end of next

year’

“I personally would hope that
it would be by next Christmas,
but it may well be by 1992 Mr
Ogilvie Thompson said during
anminterview on television

wi«He*$a1d ‘he ‘believed the
‘chances of the full nationalisa-

tj;pn of Anglo-American by a fu-
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ture ANC-led government were
receding as the party (ANC) 1s
“beginning to see that this 1s
not a sensible route to go
down”

Asked by interviewer Mary
Goldring about the prospect of
a government shareholding 1n
the company, Mr Ogilvie
Thompson replied “This 15 a
different matter .. 1t1s a ques-
tion of what the overall stake of
the government 1s.”

He added that “there 1s a bal-
ance between what will encour-
age development of the econ-
omy and what will discourage

2l gy

development”,

Asked i1f there would be a
black director of Anglo 1n
“three, four or five years”, he
replied “I would have thought
something like that, probably
nearer the earlier figure you
mentioned,”

The ANC today welcomed Mr
Ogilyie Thompson’s prepared-
ness tosee a partial nationahsa-
tion of his corporation

ANC spokesman Gill Marcus
said the organisation welcomed
the fact that Anglo.had accept-
ed 1t had a greater responsibili-
ty than merely to itself
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M s lg
may spar

THE Competition Board has begun an -
vestlgatlun into interlocking dir ectorships
which could radically affect the face of SA
business

Interlocking directorships are common
throughout business, particularly where
companies are closely hinked partners

The investigation, an mnformed source
said, formed part of a Competiftion Board
probe initiated 1n August after the
Anglo/De Beers group had earlier -
creased its shareholding 1n Gold Fields of
South Africa (GFSA) to 257 from 20%

The probe 15 to determine whether the
acquisition of additional shares constituted
a “restrictive practice” which could place
Anglo in a “monopoly situation”

In terms of the gazetted mamdate for the
inquiry, the Competition Board: 1s empow-
ered to mvestigate the effect, the share
acquisition could have on the right of Anglo
or De Beers to appomnt one or more of
GFSA's directors. Anglo and GFSA have
only one director in common, Peter Gush,
formerly head of Anglo’s golid division.

If is understood the Competition Board
imtends using the present mvestigation as a
test case of interlocking or cross director-
ships to establish a defined policy on the
issue

be

CS

" KEVIN DAVIE J

Cumpetltmn Board charrman Pierre
Brooks declined to comment yesterday
Business Day has learnt, however, that the
board believes conglomerates must not
only compete but be seen to compete
Should the board take the view that inter-
locking directorships facilitate behaviour
imimical to competition, it could use the
Maintenance and Prevention of Compet:-
tion Act to redress the situation,

The Anglo group’s 25% stake m GFSA
allows 1t to block special resolutions where
a 75% vote 1s required The 756% rule ap-
phies to all companies and 1s destgned to
protect shareholders. In this case Anglo
could, for example, block attempts by
GFSA’s board to restructure the group’s
capital

Robin McGregor, author of Who Owns
Whom yesterday welcomed the Competi-
tion Board mquiry but said he was disap-
pointed 1t was “only having a go at cross
directorships

“Interlocking directorships do not mat-
ter a lot Most important 1s who controls
the company Concentration 13 the prob-
lem Derek Keys's unbundling proposals
are a good start which could cut down the
bureaucracies ”
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More Iand must be made
available free of charge to
people 1n rural areas who
stay together in one place
and want communal owner-
ship, according to the Afri-
can National Congress
(ANC) report on 1ts work-
shop on land, released 1n

Johannesburg this week

The ANC report also 1ssued a
call for banking-systems to pro-
vide financial loans on the hasis
of future production, the estab-
[1shment of “progressive” farm-
ers’ unions, and the scrapping of
all payments and legal privi-
leges for chiefs and headmen

All those 1n South Africa who
had been dispossessed had a
claim to land, the ANC said

“Through nationalisation,
land will become the property
of all the people (and) ali people
1n dispute over land should sub-
mit their claims to the Land
Claims Commission for arbitra-
tion.”

The workshop group respon-
sible for discussing communal
land acknowledged, though, that
“complexities” existed 1n differ-
ent areas of the country con-
cerning the legal protection of
communal land It proposed
that

Mines

® In urban areas, a land trust
must be created where people
agree that South Africa’s
shores, the sea and water re-
sources belnng to all South Afri-
cans *

®In terms of mining land
mineworkers must have resi-
dential rights, mines must make
land available for residential
purposes, and minerals should
be controlled by the State

® In rural areas where people
stay together 1n one place and
want communal ownership,
more land must be made avail-
able without cost

@® The title deed must be for the
*cnmmunlty as a whole
OIndlvldual rights of use and

A cuntrul must.be recognised for

-—-—-ﬂ-l__. —

residential land, a plot for

crops, and communal grazing
On the role of chiefs, 1t was

decided there was a need to

® Scrap all legislation pertam-
ing to chieftainship, including
the Black Local Authorities Act

® Scrap all the allegedly cor-
rupt practices periaining to
chieftainship that had arisen In
the course of “our colomal his-

tory”

® Acknowledge the right of
communities to elect democrat-
1cally their own leaders and

representatives

® Acknowledge the right of
communifies {o recognise some-
one as theiwr chief and to con-
tinue traditional practices of
their own free wilk

On the question of financing
and communities, the ANC

workshop called for

@ Alterations to the banking
system, permitting loans on the
basis of future production, an
active policy of State assis-
tance, the formation of credit
umidns, the establishment of a
rutatmg -credit fund, by which
farmers on communal land are
assisted on a step-by-step basis,
and'the establlshment of
progressive farmers’ umons

Delegates also proposed in-
vestigating the possibility of
usmg communal lands and hive-
stock as collateral.

On the 1ssue of economic
rights of individuals in a com-
mun:ty, the report said
® Communities must be al-
lowed to decided democraticai-
ly about newcomers from out-
side -

Individuals 1n the community
should be given freehold title to

a piece of land, and both;the
residence and the ploti of land
should be marketable ;
® There should be a right to
sell one’s house/structure on the
residential plot, with communi-
ty consent, there should be no
right to sell communal land,
there should be no right to sell
or alienate residenfial land
® There should-be no right to
sell a farming plot — Sapa
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CID water as sour as vinegar
secps o nivers used for
drninking and wnrigation
2B Spontancous fires igmile m
sacah  disused collienes and burn
for years underground
Heaps of deadly arsenic dust
are dumped next 10 streams and rural
villages Rare dune forests are strip-
mimed for tiarum ore Ugly quarnies
and guilics scar the slopes of moun-
kans across the country

The 1 1it{)-0dd nunes and quarries
that dot the South Afnican Jandscape,
and formn the backbone of the country's
cconomy, have often been ¢riticised
for promoung repressive labour prac-
tces and mantaning low standards of
healithy and safety Recently another
complant has been added to the htany
of maladies assotiated with the indus-
iry the damage that munes have cansed
to our awr, water and earth.

“Excavatng munerals always entails
environmental 11sks It involves blast-
ing, digging and hauling thousands of
tons of one 1o the surface, then gnnding
it to a fine powder and washing out the
metals with harsh substances hke ¢ya-
nide, mercury and sulpbunic acid,”
says a reoent report by the Worldwatch
Insutute entutled “Apantherd’s Environ-
mentat Toll”

“Souih Afnca has treated muning like
a sacrcd cow, fearful of disturbing the
cash flow Auwr and water near mining
and smelung operations are hardly
momtored, and what hiitie momtonng
isdoneisnot In SA the extent
of ccological damage from muneral ex-
traction 15 massive, from poisoned
streams to stripmiinied hillsides

How accurale is this assessment by
the mshitute — an miemational envi-
ronment momitenng group based in
Washington — of the impact that mun-
ing has had on thus country’s ecology?
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EDDIE KOCH reports on miming and ecological damage

Examples abound to tllustrate that
mitbng praclices, past and present, are
caustng extensive damage to thetr natu-
ral surrounds But recent develop-
ments within the industry — which
mclede comimuments, at least at corpo-
rate level, by major minmg houvsces to
clean up therr act — make it difficuli 1o
Jabel the mdustry as a whole as a bo-
geyman throwing noxious matter into
the eyes of all South Afncans

Miming engineers, even though they
have varymg degrees of loyalty o the
ndustry, agree that the two main ¢co-
logical problems associated with -
ing 1 South Africa are the vast
amounts of acid that seep nto ground
and surface water during the produc-
tion of gold and coal and exicnsive ar-
scruc poliution caused by gold nunes in
the Eastern Transvaal

Says Fame Geldenhuys, environ-
meital science manager for the engi-
neeting firm Stefan, Robertson and
Kirsten “All gold mining concems
have problems with scepage of acid
water A muncral 1 (he rock 1s ron sul-
phide which, when 1t 15 oxidised

Lhrough exposure to air and water, pro-
duces a chluted form of sulphuric acid ®

Coal-muming belts on the Eastern
‘Transvaal Highveld and in Northern
Natal are another source of acid water
contamnation Most aquatic hfe mn the
Loskop Dam, north of Wubank in the
Eastern Transvaal, and the nvers
arourtd Vryheid and Dundee in Natal,
including the Black Umfolozi, has
been killed or seriously depleted by
acid leachates from the collienies and
the Department of Water Affars 15
known 10 be periurted by the problem

“South African coal, gold and base
metal munes will have to equip them-
sclves with experitse Lo manage acid
nune waler effecuvely or nsk suffenng
the same fate as SOMC Munes in
which will have o spend almost a guar-
ter of iheir enuire profils for the next lwo
decades on combaling this problem,”
says a stalement wssued by representa-
tves from SRK and the Department of
Water Affars last month aficr thewr con-
ference around the problem

Toxic pollutants irom the mines have
led to some dramatic eco disasters

Earlier Wus year The Weekly Mad 1c51-
cd samples of waler running off dumps
n Crown Mines, an old suming area
ncar Johannesburg, mto a siream that
flows through Sowcio, and found an
astomsting cocktal of potsons The
samples mctuded eaght mibhon micro-
grams of acihic sulphate for cvery hitre
of water as well as large amoums of
urattum, asentc and cyanide

Paul Reynolds, a farmer m the Stan-
derton district, said that nesghbounng

old munes had poliuted the Waterval

ver — used 10 irmpale fus arable land

— 50 badly that 11 has cost him
R300 000 1n damages over four years

“If T irrigate with 500mm of water
from the niver I add seven tons of salt Lo
a heciare of land, he sard “It’s like wa-
icring your garden with seawaler
Plants get scorched and salt crusts on
the surface of the ground so that seeds
arcn’t able to come through * Corro-
sive matter 1n the water has “chewed
up” underground waler pipes on Re-
ynolds” lands

In the mining belt around Barberton a
major ecological threat 1s caused by

clouds of arsemic gases relensed into e

ar and dumps of arsemc dusy left near
vitlages and the barks of rivers

“The gold-beaning ore in this arci as
well as m Botswana and Zimbabwe is
delferent to that on the Witwatersrand
It 1s located 1 rock wath o high content
of arsenopyriles,” says a mimsng cogt-
neer, who asked not to be named “The
classic method of gering the gold out of
this rock 15 to roast it m huge furnaces
‘This sends velaused arsciue gascy up

the stacks amd mio e air and cTeates oy |

fine arseruc dust that has o be disposed
of The mmnes try to scll some of this
and treat the rest before they dump it
But 1’s an exiremely dirty process

®To PAGE 26
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“Mining/ The
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@ &From PAGE 25 @

wERh pencrates all kinds of problems.”

Vepelation around some of the nines has
beon strpped bare by the arsenic that pre-
aipilates from the stacks. Late last year on
Anplo American prospecting team Icft hun
dreds of tons of waste contaming arsenke
and todec cadmium next o & mouniain riv-
er. One might o storm washed the waste
downstresm and it kulled all the fishina
farmers’ dam. Recent newspaper arbicles
claym [ish in a dam near Barberton have
been Blinded by arsenic loxims.

The controversy at St Lucia, where afor
cipn-owned mining consoruum plans to
stripnune dunes In the reserve, gencraled
one of the country’s most heated environ-
ment.d protests. Less well publicised were
plans by a South African corporation o

¢ start a sunifar project on the Transke coast

which hosts an Indigenous forest.
On the collieries wround Withank in the
Eastern Transvaal, at least five under-
- gronnd lires nre out of control One of
these ks the subject of 0 R100 mullien law-
sut. The Blachstone Muining Corporation
5 suing the Witbank Town Council and the
munister of mineral alasrs for Rooding the
shafts after trying to extinpubsh the biwse
with water and the town's sewerape
There )5 a host of less dramatic environ-
mental effects which accumulate to create
serious problems Quarrics pouge hupe
scars Into mouninin sides, Prospecting
teams from the mines leave trenches and
pulleys which become the sources of suil

crosion Dust blows off dumps and be-
comes an uritant for people hvmg hearhy

“The problem In essenci,” says mining
engincer and consullant Mike Snlamon,
‘45 that current leglslation and efforts by
the government to conirol the effects ol en-
vironmental depradation by the mines 1s
extremcly inndequate.”

Three maln pleces of leglslation povern
mining operation the Mines and Works
Act, the Water Act and the Environnent
Conservation Act, All contain clauses thal
control the ecolomcal impact of the rmnes.
YWhere penalties are hsted, they usually in-
volve small fines,

“Often it Is more profitable for a mine to
pollute the surrounds and pay atiny fine
than it is for them to clean up behind
ihem,” says Salamon  Fhe Conservation
Act, passed this year, provides that envi-
ronment impact studies be conducted and
approved by the governmept before new
rining projects can be undertaken “Thave
seen some of these studies and, quite
frankly, they are a joke,” says Salamon
“The Inspeclorate of Mines is grossly un-
derstalled and cannot montitor the rehabih-
tation work that munes are required o do m
{erms of the studies Olten inspectors are
not quabified o evaluale the studies.”

Recently, however, mafor minlng co
rations have begun to show a sensitivity,
at Jeast in they boardrooms, to the ecologi-
cal consequences of thew aclivities. John
Frear, group environment consultant for
Genmin, says the company is spending
large amouris on rehabilitating old dumps
an

preventing acid water from leaching .

out of their shmes dams. The group is con-
centrating on containing dust that blows
off thelr dumps and ks lovestigating ways
to dispose of saline underground water that
is pumped out of the shafls,

In the Barberton distract, Genmin has pi
oncered a unlque method of usng bacterta
{hat grow on slimes dams fo crode the sul-
phides in arsenopyrite ore and expose the
pold, makng it nnnecessary to use the dan-
gerous roasting method Known as the
“hiox process”, this environment friendly
method of extracling gold ks market-
ed inlernationally by the v

Says Buich Smuts, ecologist far Anglo
Amesican, “Anglo has decided nt excoulive
level that no new project will be funded
without the ensronmenial side beng con-
sidered, This year we adopted an Integral-
ed envronmental approach which requures
consultants to be appointed from e word

”

Anglo Is also examimng acld dramage

problems snd is spending about R3 500
hectare to rehabilitate its colllery dumps
Natal and the Eastern Transvaal,

But there are still numerous defects in the
system. These stemn from weak legal obit.
gations on companies to refrain from dam-
o aclivities and an inadequate stafe ma-
chinery to ensure mines toe the Ene,

Effechive penaltics must be imposed on
companies that are stif? polluting the envi-
ronment and a sinct statutory lramework
must regulate the sctivities of the Industry

Until ihis happens, Lthe Worldwatch Insti-
tute can stand by its claim that 1 300
mines and quarries which “scrape the
earih’s crust and burrow deep
major cause of ecological degradation in
South Alrica,
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PETER GALL!

CUTBACKS by the mining
sector were responsible for
the deterioration of busi-.
ness conditions for builders
and subcontractors, OFS
Goldfields Building Indus-
tries Association (BIA)
president Bruce Garfleld
said at the association’s
recent AGM.

Fortunately, many BIA
members had anticipated
the slowdown and were
finding work in sectors not
related to the mining indus-
try, he said.

He also said government
restraints on public
diture were adversely
affecting the building
mdustry.

Garfield said price in-
creases for materiais well
above the inflation rate; the
petrol price increase; and
the weak exchange rate of
the rand also hampered the
mndusiry.

Unrealistic wage in-
crease demands and the
growing incidence of
stayaways 1n the bulding
sector on the Goldfields
were counter-productive fo
the welfare of the work-

force,

Garfield appealed for an
end to “political and per-
sonal differences” so that
the negative publicity ac-
corded the area could be

countered.

EXPECTATIONS for SA’s building in-

| dustry for the next year were gloomy,

the Bureau for Economic Research’s
latest quarterly survey found.

Indications were that the downward
trend in the industry would continue into
1991, with conditions turning upward only
towards the end of 1991 or early 1992,

The survey found the main concerns of
architects and quantity surveyors were the
political uncertainty, labour unrest and
that many government projects were be-
ing halted.

Building contractors also indicated that
high interest rates and high building costs
were causing problems in all sectors, par-
ticularly in the residential sector, drasti-
cally curbing any building — two firms
stated that this was the worst slump they
had experienced in about 30 years,

Results obtained from architects and

Building contractors’
% business confidence
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Woes ahead
building industr
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MARIE DU PLESSIS

quantity surveyors showed conditions ex-
perienced by the groups during the third
quarter of 1930 to be substantially worse
than those experienced during the second
quarter, _

The BER survey found hmilding contrac-
tors 1n the residential sector tended to fare
slightly better during recessionary times
than thewr non-residential sector counter-

who expertenced notable deteriora-
tions m the value and volume of work,
compared with the same per104 a year ago.

Expectations generally for residential
and non-residential sector contractors
were for conditions to deteriorate further
during the fourth quarter of 1890, with
little hope of an improvement hefore late
1991, leading to a further deterioration in
their level of busmess confidence.

The sharp increase in tendering com-
petition in the non-residential sector also
indicated that there was limted work
which was bemng tendered for by an in-
creasing number of contracters

Despite fairly substantial increases ex-
perienced by residential sector subcon-
tractors in the value and volume of work
on hand durmg the third quarter of 1990,
compared with the second quarter, dete-
riorations were also expected for the
fourth quarter.

The survey concluded that the over-
whelmingly depressed current and future
situation in the building industry would
umprove only once the political situation
became more certain and positive.
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R10m slashed from researgh-budget
THE Chamber of Mines Research Organi-' [~ guginoss Day Reporter _— |
sation (Comro) 1s to cut about R10m from A ————@

tr

its.biidget next year and concentrate its  environment.

5 : « lalls
‘on  health’ and safety matters - A priority will be to retam the s
1ErIS‘-fli\-r}l'r‘iiis‘:éc;'létrEﬁ;n:hmeznts'. wmil;ly;ljbe necessary Q peeded to ensure the contimued viability of

tan: um-S™ the industry’s effort,” the chamber said
beédanse of the budget cut-back, the cham-¥™ the industry ,
4P injd § at the weekend. “\Jts statement . .
o ﬁéi%élﬁigzﬁf ﬂuhttuﬁ 31%%%%?0—%1 When the fiTst cuts were annuﬁncgdl;d?r-
“posed R70m budget for 1990 to a tﬁ'rgeted\\mglApnl, Comro came under latta;{: or
figure of R40m as a result of the g™ placing the health and safety of workers in
| mndustry’s declinng revenues. : jeopardy by slashing its hazardous Ir‘ﬂatEI'l-

S id expenditure on its  als umt’s budget | ‘
lﬁgﬁiegﬁge;r?glramme — funded by The statement said Comro; would con-

minin ! h
mining 11 — was expected to  tnue to undertake technological researc
tg}g%gbuuﬁ éﬁembers ’ 3_ and development on a contract basis with

“The core programme of co-operative QQmdrw.rldu.zenl muning houses and .mines.

resear would con-
‘will now be focused on health an In addition, the gold mines wou
| saféty?!] ;lm'anly on rockbursts an tinue with their own research and develop-

\‘. rockialls ;- jand on the underground ment programies
]
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By Magnus Heystek

The political green light for 1n-
vestment 1n South Africa has
now been given, says Mining
Journal, an international publi-
cation of high repute

“All that remains 1s for fund
managers to be persuaded of
the economic perspective, says
the journal 1n an editioral 1n 1ts
latest 1ssue
i_“Certainly the Johannesburg
gold market (which, at some $16
billion, has a similar capitalisa-

1

ket) 15 looking enticing,” 1t adds

-~ Mihifig Journal guotes John
Taylor of London stockbroking

i

v — e —— i -
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firm James Capel who, while he

thinks gold shares are overva-
lued on fundamentals, still feels
bullish enough about gold
bullion to recommend a buiid
up of trading positions high-
qualify South African shares -
According to Mr Taylor the
major players in world stock
markets are the pension and
mutual funds which, because of
their sheer Size, cannot move
quickly in:and out of invest-
meénts . EHT AT~
UmﬂmEsmE.Eﬂmmﬁmwmam:-
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Using financial rands, the av-
erage P/E ratio of local gold
shares is 13, compared with the
average P/E on the Toronto
bourse of that of 32

The same vast difference ap-
plies to dividend yields, namely
58 percent on the JSE, com-
u.wwmn with Toronto’s wafer-thin
1, . ,

The world gold equity market
15 estimated t6 have a market
value of some $53 billion, sof
which South Africa contributes

over 31 percent, Toronto 30 per-

pelg ¥

4

‘When compared t0 the Toron-"""eent, the US Zi percent and Aus-

to gold share market, South
African gold shares are looking

tralia 17 percent ,
“Considering that qum&ao%
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the larger gold funds are still
precluded from mvesting 1n al-
most one-third of what 1s al-
ready a relatively small mar-
ket, 1t 1s not surprising that the
multiples of gold equuties else-
where are at such dizzy levels,”
Mining Journal says

However, adds the publica-
tion, the September quarter em-
phasised the difficuities facing
South African gold mines

tm

Most companies recorded-a. '™

decline 1n profit margins, de-
spite considerable cost reduc-.
tions

_ The industry 15 going thrgugh .
a difficult’ period and further

»
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restructuring would be neces-
sary 1if rand gold prices re-
mained at current levels.

Looking ahead, there 1s no
reason to expect an improve-
ment 1n the profits of- the SA
gold mimng industry except n
the event of a sustained im-
provement 1n the mternational
gold price e

The widespread restructuring’
in the SA gold mumng industry’
has already led to the ‘loss‘of
more-than 100 000 workers over
a period of four years.

-And mining heads ‘have al-
ready warned of the loss of a
ariother 80000 jobs if, the,rand

gold price does not recover

1"‘
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Retrenchments
to follow R10m

% h{’) I gngspnn ent m ‘

JOHANNESBURG. — The Cha fe-
search Organisation (Comrg about
R10m from its hudget next y ] concen-

trate its efforts on health and safety matters,

More retrenchments would be cessary he-
cause of the budget cut-back, the chamber said
in a statement at the, weekend

This followed the reduction of the proposed
R70m budget for 1990 to a targeted figure of
R40m as a result of the mining industry’s de-
clining revenues,

The chamber said expenditure on its 1991 re-

search programme — funded by gold mining
members — was expected to be about R30m.

{ “The core programme of co-operative research

will now be focused on health and safety, pri-
marily on rockbursts and rockfalls — and on
the underground environment.

“A priority will be to retain the skills needed to

ensure the continued viability of the industry’s
effort,” the chamber said in its statement.

When the first cuts were announced during
April, Comro came under attack for placing the
health and safety of workers in jeopardy by
slashing its hazardous materials unit’s budget.

The statement said Comro would continue to
undertake technological research and devel-
opment on a contract basis with individual
mining houses and mines.

In addition, the gold mines would continue with

their own research and development pro-
grammes.
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Talk of Bension funds’ pullout

e (LI . T
from Sage Holdings disc ted
PALK that the Mine Offictals’ and m{}@
Employees’ pension funds have ditch

their interests m Sage Holdings are not not happy about loosening his tight control
correct, despite apparent evidence to the of Sage if 1t is to be part of the merger.

contrary " Through hi
’ gh his secretary, Shill esterda
On October 5, the Mine Broployses fundy genied any retirement plans, whife pensiog

transferred 1its entire 11,01% interest
; fund investment manager Graham Dicka-
Sage to Standard Bank Nominees and Was \'e,, poyred cold water on the share trans-

X
followed three weeks later by the Minexs g giory, Apparently the pension funds

Officials’ fund which moved its 18 57% in-
] decided at the start of this year to transfer
terest. Shares worth more than R40m were [,y of their share investments to Standard

transferred. 1 :
Tnitrally some stockbrokers assumed the \gf;'g‘e dﬁfn':mm to facilitate settlement

transfer represented a sale or at least are- -
positiomng ahead of any change 1n the Dickason believes the nomitiee company

relationsiup between Sage, Alhed, Volks- & is better equipped to manage the funds’ |

kas and UBS. investment portfolios.
The rumours gamned ground when S:agqreQ Some brokers are not convinced. “What

employees started to tell brokers that Sage happens if the Mines Pension Funds sell
founder Lows Shill, 60, had been dropping and ownership of the shares remains regis-
hinis of early retirement tered 1n the nominee name? How will we

Also, people close to Sage believe Shillis Kknow there’s been a transfer?”’ they ask.
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Goldfields buil
0 20

Crec 2941{90
Business conditions or builders
and sub-contractors on the Free
State goidfields are deteriorating
as a result of cutbacks by the
muning sector, says Bruce Gar-
field, president of the OFS Gold-
fields Building Industries Asso-
cition;

i

P b Fryy

ha e SR

nual ‘meéfing: ‘Fortunately,
many builders anticipated the
slowdown and are finding work 1n
sectors not related to mming.

“Government restraints on
public expenditure are also ad-
versely affecting the industry,
which is unable to absorb any
cost increases.”

Mr Garfield said he doubted

it by mining cutback

II'."I

whether the goldfields Would
ever again see the massive de-
velopment of the late 'seventies
when the area recorded the high-
est growth rate in the country.

“Our commumty leaders must-
start offering investment.incen-
tives to attract industrial sectors
which are not dependent on the
mining industry,” he said,

A
' He'told the association’s an-
-
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By Shareen Singh r

The Chamber of Mines Re-
search Orgamsation (Comro) 15
to cut its budget by about
Ri10 million next year, which
will result in more retrench-
ments 1n the mining Inustry
Severe economic conditions
had contributed to the addition-
al cutback in research exXpendi-

ture, which 1s funded by the
gold miming industry, the cham-
ber said 1n a statement

The budget was cut from
about R768 millon to R40 muliion
In May this year and expendi-
ture in 1991 was expected to be
about R30 million

Comro would now focus its
research primarily on health
and safety, especially rockfalls

_._ftt_ —— ——

and rockbursts

Over and above this, Comro
would continue to undertake
technological research and de
velopment on a contraet basis

The latest cutback 1 Comro’s
budget would necessitate organ-
1sational restructuring

“This wi)p Imevitably and re-
grettably mvolve additional re-

trenchments J
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chamber tells union

other aspects of health
and safety would not'be
affected at all by.the
chambers R10 miliion
budget cut, as the NI.-IIM

'-q--'-*-

-

By Shareeﬁil Singh

The Chamber of Mines
has rejected the National
~Umnion of Mineworkers’ '
contention that 1t was re- believed, he said v
ducing production costs Our ideal 1S no deaths
at the expense of miners’ and no injuries and 115
" lives. an objective we are

] )
The chamber said on  WOTKINg towards.” i |

Tuesday that 1t ex- . "
presSed the same con- Killed .

t

cern as 'the umon about

health and safety and it
regarded the safety of

employees as para-

There was a consistént
dechne in mine fatalifles
in the past decade with
the exception of 3 few

mount. 3 . years, the chamber said

Y sCuts., ~, For the period ddan-
A .""E h-‘!::_F*'lUEIIHju'LFF H"" } Eo uElI'y *}tot SEptEmbbrit;llﬂ
5 Intensive research was

year, 377 ‘minerstwere
i peingiconducted by the killed on minés. **’ N

+ chafnBer on'developinga ~ Mr Bunkel said this
ssystem that would pre- ~meant that less thanjone
‘dict rockbursts,-a major -

c miner per, thousand*was
cauge<of mine fatalities, * killed during the pel'itgd.H
chamber spokesman

‘ This record was better
Peter Bunkel said, * -~ thanin other:years, he
; This' research and

said.
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Mine research cuts hit

{ 1sation
~“Eex. [, PETER GALLI 2.\0
on mechanisation would be most affected by the

budget cutbacks announced recently by the Chamber of
Mines Research Organisation (Comro), Chamber of
Mines senior manage%riri ral Speratiuns Horst Wagner

More fundamental work on gold deposition would also
be affected, he said, adding that Comro would continye
research in other areas of importance to the industry

The mining houses had agreed to contract work with
Comro in areas of importance to themselves CSIR and
Mintek would continue to receive specific projects from
the mining houses in their ficlds of expertize,

CSIR president Brian Clark said the effect of the
Comro cutback could not be determined, but the CSIR
was keen to expand its area of sponsored work and
wanted any exira contract work which might become
available as a result of the cutbacks.

“We are seeing an mcreasing number of individual
mining companies applying to us to do contract research
for them, and we foresee an increase in this,” he said,

CSIR corporate mining programme manager Brian
Protherow said the aim of the council’s corporate mining
programime was to use its available skills more broadly,
which meant focusing on prionty areas for the mining
industry and then seeing in what way it could assist it,

The CSIR had an “out-and-about policy”, he said, and
was always looking to improve and increase its skills
base, The mining industry was in a period of consolida-
tion and was concentrating on fundamental research
only, he concluded

Anglo American’s gold and uramum division spokes-
man said that in 1990 the division was expected to spend
R47m on in-company research into new mining technolo-
gles, safety and health

A similar budget was projected for 1991, with the move
away from Industry to in-company research,

P+
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Joint effort
to curtail 1
mine violence

1™=

raﬂ-iq}a

e L

Staff Reporter

The Chamber of Mines
and the National Union of
Mineworkers made a joint
commitment at a meeting
last week to do everything
1n their power to stop
mine violence.

In a joint press statement,
the chamber and the NUM
expressed grave concern
about the high level of vio-
lence on mines.

Following recent incidents
of inter-group violence on
certain mmnes ih northern
Natal, the chamber and the
NUM held a meeting at which
the parties unconditionally
rejected violence on the
mmes and agreed to take
steps to prevent it

Prevent

Earlier this year, after
mter-racial violence erupted
in Welkom, the Chamber of
Mines and employee organi-
sations 1n the industry estab-
lished a forum to look into
the causes of the violence and
possible ways of ending 1.

At last week’s meeting, the
parties agreed on the follow-
mng

— . .

® The absolute and uncondi-
tional rejection of such wvio-
lence; whatever 1its source or
motivation, on mine proper-

ty.
®To do everything in thewr

power to prevent the recur-
rence of violence.

® To identify the perpetra-
tors of such violence, remove
these persons from rmne
property and impose a penal-
ty for their actions 1 terms
of company disciplinary pro-
cedures as well as the law of
the land.

® The prohbition on em-
ployees having or bringing
weapons of any kind mto the
workplace, including hostels.

® The appropriate utihisation
of all existing channels to en-
able employees to effectively
inform management of any
impending violence or their
fear thereof.

® To learn from their experi-
ence of the violence so that a
repetition may be avoided.

® To establish a conflict mon-
itoring group that would
monitor violence on mines.

® To approach other parties
to become 1nvolved 1n resol-
ving the violent conflict,

® To make every effort to en-
courage people to show toler-
ance for the views of others,

T e iy
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Mine cuts ‘will not affect saiet 4

CUTBACKS in the Chamber of 24U
Mines budget would have no im- ﬂﬁmﬁ“e"ﬂcgfﬂr ‘!_ *‘L

pact onthe organisation’s commit-
‘ . 1east 300 mineworkers have diedin
ment to health 3% safety, Cham- - jdents on gold and coal mines

‘ﬁ;ﬁ;i’mm P t1 : IBunkell sald this year, but the NUM eclaims
more than 400 bave died.é"gzw‘/

search Organisation (Comro) rock Gay said the SA mining industry
eaths by

engineering division director Nic was striving to reduce d
Gay sald yesterday the budget for conirolling rock-bursts and falls of
research aimed at minimising ground. This commmitment to im-

deaths through seismic events proyed safely was evident in the
would be increased to R1l4m. 1990 rock engineering budget of
. Bunkell admitted there had R9m which was to be increased {0
been a number of serious acci- Rllm next year.
dents since the end of September, - ' The pudget was funded entirely
Although the Chamber had .2~ by mines that were members of
Tounced a R50m cut in research the chamber, with the research
tunding over two years, the health - programm¢ for each year being
and safety budgft would not t%e drawn up by Comro in consulta-
aﬁ;;tedt% twj& mﬁlm edo Hon with the industry.
enty-two mineworkers i
= The fact that 23 miners had been
o TS s . e
Y ed the need for stringent mine
mines in the Carletqnville area.  _ocoto methods \

TheNUMhasmdemmdthe T e - 1
e rock-bursts were a fact of

safety record of mines in the area
oblem could.be con-

and alleges mining houses are cut- life, the Pr
roduction at the trolled. Comro’s aim was to reduce

ting the cost of p

expense of mineworkers’ lves. these and to provide the mining

iThe Chamber denies the claim.  industry with the tools to enable
-Chamber statistics disclose at them tomine as safely as possible.
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ANGLO AMERICAN@

GROWTH PHASE OVER

Changes in the local and overseas eConomics
m 1990 have brought to an end Anglo
American Corp’s seven years of earnings
growth Interim earnings have dipped and
there 1s no firm prospect of a recovery n the
second half of the 1991 year.

Most of the major interests have reported
slower or reduced profit. Some R53m was
lopped off the trading résult, largely because
operating profit reported by Amcoal — the
major operating subsidiary — was lower by
R42m, at R229m. Anglo’s other net 1ncome
dropped by R9m because of lower interest
and fee income, and prospecting COsis

The group had some relief through a lower
tax charge, which fell by R48m, thanks to a
reduced tax charge at Amcoal as well as the
fall 1n other net income AM 20f 1190

But the other major problem was continu-
Ing pressures 1m the gold mining interests In
the gold sector Anglo brings to account only
the dividend receipts, SO the lower pay-outs
have directly affected the cash position.

By last year gold’s contribution to mvest-
ment earnings had dwindied to 17%, com-
pared with more than 30% a few years back,
and the contribution to equity earnings had
shipped to 12% On present trends, a further
dechme looks hkely.

Other factors affecting the interim figures
include a softer diamond market, weaker
profits from muning financtals and the stable
rand In rand terms, the combined mterim
dividend declared by De Beers and De Beers
Centenary was 5,4% higher, though the
second half may be slightly better, this 1s
clearly a much tougher year for the diamond
operations

Among the mining financials, JCI paid a
final of 90c, which was 20% better than the

LESS LUSTRE

M

Six months to Sep 30 Mar 30 Sep ".;g

89 90
investment inc (Rm) 632 898 594
Trading nc (Rm} 279 302 226
Other ncome (Rm) 28 115 19

Attrib earnings (Rm) 599 908 540
Equity earnings Rm) 1310 1 8§27 1150
Earings (o)

— attributabie 260 391 233
— equity 568 787 496
Dividend (c) 85 240 85

FINANCIAL MAIL » NOVEMBER » 30 » 1990 » 69

Gold Fields, and lifted its pay-out for the

1990 year by 14%.
The curbs on Anglo’s cash income are

reflected in & 12,7%drop
compared with the 10,4%

in equity earnings,
fall at attributable

level. A mamntamed interim dividend was
declared with the cover narrowing from 3,1
to 2,7 times Shareholders are told that, with
a difficult local economy, the slowdown 1in
demand for exports, and a firmer rand with
reduced profit margins 1n the gold industry
results for the full year will show a similar

trend to the interim figures. ‘
That suggests atiributable earnings will be
down by about 5%-10% and the dividend will

almost certamly be pegged Al 9 250c, the

share has dropped nearly

40% from the R149

high set1n February. The 3,5% yield remains

a better rating than the
mining house sector

49, average for the
Andrew McNulty
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DE BEERS and Angln
Ko SHARE NAME AMOUNT 51 Septrachem............ 111700 | American are by far South

1 De BeerS.mmn. 4078000 52 Dorbyl ..o 110176 | Africa’s most profitable
2 Anglo American... 3104000 53 Anglo-Alpha.....coereees 108805 | The two hold associate
3 Gencor.eewesieen. 1447 000 54 PP Cement...ouuucnseees 106 700 | statesineachother so tete
LI L — 1 066 464 L HT 1] [— 100 517 cﬂunting.y But it does not
L —— LER LT T 11 —— 99 071 | amounttomuch.
L L — 859000 57 RUSFUM crerrrrersmernes 93 118 [ Bt o e Tom 10,
[ p— . 749500 58 Blue Circle.....coweerrerss 88 066 | this table serves tostress the
) pe— Ly 11 R T 1T —— 87 141 ;;f:;;a;;t;gwh Anglo
9 SA Bre"eries RAtubunken 636 400 60 TSI ---------------------------- 86 789 Under Derek ‘Keyg’ SA's
10 Sappi.....oeceeemseranesen 595500 61 RainhoW.oorcoreerens 86 437 | No2 mining house Gencor,
3 0 11— e 588300 62 WRA...... v 8L OT8 | o e w10 take third b
12 Rusplat......ccousurenses - 953800 63 Pick 'n Pay...cocrmnanennn 82 800 | sition. Samancor, Impala
13 Samanco ceewrersne.e TLL KR T 11 A— B2AT1 | o i S froncors
%4 I'Eplsats'-l; ----------------- ;ig 133 65 Trencor ....ceesecesssesncs 81530 1II'.r]]S]«Jt!:l:ua- mltntllj::{ls til;n;crmen
5 GG Smith .............. 66 HagEie..ommmersrerenramasunse 71 853 ume at this list because
ig ?;annbic -------------------- 3383200 g7 peﬁﬁnr ...................... 13 683 ;ﬁﬂﬁi‘ﬁ%ﬁ“ﬂ |
------------------------- 63 Holdains .....coeresmreenes 13 343 | ferent.
£ 1), P—— 328200 69 Reunert.....ommermere 13300 | companien  we " have
19 Hiveld.......reonmeercennne 3%8 239 TOCMIl. 70 995 ;xilludeg frnmd;agin%;
4.1 11 E— e 310300 71 Alteh..mmmemeesscarenenee 70 502 | B e
21 AMZOM.corererervr 308500 72 FSl.....rs 64739 | fxed aiéﬁﬁmﬁt;iﬁ
22 Nedcor .....cooerusenuanes 287000 73 Confram......seesmeeneens 63 681 | corrency movemen
7 2T — 281767 78 D&H.ooorrsoeersroree 62630 | nary ftems sod mvestment
24 Amcoal.....coeeesrenesnes 255 246 75 Da Gama covvvevceremennnnes 60 484 allowance benefits (&2
25 Tiger Oats ......cconunes 255000 76 Hunts .....coemerercrsrerens 60 336 | Unfair an
AR T — LR v Y F— 57753 |  we have deviated Trec
IR [ FO——— 285893 18 1711 . 56 462 | this rigour in regard to
3 311 LT — 238000 79 SFW.......ooecercrsssasen 55 645 | Some e et
AN )| GR—— 233 000 80 Foschini......coserarasssnsse 55 070 more 1mportant to have up-
30 Rand Mines............ 230 LB 3 U J—— 53 459 | to-date mumhers than to
32 Engen ---------------------- 213 000 82 Metkor......cccenrnransunnse 52 215 order to be cunszste:l:: to the
33 Nampak...ccoeememierene 204500 83 RomateX..ooeennnns 22 200 negrest R1-miliion.
1N || F— 196 700 24 Plateghsé _________________ .51 483 | tmlf;:lmmg;;;;:m;;:rt
35 I.ibEI't! ...................... 180 500 88 MossiNg. . ciiceeerererssnans 46 945 fore have something of an
KRR [1):1:T) S— 174230 86 McCarthy....mcemeseseene 49 927 | B e e
37 Wit Golls................. 163 067 37 Adeock..mircreremensons 49 408 | Nampak and Robor actual-
38 Ass Mang.....cc.cc.e 156 238 88 Elcentre .....msener 48 932 | e ot S
39 :;g‘n B;pl;!' ------------ igg ggg 89 Fedfood......cccormerunens 48 538 f.tF&rs; Natu;nta] alsul h?m
40 1 [ 90 ABL........cconcrenmresesenss 46 607 | Iitec from laie clusion,
G — 136930 81 AfCOl..rromrersmsseens 86 561 | distance of great wive)
42 Wooltrt cvoeeroveree.. 130600 92 CNA Gallo..ooreerrseren 45212 | Standard Bank Investment
43 Trans-Natal ............ 128300 93 TranSu....couuseeessssssens 45089 |  Nedeor was also meluded
44 Fed Volks.....rusereren 124 018 94 Gentyre .......oeceensnnne 34 174 at the last minute, but
45 Prem Group............ 123 144 95 Altron ......ccermmessnrnsese 43500 | Drovicion and the. Hzb:
L 1] £ SO — 122 407 96 (7Y J— 412 647 | millon loss in UAL, 1its
87 Genbel......cocorcennnrnne 119 883 07 Frame....c.c.oouvmemenersnns 42 110 fg;,:mfs itga:;l:d :"nats n;‘:‘lg
48 Southern ....c...urrsssss 115200 98 RIH......c.coummuuerurcoreneses 41500 | much. Were it not for these
B8 Volkskas......roresssuasess 115200 99 Homemaker .covureronees 41 212 | things Nedeor could well

have heen ahead of 1its

LU (]2 ¢ I— 113176 100 SA Drug ......ococerceees 40 468 | rivais.



THE venture by Fralex mto
underground miming wil! have
a significant effect on the
group’s long-term profitabili-
Ly, although the group’s short-
term outlook 1s negative

Fralex is the holding company
for matenals handling company
Fraser Alexander

Financial director Les Maxwell
said yesterday the group’s recent
venture into underground mining
on 1ts own account had uncovered
some deposits and feasibility stud-
les were now being done

Fraser Alexander had mined
chrome deposits in the past and 1t
was hikely to look in that direction
as well as mimng gold, coal and
other minerais if the opportunity
arose

In the group’s annual report re-
leased 1n September Fraser Alex-
ander chairman Peter Flack
warned that a dechne m activity
had been experienced 1n severa] of
the group’s operating divisions n
the preceding s1x months

Maxwell said this still held true

()

“I don’t think our results will be
as good as last year Certain of our
markets have been affected by
factors which were not as clear in
September as they are now —- for
example, township violence has
prevented getting any concrete
products into the townships.

“Tenders and mquiries are now
starting to come in but we are
uncertam f we will be able to
recapture the fall in volumes ex-

perience the la hree
oub

he decline 1n the group’s shares
reflects this perception, Holding
company Fralex’s shares have
slipped nearly 40% 1n the last six
months from 925¢ 1n May to 560¢
yesterday In the five months from
December 1989 to May 1990 tne
Shares doubled from 450c and
trade was frequent. At ther peak
the velume of shares traded was
nearly 80000 1n one day

oy

t

after chmbing to R13,50 1n August
from 760c 1n December

Analysts are unable to offer any
conclusive explanation for the
shares’ movement

Fralex holds 72,9% of Fraser
Alezander, whose core business 1s
handling mming and industria}

“tailings

The group’s five-year profif his-
tory reflects steady growth which
has seen earnings climb from 37,6¢
a share 1n 1986 to 1655¢ a share 1n
the year to June 1990 In the same
period total assets have risen from
Rd46m to R142m.

Fralex shares are tightly held
According to the latest annual re-
port, directors and employees hold
34,8% of the issued share capital,
pension funds, nsurance com-
panies and other corporations hold
45,2% and another 44 individuals
hold 16,6%

Of the 27,1% of Fraser Alex-
ander shares not held by Fralex,
pension funds, nsurance com-

{60

000s Frales daily voiume

a80r

40 |
20 |

Jan Feb Mar Apr Jun Aug Sep Nov
18 9 9 12 7 3 12 23

1930

Geaphis FIONA XRISCH Source JSE

panies and other corporations hold
22,4%

Mazxweil said the shares tended
to trade thinly as a result of this
structure and the price moved
sharply on small trade volumes

He believed the group’s frack
record and expectations of con-
tinuing growth n earnings was the
reason for the upward movement
In the share price this year

The large volume movement in
May was believed to have been
primarily the result of one major
Institutior balancing its holding 1n
the group between Fralex and
Fraser Alexander

COoMI

boost Fralex

}12( 90
Operating company Fraser
Alexander’s shares closed at 950¢
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No SHARE NAME AMOUNT

1 De Beers.....corennn.
2 Anglo American....

3 Gencor......senemsneene
§ Sasol.....cccecnsorasence

5 Iscor......

6 Barlows......cccerann

1 Remgro ....ovveneences
1]
9 SA Breweries..........
10 Sappi.....orenenvene.
11 Johnnies.....coenmeeras
12 Rusplat........ceeeusees "
13 Samanco .....c.ceemeeenee
14 Implals...ccoeeenmranna
15 GG Smith..............
16 Stanbic......ccomeeressnes
17 ENB........coeeererreeee
18 GFSA.....oeri..e
19 Hiveld........coceereneenes
20 AECL.......ccorereenrene
21 Amgold.......ccocecrmrene

22 Nedcor .....

23 Palamin...coeeceserses
24 Amcoal.......coerernenene
25 Tiger Oats .......coenen-
26 CGS Foods......cooonens
21 Safren.......ossencense
28 Anglovaal .......ceeus..
29 Malbak .oereeecncnsnones
30 Rand Mines.............
32 Engen....c.corcsersnsenns
33 NampaK....oermemcnsenas
34 AVl.....cccrrrmnnnrene
35 Liberty ..ovccceresnsannee
36 Tongaat......ccormenuces
37 Wit Colls........ccous...
38 Ass Mang.....cccenvene
39 Sun Bop.....
40 M&R Hold......ccoceuen..
41 Kersaf.....ocoecurorasese

42 Wooltru....

43 Trans-Natal ......

44 Fed Volks..........c0n...
45 Prem Grnup

46 Edgars.....

50 Toyota.....

T e - ey,

4 078 000
3 104 000
1447 000
1 066 464
e 949 750
. 859 000
-~ 149 500

652 000
636 400

. 995 500
988 300-

553 800
937 483
422 100

- 343 400

333 200
329 800

w 328200

318 239
310 300
308 500

- 287 000
. 281 767

255 246
255 000
249 000

. 245 893

238 000
233 000
226 400
213 000
204 500

w 196 700
.180 500

174 230
163 067
156 238
152 328
150 339
136 930

w130 600

128 300
124 018
123 144

— by %[}
41 Genhel.....................
48 Southern.............
48 Volkskas......ccerurssveeses

119 883

115 200

115 200

. 113176

T gy AU

51 Sentrachelil.:..........‘

111 700

52 Dorbyl ... . 110 176
53 Angln-AIpha ............. ' 108 805
54 PP Cement.....ccuueenes 106 700
55 Consol......c.nvuieeenes 100 517
56 HLH... e 39 071

* 57 Rusfum .................... 93114
58 Blue Gircle......oeoeene.. 88 066
"5 Distil......ccocnrmrarenressene 87 141
1 1 [—— 86 789
61 Rainbow vneene 80 437
“62 WEA...oeeeereeeeonee 82 975
.63 Pick 'n Pay..............; 82 800
64 Afrox.... - 32 4711

' §5 Trencor . 81530
66 Haggie...o.. ot 24T 853
LY 1T —
68 Holdains ......ccceceneeenee 13 343

69 Reunert......coeresmmnenees 13 300

[{1 01| P

10 995

11 Altech.....c.corcrcerenensee 10 502
[ 21 1) 64 739
73 Confram .oomeeeeeeccensess 63 681
18 DEH.....ocrcensensmrencnranae 62 630
15 Da Gama........oeeeee.... 60 484
LR (1)) J 60 336
B 57 153
18 Argus......cveescrsssonenss 36 462
79 SFW.....cconecerccrenenes 39 045
80 Foschini......ccecusmsemsanee 55 070
81 ICS......ccoreccsrerenseseares 53 459
82 Metkor.......coreeeneee. 92 215
33 Romatex nsasassasnsnne 92 200
84 Plateglass ...coeeeesmerees 31 483
35 MesSSiNa..mecmeeserensmsansas 49 945
86 McCarthy.........oceoe.... 49 927
Vi —
88 Elcentre .....ccorermrereene 38 932
89 Fedfood.......cccusnvunsoses 48 538
90 ABL......cocooercrmcnmsansesann 46 607
91 Afcol..eccimeemrmssmsnsansass 46 561
92 CNA Gallo.....cosmserensenn 45 212
93 Transun......ccererceroncens 45 089
94 Gentyre .....coccnenenne. 34 174
95 AKTON .overercrenserennes 43 500
96 Keeley......ererenrcrnnene 42 647
97 Frame.....cccececronensense 32 110
98 RIH........oo e 41 500
99 Homemaker ......c.cocuses 41 212
100 SA Drug ......ecmvveea-

40 468

et et I

DE BEERS and Anglo
American are hy far South
Africa’s most profitable
companies.

The two hold associate
stakes in each other, so there
is clearly a bit of double
counting. But it does not
amount to much.

With JCI, Amic and SA
Breweries also in the Top 10,
this table serves to stress the
extent to which Anglo
dwarfs all others.

Under Derek Keys, SA’s
No 2 mining house Gencor,
has done some dramatic
catching up to take third po-
sition. Samancor, Impala
and Sapp1 bring Gencor’s
total in the top 11 to four.

Some company chairmen
will fume at this list because
they will recall that their
bottom line was slightly dif-
ferent,

That is because for most
companies we have
excluded from earnings
previcus-year adjustments,
gaing and losses on sales of
fixed assets, investments,
currency movements, all
non-operating or exiraordi-
nary items and investment
allowance henefits. ”""

Unfair @

We have deviated from
this rigonr in regard to
September reporting com-
panies. We beleve it is
more important to have up-
to-date numbers than to
wait for annual reports in
order to be consistent to the
nearest Rl-million.

Some Barlows-con-
trolled companies there-
fore have something of an
unfair advantage — some,
not all. Barlows itself,
Nampak and Robor actual-
Iy reported lower earnings
this year than lasi.

First National aiso bene-
fited from late inclusion,
moving up within spitting
distance of great rival
Standard Bank Investment
Corporation,

Nedcor was also included
at the last minute, but
thanks to a notional tax
provision and the R29-
millon loss in UAL, its
earnings gamm was only
12%, 80 it did not move
much. Were it not for these
things Nedcor could well
have been ahead of its
rivals,

T
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/Gencor scores high—

AN analysis of the Gencor
annual report which was
released this week shows
how cash-rich the group

R580-million 1 cagh -
The year under review

Saw a further Improve-

ment in Gencor’s alrcady

declined by R290-mullion,
this was 4Ccompanied by
R222-million Joan repay-
ments, as well as g R258-
millton increase the to-
tal value of surplus funds
mvested 1n Iisted shares,

G

[le{90

Gencor's surplus funds
at the year-end were
valued at R 675-million
of which R} 028-milhon

Iy .o Was represented by net
. The ~group generated  cash ang money market

net cash of R954-million assets and R647-mulijon

from:its operations durmg  py listed _share mvest.

the year'endmg August31  grenre 2o

and" afér distributions- to

shareholders,  retained Assets

At the year-end Gen-
cor held over R1-billion
of s R16,2-billion assets

:: strong financig) positon 1 cash alone, thIEﬂCES*
w | While. net cash and .that. g“enerﬁatecﬂlﬁ attractive
t money market assets = returns for the tompany

Thel..repprt shows that
while Gencor held over
Rl-billion 1n ¢ash . which
earmned a rich harvest, nine
percent of its assets did
not contribute to the past
year’s income
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'Mines ‘won

By Brendan Templeton

Lives are needlessly lost
every year on some Anglo
American mines because

with Mr Cremen

Mud-rushes in mines occur
when water combines with
sand and ore falling down an
ore pass The resultant mud

) separates from the rock and

managers refuse to buy ™ hurtles down the passage at a
specially designed mud- \ speed capable of filling an av

rush control chutes, ac-

cording to the man whoi

manufactures the device.

Tony Cremen claims that
some Anglo managers have
blacklhisted his product and
are conducting a vendetta
against him.

Anglo American has denied
the accusations and said Cre-

| men chutes were only in-

stalled where necessary It
has held a top-level meeting

,\) erage bedroom 1n seconds.

Mr Cremen says normal
chutes 1n operation at some
Anglo mines are incapable of
handhing mud-rushes

This does not happen with
his device because 1t has an
Im-built safety feature which
automatically closes the chute
when a rush occurs, he says

Managers contacted at
mines which use the chute

confirmed that the device was
effective

NEWS

't buy safety device

Mr Cremen approached The
Star after three miners were
killed 1n a mud-rush at Anglo’s
Freegold Western Holdings
mme recently He claimed his
chute could have prevented
the deaths

Anglo spokesman Adrian du
Plessis said allegations that
lives could have been saved at
Western Holdings had the Cre-
men chute been installed were
Very serious, and unproven
The deaths were still under 1n-
vestigation, he added.

Mr Cremen claimed that
certain Anglo mine managers,
especially i the Free State,
had blacklisted him because

" he prevented them from in-

fringing on lis patent rights a

few years ago.

He produced an Anglo docu-
ment which recommended 1n
1986 that the Cremen chute be
installed once its capabilities
“were proven”

Its effectiveness was sub-
sequently confirmed beyond
doubt: 1t won two design
awards, and held fast 1n more
than 50 mud-rushes in differ-
ent mines, he said

Anglo has denied that Mr
Cremen was blacklisted or
that his chute was recom-
mended “as a standard” on its
gold mines

Chutes, including the Cre-
men chute, were installed ac-
cording to specification be-
cause ore-passes varied 1n size
and design, Mr du Plessis said

&
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«defimtely not” been provoked by political
‘ posturing ‘

—ee——

ue ‘unresolved’

Business Day Reporters

COR’S unbundling was still under
consideration though a task force’s report
on the 1ssue had not presented starthngly
compelling arguments either for or
against the idea, Gencor’s executive chair-
man Derek Keys said in London yesterday.

Speaking to a group of British fund man-
agers and investufent analysts, he said: “It
is clear that the issue needs a lot more
thought and our executives have now gone
away to think about the implications of
unbundling for the Gencor group.”

Asked whether the examination of un-
bundling Gencor had been provoked by
political posturing, Keys said defimtely
not. “My responsiblity as executive chair-
man-of this group 1S to ensure that the
group 18 correctly valued.

“If the Gencor share price stands at a
39, discount to 1ts net asset value agit was
last week, 1t means shareholders are being
demed R5.4bn of their real wealth. .This
surely 1s an 1ssue that deserves pur keenest
attention?” i, {0\ it} ) 1o -

JOHN CAVILL reports Keys also sai
another factor behind the unbundling 1dea,
was that “within the SA environment large:
orgamsations are not particularly popular.,
Nor are they popular with the generall
public either.” |

Analysts said they understood this to
refer to the ANC and the government and
that 1t appeared to contradict the Press
statement claim that the proposal had

Gencor unbundling -




COMPANIES

GENCOR
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A BROADER PORTFOLI0 G2 @&

Activities: Mining house with interests m gold, |

platinum, base metals and minerals, coal, forest
products, industry, ol and gas, and mining
finance and mvestment

Control: Gencor Beherend 54,8%. Sanlam |

holds 50%, and Rembrandt more than 25%, of
Gencor Bsherend,

Choirman: D L Keys.

Copital structure: 1 776m ords Markest cap-
italisation R11bn

Share morkek: Price. 935c Yields 4,3% on

dividend, 13.2% on earnings, p-e ratio, 7,6,
cover, 3, 1. 12-month ligh, 1 375¢; low, 79bc

Trading volume last quarter, 6,3m shares.
Year io Aug *87 1’88 ‘89 ‘0

Investments ..
Book value (Rbn) . 2,89 3,73 5,08 5.85

Market value {Rbn) 7.41 7,99 13,16 16,64

Earmings {Rmj} . ©85 720 1061 1447
Earmings {c} . 66,9 7356 1055 123
Dividends {c) . .. 25 27 34 40
Net worth (c) 862 819 1211 1376

* Year ended Dec 31 ¢t Pro-forma figures.

Like most groups with large exposure to
export markets, Gencor will have to deal this
year with more difficult conditions, at home
and abroad. Thanks to groundwork laid over
several years, 1n the subsidiares and at the
centre, the house should cope better than

many others.
All the significant businesses now have

sound and active management teams and 1t
would be difficult to pinpoint areas of real
weakness attributable to management rather
than markets. Gencor has grabbed opportu-
nities and broadened its portfolio. Whereas a
year ago about half of group earnings came
from Samancor and Sappi, in financial 1990
major contributors 1ncluded: Samancor
(16%), Sapm (16%), Genbel (29%) and En-
gen (14%). And the group has entered the
downturn with financial strength, including
a year-end cash balance of Rlbn,

More building blocks were put into place
last year. Most notable was the creation of
Engen, which has confirmed it will spend
R670m in what is seen as the first stage of a
capital programme likely to exceed R1,2bn,
As Gencor chairman Derek Keys says, En-

Gencor's Keys
blossomed

.. Engen

gen not only blossomed, through its listing,
into the group’s biggest single investment,
but bore fruit to the extent of a maiden
contribution of some R200m to the bottom
hine He expects this performance will be
improved upon this year.

The pace of Engen’s expansion will mflu-
ence the deployment of Gencor’s funds. En-
gen’s long-term strategy includes doubling
capacity of the Genref refinery. Phase one
should be funded internally, but the next
stage will probably include a call on share-
holders The process 1s also likely to involve a
reduction in Gencor’s present 84% interest 1n
Engen.

Trans-Natal completed its recovery, with
its earmings contribution doubling to R73m
Near-term profit growth will be restrained
by Eskom closures as well as weak export
markets. Meanwhile, the coal producer 1s
lifting export capacity, and plans to spend
more than R1lbn over the next five years,
funded internally. It 1s contnibuting to the
proposed Moatize project mn Mozambique,
whose total cost could be US$1,5bn. An
investment decision is not expected before
the mid-Nineties.

Though manganese mcome should rise,
Samancor predicts lower profit this year un-
less ferrochrome prices rise sharply. Negoti-
ations with the Taiwarese partner for the
R1,5bn-0dd Columbus stainless steel project
have been suspended and management 1s
pursuing alternative options.

Earnings from metals and minerals other
than Samancor rose from R77m to R119m,
derived mainly from 25%-held Richards Bay
Minerals (RBM) and 30%-held Alusaf.
RBM is expanding production of titanium

slag to 1Mt/year, at a cost of R925m. The
environmental impact assessment relating to
St Lucia area should be completed during
the current year. Alusaf is investigating new
projects, particularly the hooding of all pots
and conversion of potlines B and C to pre-
baked anodes, for about R330m. It may be
listed within three years

As expected, weaker pulp and paper mar-
kets depressed Sappi’s earnings contribution,
and another reduction 1s expected. The

group continues to bolster its position in
international markets, and 1990 saw the pur-

chase of five fine paper mills in the UK.

Profit margins will probably remain de-
pressed 1n the gold division, though benefits
of active management should increasingly be
felt. Steps taken to keep the gold producers
in the black included shrinkage of unpayable
mining operations, an improvement in grade
and reduction of 9618 employees. Oryx
should be 1n full production by end-1993, but
needs additional funds and a rights issue 1s
being considered for 1991.

Impala will have to finalise arrangements
this year for its expansion. Last year saw the
Karee/Western Platinum merger, re-negoti-
ation of the General Motors contract on
terms more favourable to Impala, acquisi-
tion of Messina's platinum reserves and the
arrangement with the Bafokeng tribe to en-
able minmg of the Deeps — all of which
should underpin the share’s rating. Weak-
ness 1n the platinum price and fears of over-
supply have pushed the price down, but Im-
pala 18 better placed for a rights 1ssue than a
few years ago.

Malbak, largely dependent on the local
economy, 1s also looking forward to an earn-
mngs decline, though the dividend should be
maintained. Genbel, one of the house’s best

EARNINGS SOURCES

Year to August 31 1989 1990
Rm

Gold . . 184 167
Platinum 91 91
Coal . 36 73
Metais & minerals 398 370
International & other 40 37
Exploration {95) {97
Corporate . {57) {39}
Ganmin 567 h92
Sapp 276 240
Malbak 145 116
Engan {29) 203
Genbel & investmeants 191 414

1160 1 665
Corporate {23) (26)
Financing costs {76) (92)
Gencor 1061 1447

FINANCIAL MAIL » DECEMBER = 14 » 1990 « 51

1.0 .
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performers 1 1990, predicis slower growth,
with interest receipts set to fall.

Most mining financials have been rerated
downwards and Gencor’s share price trades
at nearly a third below the 12-month hgh.
At 935¢, the 4,3% yield 1s 1 line with the
average for the miming house sector, while
the discount to net worth has returned to
former levels of around 20% — suggesting
mvestor scepticism about “unbundling”
prospects, as well as caution on the 1991
earnings outlook

Still, the howse should produce a divi-
dend increase of at least 5%-7%. The quahty
of the investments continues to 1mprove and
the share offers attractions for those who
want an mvestment 1n a broadly based port-

folio of commodities Andrew McNulty
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THAT’S RIGHT .

i

IT started with tea and scones at the
Sputh African Council of Churches’
offices in Marshalt Street, Johannes-
burg -— and ended in much the same
way

ANC depnty president Nelson
Mandela, decked in a dayglo green
shirt, offered ritual handshakes and
leathery smiles as the who's who of
left-wing politics filed three by three
into Khotso House,

But the man whose hand would
have added meaning to an otherwise
generally meaningless day, was con-
spicuous by his absence. Inkatha
leader Dr Mangasothu Buthelezi was
too busy to join the SACC's peace
safarf to the East Rand killing fields
on Wednesday

Instead, he and Law and Order
Minister Adriaan VIok took an early-
morning helicopter ride fo the war-
ravaged townships, adding fael to
the fire of those who increasingly
complain of collaboration between
Inkatha and the SAP

The SACC's general secretary, the
Reverend Frank Chikane, was disap-
pointed that the chief minister could
not make his tour two hours later.

Invitations had been sent out four
days before, by fax, and a perplexed
Mr Chikane told guests over a cup of
Ceylon’s finest that he was sure
“everyone” must have recelved the
invitations by Monday morning at

the latest
TRUTH

In the end, Dr Buthelezi indicated
ke could not join the tour “at such
short notice”. His visit with Mr Viok
may have been “ap old plan he
couldn't change”, said Mr Chikane,

But that was not the case Law and
Order spokesman Captain Cralg
Kotze told the Sunday Times that Mr
Viok and Dr Buthelezi plapned their
trip only the “previous evening”,

So Mr Chikane and his 60-strong
party set off sadiy to stop the fight-
ing and seek the truth about the
week’s township toll without the
chief minister

At Zonk'izizwe — the largest
squatter camp on the Reef — things
were unusually quiet,

The peace corps alighted from the
air-conditioned coach and milled
around uncertainly They chatted
among themselves and ne<dded sage-
1y as Dr Allan Boesak explained that
he was there neither as churchman
or politician, but m response 1o a

beckoning from God
Mr Mandela and mother-of-the-

pation Winnie did not leave their car
Instead, they dispensed Charles-and-
Di-like smiles and waves to the
adormng throng staring into their fish
bowl

R————-—

P g T WO L A ]

a smiling Dr Mangosutho Buthelezl seems to approve of Minister Adrlaan Viok’s

message to reporters at Thokoza

A walk

DOMINIC JONES goes on
peace safari with Mandela

Then the tour gulde ordered
everyone back into the bus, A jour-
nalist tried to explain that she had it
wrong and that the second bus had
not yet even arrived

But she was having none of it and
bus No 1 set off solo in the direction
of Phola Park, its occupants none the
wiser about the death and terror that
stalk the sprawling shanty commun-
ity near Heidelberg

Phola Park, the squaiter camp
that has taken root beside the Alber-
ton township of Thokoza, was still
mourning the deaths of 13 people
killed the day before.

Had Mr and Mrs Mandela braved
the obstacle course, they would have
come to a hait at a muddy junction
and locked across a water-filled
trench at the burnt-ont ruins of a
shack,

“We have fonnd someone who
lived in one of the shacks, maybe we
shonld ask him to tell us what hap-
pened,” said Mr Chikane, fighting to
be heard above the sudden din of
cameramen’s feet on sheets of corru-
gated iron as they fought for the best
angle to make the nightly TV news

A young man said he was the first
person to be shot in the 8am atack,

“It was a blue Ekomhi The
attackers opened fire at random, A
white man got out of the kombi and
started firing wildly into the rows of

shacks and scattered men, women
and children,” ke intoned

A wave of toyi-toyiing, banoer-
waving supporters made a sudden,
loud appearance, signalhng that
Madiba had decided to leave his car
after all and do some fact-finding of
his own,

As the TV crews jostled for posi-
tion a few mmutes of chaos ensued,
but eventually, the delegation moved
back to the centre of the ecamp where
ahout 1000 residents were chanting
“ANC, ANC” and responding vigor-
‘ously to Mr Mandela’s elenched-fist
salutes

1t took the affable Mr Chikane
some 15 minutes to gain their atten-
tion, but no sooner had the speeches
started than they had to stop The
roofs of two shacks chose this
moment to collapse under the weight
of enthusiastic youths who had
sought a better vantage point

The next leg of the tour — which
was fast becoming reminiscent of
the annual Bob Hope roadshow to
whatever war zone GIs happen to
find themselves in at Christmas —
was Thokoza

Seores of ANC supporters lined
the streets leading to Hostel No 1 —
Inkatha territory The Zulu strong-
hold was deliberately included in the
jtinerary to allow the group to get
both sides of the war story.

SURVIVORS

But the Zulus were in no mood for
talking, The convoy was stopped by a
group of placard-bearing Inkatha
members shouting: “Go back! Go
back, it is the ANC and the church
that Is killing us”

SA Communist Party secretary-
general Joe Slovo shook his head in
disbelief and the caravan rolled on

The final stop was Natalspruit
hospital, where Mr Mandela had a
45-minute chat with supermtendents
before entering the ward of the
wounded

He spoke softly to the survivors,
took the hand of a taxi-driver
swathed in bandages and wished him
a speedy recovery.

At another bed, Mrs Mandela
whispered to a young man lying
motionless on his side A nurse said
the man was too heavily sedated to
hear and she moved on

So Nelson Mandela went east in
the hope of bringing peace and
returned with litfle more than the
hope of another — and by now much-
needed — cup of tea

And Chief Buthelezi missed out on
the feather-light scones that were
waiting at Khotso House as the toar
de farce came to an end
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rhrffﬂiﬂ‘nl'(?ﬂ liﬁxecutive ‘charrman Deri*jék
rg‘.é*fgél’jrﬁdemed 2 London Suhday Tele-
" graphire ,purt on a possible merger between
the S ‘gréip and mternation conglomer-
a té“Ifoﬁrho B [Me{gﬁ 'ef 7o
L Keysiteho is visiting'London, said m a
sthtenien £ 1ssued n JnhannEShurg “Gen-
cor, m”pof cnns:denng merging with:Lon- -
rho}/At¥divisional-level .there arejdiscus-
smns fmm time to time ammed ati possible
| synergles;‘betweenlbusmesses in: ther_twu .
groups’} ', . eyt ‘
" ThetSunday Telegraph repm;ti bm ‘Bill -,
“ Janueson said Lonrho“chnef executive;Tiny,
Rnwland was “pondering” a merget‘with
'Gencor, which would create, one'of: the;
wu;lld’s;a gest mining, precious ‘metals,
. farming-and \industrial groupsy It e-.wuuld
havera 'market! value; of, cl dse it .

Eﬂnﬂ‘:’zshld#ﬂié‘hdea * dls-
Wﬁegtg‘wmﬁ 1 pﬂme" ,éafh
; lalld‘?&llq 'K‘EJF’S,' I Et:
beei‘held on de ﬂs.n AL Jﬁ;t-; EM‘
sVAldraft of thezmerger prepérectlﬁfz.lo-
hannesburg in the late autimn -is-under- .
'StodH to be under. consideration aLﬁ_ nrho.
! It?pi'upogés a'shiare offer by Lonrh6¥priced
n, the"Johannesburg Stock Exchange at

Rll] ,8bn, (£2,2bn) agamst Lonrho’s.£1,3bn *
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et s < hit mineral exports
C Betae costs ineral eXpo
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| . RISING costs and price in- dropped by an average
| Stdation had weakened the 124% over the last five
i3 nternational competitive-  gex (WPI) for the year Was (b ooningt an average
. ness of SA's mineral €% projected at 13,1%, com- <\ "0t 35% for Austraba
njﬁb ﬁrtiug fndusiry m 1990 pared with 7,1% for Austra- and an apmual strengthen-
“%compared with 1989, the 115 39% and 1,9% ni ing of the Canadian dollar
| 27 tast Mineral Burean (MB) S and Canada, (0-28%),.and
| “Bulletn says. The MB reports the'i B (0,06%)
"% During 1990 the SA Tl tive ympact of the FEU T T, My d ihwas T
‘ 18 mdil EEF‘E (g?f‘)“ﬁr Ilvuﬂi:;’s: ogutlgg::;?ﬁ:ness perative that costs ar;g
sPrice Index ' ft- ce inflation be contawn
Kol ainst was only fractionally sofi- pn
I greased by 1257 2 oline in the  so that the mineral industry
. i Australia, 54% in  ened by a 1% decline ; in-
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Envisaged R20bn for Gencor’s

growth ‘may create 33 000 jobs’

CAPITAL expenditure of the Gencor group
%\rzeli) the :&eﬂ; feiw yﬁfm cougd amft:g:;t 0&3 usiness Day Reporter

¢bn and involve the creavion O Durban. the first ph h -
new jobs if its expansion plans reached I;WH cﬁ;g&ﬁtﬁﬁ.ﬁf’{( E;ﬁsﬁ?ﬁf;
fruition, Gencor executive chairman  gwoyld further strengthen Engen’s role as
Derek Keys said m London on Friday. an mmportant regional player.

Addressing a group of imvestors and ana- y ;
Iysts, he said there were a number of excit- andTgf :;ﬁ;iﬂ?f a;e{fhéitggi; :tft‘;

ing projeets in the pipelne _
The final go-ahead on the projects and ﬁ‘}iﬁ“” we may allow our shareholding

their financing would, however, depend on
e St of dargad Ty e prodic and e a o/S0venture S ioreen Sean
the copdition of the markets & hjch Gencor gur]and Highveld — could volve a total
would use for funding. g
g ~ ©xpenditure of R2,6bn for the hot null to be
9\0) Pariners & get up 1n SA and about R900m for the cold

N roml at'a location yet to be determined.
said that while Gence rfad the Y I the Colimbus project: gets the green
fands available for all the projects to~. hight the Gencor group will end up with an
which 1t was commuitted, rnmng finance ™ effective 22% of the project. It could event-
houses traditionally did not finance 100%™ uajly lead to the creation of some 1 200 new
of each project. ]

“We work in conjunction with our part- 3* Impala’s planned capex for the Impala
ners and other shareholders in these pro-Q 14 shaft, the Deeps shait, for UG2 growth
jects and they would obviously provide ~~ and for the Messina expansion amounted
their-portion of the financing,”

Examples of possible expansions, Keys generate more than 17 000 new jobs.
said, were Gengold's plans which couid Papermaker Sapp) had more than R1bn
\nvolve expenditure of about R7bn and the  in possible expansion projects in the pipe-
creation of 11 000 new jobs in the next few  lme at 1ts Saiccor, Enstra and Tugela mulls,
years. Jt was already establishing two Rew Keys said, Gencor’s mission was to start
mines,Oryx and Weltevreden, and expand-  or acquire major business ventures and to
ing three of its existing munes — Winkel-  accelerate the development of 1ts existing
haak, Kinross and Beatrix, businesses. .

Engen, the integrated fuels company, - -“From these numbers you will see that
had already announced plans tomaterially  we are prepared toiput our money where
increase the capacity of its Genref refinery  our mouth 18.” 4,
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THE-outlook for the industrial eqm::{
» market appears reasonable, especial-
.lyrin the second half of 1991, but
'~ hrokers are taking a bearish view of
* the mining sector.
+ 'The mimng marketl will be neutral to
-~ down, says Derek Esterhuizen of George
Hiyshamer & Partners Inc, who are a
~ shade bearish on mining producers and
- expect that mining houses will not be fully
.. profected by their diverse holdings,
< With the mming sector closed to cash-
- flush.institutions, they could turn to the
-+ mdastrial market as interest rates decline.
~ However, they would have to bid higher to
find Scarce scrip
Another broker said that institutions
were-unhkely to chase scrip while they
could earn real returns on cash holdings.
He said corporate results would con-
tinue to be disappointing 1n the first half of
1991~He foresaw a quickening of interest m
" industrials in the second half of the year —
provided the gold price did not deteriorate,
-Gold remained the wild card. Given an
eafly. resolution to the Gulf crisis, inves-
tors ‘could see gold weakening further.
JIndustrial shares appear {o have reacted
too quickly and too sharply and the indne-
fv.trial market mght see a consolidation in
« January and February, said John Liack-
~.man of Frankel Max Pollak Vinderine, 1
. ~Themarket might well wait on the Bud-
riget, However, he foresaw a good bull run in
the bond market with long-date stocks pos-
sibly: down to 14,5%, which would make

T
- Tl

_ N — =

Bearish vie:
PN
the mining

L1Z ROUSE ‘

equities look more attractive.

In general, Liackman said, he was not
too optimustic about the industrial market
although the banking and consumer sec-
tors should remain steady. He was cau-
tious about the length of the recession,
which eould run into the third quarter of
1991,

Liackman was very bearish on gold
stocks He said that, although other metals
and commodities might well turn up 1n the
latter part of 1991 as world recession
faded, any action on the gold front was
likely to be waves of more selling.

There was a possibhlity of rallies in the
gold price but it was now perceived that
gold shares were ligh risk stocks

A less pessimstic view on gold was taken
by Lloyd Penglly of Martin & Co. He said
forward selling by producers, especially
the US and Australia, might dry up or the
gold price could reach the level where they
would have to cover positions.

Pengilly said the metal appeared to be
stuck in the $360-$400 range at present but
he did not rule out a priee rnse at some
stage in 1991, Prices needed to come down
more before investors could be lured by
cheap prices.

Martin & Co brokers were taking a more
optimistic view about industrials, based on
excessive institutional liqudity, expecta-
tions of lower interest rates and the fact
that there had been few sellers. J

I
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LONDON ~— Lonrho, the in- level nvestors and’ analy

- ternational trading company and told them theré:were a

‘built’up by Roland “Tiny” number of exciting projects
Rowland; is in merger talks 1n the pipeline for Gencor.

, With . Gencor. ; “Developing new* projects
SMriRowland, who was or expanding our 'existing
preparing (o leave for Africa businesses ‘will also involve
on,business, confirmed yes- the creation of -new employ-
terday that tdlks were tak- ment opportunities, *¢
ingplace} “We estimate that up to

. JE 1t suits Gericor we will 33 000 new-jobs could be

1 J;

be ‘merging. Lonrho will be created throughout the'Gen-
taking over Gencor if 1t hap-  cor group,” o

- pens,” he'said, , He .added: “My Tresponsi-

. Talks have been in bility as executive chairman
progress, according to Mr of this group is to ensure
Rowland, Lonrho’s chief éx- that the group is correctly
ecutive, for a year. It is be- valued. If the Gencor'share
lieved if the merger did pro-  price now stands at a’33 per-
ceed it would be carried out cent discount to its net Asset
through the 1ssué of shares valye as-1t’ was last week, it

by Lonrho 1n exchange for means -shareholders- are

Gencor shares. being demied RB5,4 billion of
* However Gerncor chair- their real wealth This'surely
man Derek Keys would only s an 1ssye that deservestour
comment that “from time to  keenest attention.” o

e LT N )

b, s - L
LI

e 7o

b h -

- Last week in London Mr
Keys met a group of high

groups”,« 3 P . in

-|-«time.there were discussions  -If the merger goes-through
aimed at possible synérgies
betweén) businesses in the
““two

it would strengthen Lonrho's
management which is do-
minated by Mr Rowland,

who is now in his seventies.
~ Independent News Service,

L




| Tiy Rowland ¢,
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annval in-
r : 3 =
come '£1,3 mitlion.

By Derek Tommey

Shares of Lonrho, hoosted
last week by speculation of
a possible merger with the
giant South African mining
house Gencor, dropped 60c
yesterday to 1400c.

This followed the demal by
Gencor’s chairman, Mr Derek
Keys, that the group was con-
sidering a merger with Lonrho,

However, Mr Keys said that
certain divisions of the two

groups did hold discussions

from time to time aimed at pos-
sibly synergies.

This negative response from
Gencor after Lonrho’s chief ex-
ecutive, Mr Tiny Rowland, said
merger talks had taken place
looks distmetly odd

But one possible explanation
is that Mr Rowland s looking
for a big brother for Lonrho to
belp 1t out m what could be a
difficult time in the next year
or so And it could be that he
sees Gencor m this roje

With the political chmate m
sub-Saharan Africa changing in
South Africa’s favour, Mr Row-
land may see a merger with
Gencor, or for that matter, with
any other South African mimng
and investment house; as being
most beneficial for Lonrho

Lonrho has a wide spread of
activities, many in Africa. But a
number of them of them could
have been hurt by current eco-
nomic conditions

The drop in the platinum
price will have affected opera-
tions at Western Platmmum, the
higher oil price and the move
towards a world-wide recession
will have taken their toll on
Lonrho’s huge motor trading
business and also on its impor-
tant hotel business, and the drop
In commodity prices is weakej-
ing the economies of the Afri-
can states in which 1t extensive-
ly trades.

High interest

In addition, 1ts 55 percent net
debt/equity ratio at the time of
its last balance sheet 15 months
ago when interest rates were
lower than they are now, sug-
gests that interest payments
could also be depressing Lonr-
ho’s earnings,

The 36 percent slump in
Lonrho’s share price between
July and November, 1n fact,
tends to confirm the view that
Lonrho 1s expected to report
fairly poor results for the year
ended September when these
are issued next month, ~

In this sitution Mr Rowland
might well welcome a big

: ; - : be active 1n Africa after Mr
M ““—__ h——ﬁ ¢ -
’ Rowland has relinquished ¢on-

| yiously will continue to co-oper-

. be a matter of Mr Keys playing’

brother who could help the
company through the expected
difficult times.

For Lonrho does not have any
large institutional investors
who might be prepared to in-
vest more money 1n 1t to safe-
guard an existing stake, A year
ago Lonrho’s largest sharehold-
er was the Austrahan, Mr Alan
Bond He held about 19 percent
of the company but he is no
longer in a position to follow up
this investment,

The next largest shareholder
is Mr Rowland himself with a
15,3 percent stake. The balance
of the shares are held mamly by
small investors,

A further factor which could
be causing Mr Rowland to link
up with Gencor is that Lonrho is
virtually a one-man-show and
he is no longer young He is
facing the same problem as all
successful entrepreneurs have
when choosing a successor.

Lonrho’s interests in Africa
could also have frustrated at-
tempts to seek friends in the
Northern Hermisphere There 1s
little enthusiasm in Europe or
America these days for invest-
Ing 1n Africa.

But South Africans see Africa
differently What others see as a
problem, they see as an oppor-
tun:ty

Because of this 1t would seem
that if Lonrho 1s to continue to

+trol, it will need to be runfrom’

Johannesburg  and not, from
hhﬂndﬂﬂ.,w AL LRSS T ,fﬁiﬁ_ﬁjﬁﬁ?
. Geneor is likely {0 see&l;hllngsiw
;rather differently. While'it 0b-:’

ate with Lonrho 1n the platinum ;
field, and. may, see,some,syn- .
ergy:in-lmking the two com--,.
spanies’ oil..interests, there
«jeems no other areas where;it
would benefit from a closer link .
MithLonrho.;.. o . "
" So the denial of a merger |
-With Lonrho would not seem to.. .

hard to get. Rather, it would ap- |
kpear that Lonrho has Iittle to

voffer Gemeor: | * v v,
-
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Dabi’'s profit

pefite

PETER GALL!

JING mvestment com-
pany ‘DAB Investments |
(Dab1); a JCI ,subsidiary,
‘posted a 29%- rise” i at--
tributable profit to R2,78m
(R2,15m) for the siX months
to end-Decemberi:™ |

A+~JCI -spokesiman said

" thisancrease was due to the
recéipt of Consolidated "
Metallurgieal Industries’
(CMLs). final dividend for
its 1990 financial year dur-
ing this period

'CML 1n which Dabi has 2

_ 4,4%¢holding, had changed-
its divadend declarafion
date to July from June and, .

. as arresult, ths mcome was
mcluded in Daby’s results to
end-December.

Income from this source
was R0,85mor 18,7ca share
higher than for the corre-

" sponding pertod last year

The spokesman said httle

. growth was expected m Da- |
br's portfolio, with most of
the compames at best like-
, ly to mamntain dividends -

[ —
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TAX payments by minng compames
othertthan gold mines rose 106,4% in
the first six months of the fiscal year,
defying sthe: 10,3% dechine hudgeted
by government I March, the latest
Reserve : Bank Quarterly Bulletin
reports. i

some ;ﬂapalysts felt the diserepancy
was “another typical Reserve Bank
budgetarysfaux pas”.

Howeyer, KPMG Atken & Peat
partner ‘Alister MacKenzi¢ said the
difference was a compnation of un-
predictable timing structures and the
periods ;when provisional payments
‘wefe made,

“Altough the figures are accurate
therresults they reflect are fortnitous,
With such 2 mixed bag of inputs, half-
year figurés are not accurate indica-
tions of the long-term trends.”

"All nofi‘gold mining compames
were required to make three provi-
qional tax’ payments a year — the
timing of which was dependent on the

et e— —

far greater tax payments than others.

Similarly, other tax payments
were reliant on the companies’ order
books, he said.

mining firms

companiesitax years — and the dead-.
line months would obviously register

—————

r wins bo ;ffrs)m
’ "’ » 2‘0 E Y
bi 1S

In June of the 1991 fiscal year Rev-
emue collected R752,6m compared
w1th R401,5m for thé same period last

year. These compared .with the

“lean” months which saw: Revenue
pay out;R7m in refunds mm May,
R16m n July and R2,6m 1n August,

Revenue confirmed that a total of
Ribn was received for the first six
months of the 1991 fiscal year com-
pared with R522m for thé same
period 1n 1990, ' o

Many mining houses, wntheir quar-
terly reviews, melude the caveat that
there are hugé fluctuations)yithin the
quarters which do not necessarily re-

flect the trend for the year.

Price Waterhouse pai'ﬁcner Chris
Frame said. the discrepancy indicat-
ed a lag between government's pre-
mature recession predictions and the
companies’ experiences. “Last year
government was trying to decelerate

4 &

the economy without'success and was
forecasting’ a gloomy year. Com-
panies were still doing well in the
first s1x months, which government

would not accept,” he said.

—_ l'l g



\ Net asset discounts
hit inyestors
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THE discounts to net asset
value at which shares In
Anglo American and Gen-
cor trade ¢an represent bil-
lions 1n forfeited sharehold-
er wealthi and prejudice
Jong-term mvestors, say
analysts.

Shares m Anglo Ameri-

can' and *Gencor trade at
discounts .of about 30% to
net asset value while com-
parable conglomerates like
Anglovaal appear to trade

at very;close to state
asset vahie "}QIO

Analysts attribute
discounts to a shortage of
available' 'scrip, perceived
quality:;of management,
dividend policies, corpor-

~ ate'structures and the diff)-

culty 1n evaluating unlisted

4

investments

1
A Tk

I -
I

B

e

announced it was studymg
the possibility of “unbun-
dling” 1ts’ diverse nterests
1n an attempt to reduce the
discount and. maximise
shareholders wealth

‘“Investors prefer imyest-
ing directly m operating
compames — they: feel

management is more,

r

hands-on and capital '1s
better utilised,” an analyst’

said J '

The question arises as to

why the discounts vary so

much from company to
company S

A" Frankel- Max Pollak
Vinderine analyst said -
vestors were avoiding con-
glomerates with hig expo-
sures .to gold operations

“Holding cunipamés that
rely,.largely on dividends

can
_analysts |

I

ANIES——mMm

, " from ‘gold businesses are
Gencor, SA’s second big-  ynhkely to gan favour, mn
gest mining group, recently the short term” . . °

§

= e Gold represented’33% of
Gencor. mcome and 20% of
 assets' last year At Anglo
gold accounted for 34% of
mvestment and 17% of eq; .
uity earnmgs. -\
Anglo’s net asset value 1s’
about 13'300c a share but
the shares have traded be- ' |

low 9500c this week:

Giveri’ the bleak’long-
term outlook for gold and !}
the 42% discount to net as- |
set value at which Anglos |
have traded at i the past |
the shares could go lower, |
say analystsri it |
' By, contrast- Anglovaal’s
exposure to gold 1s¥small.
Its . industrial Coperations |
produced 54% of 'ea;ln‘ings‘
and the groiip'is rapidly,ex- * |
pan&iﬂgi Into fmﬂn?éiﬂ%;ﬂr"m

vice§” — further’ reducing * |
its reliance on the meétal. . |

But stated asset values |

' dre'dften deceptive, Forex- |

- ample Anglovaal's‘mterest |

" 1n. Anglovaal Industries |
(AVI) 1s probably worth far, |
more than book value, ana- |
lysté say Ay b

I '
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BARLOW RAND

FiM 21[12]90 @
ANOTHER TOUGH YEAR

Activities: Mining, mineral beneficiation, manu-
factunng, distribution, food, pharmasceuticals
and property.

Contrel: Old Mutual 34%; Sanlem 7,2%.
Cholrman: A M Rosholt, vice-charman and CE:
WA M Clewlow

Capital structures 185,5m ords; 375 000 6%
cum prefs Market capitaisation: R6,86bn.
Share markek: Price: 3 700c. Yields: 4,6% on
dividsnd: 12,.5% on earnings; p:e ratio, 8,0,

cover, 2,7. 12-month high, 547bc; low,
2 975¢c. Trading volume last quarter, 2,7m
sharas.

Yaor te Sup 87 ‘88 ‘8 90
ST debt (Rbn} ... 0,73 109 138 149
LT debt (Rbn) . ... 1,68 183 180 239

Debtequty ravo ... 0,26 0,32 0,36 040
Shareholders’ interest 0,46 0,42 043 043
Int & leasing cover 85 21 98 68
Retumonequity (%) 164 228 311 237
Tumover {Rbn) . 165 21,2 264 281
Pre-int peofit (Rbn) 142 2,02 270 248
Pre4nt margn (%) .. 86 86 102 8.5
Eammngs ¢} . .. 2973 408,2 543.8 4863,7
Dwvidends ¢} ... ... 100 130 170 170
Net worth (¢} . 1810 1784 1747 19566

Borlew Rond’s 14% earnings decline in
financial 1990 was a better result than the
market had expected, and the share price
gained about R8 after release of the figures.
The group thus showed resihence when de-
mand withered 1n most markets at home and
abroad

Sliding commodity prices bloodied the
earnings from two major divisions — min-
ing, and ferro-alloys and stainless steel —
which together contributed 39% of 1989s
attributable profit; in 1990 their total contri-
bution buckled to 26%. The collapse at Mid-
delburg Steel & Alloys (MS&A) wiped
R164m off Barlow’s 1989 bottom-line profit
of R1bn.

Chairman designate Warren Clewlow
says the extensive capital programme at
MS&A has been completed and it is expect-
ed the company will, when better market
conditions return, perform at a level that will
justify the expansion. He adds that MS&A
operates in highly cyclical mternational mar-
kets and Barlow 18 examining ways of reduc-

Buarlow Rand
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Barlow Rand’s Clewlew ... patience
did not help

ing the effect of this company’s cyclicality on
its performance.

Barlow has made various changes to its
structure in recent years, including several
delistings, and the wholly owned portion of

the portfolio expanded considerably. Though
benefits were felt in the upswing, the 100%
subsidiaries include some particularly cycli-
cal compames — MS&A as well as such
interests as the bulding matenals, steel and
paint division.

The effective stake in Tiger Oats — long
one of most successful and consistent per-
formers — is only 26%. That the 1930 at-
tributable profit contribution from food and
pharmaceuticals was only 14%, partly re-
flects the financially' inefficient control
structure through C G Smith and C G Smith
Foods. A leaner structure for Barlow cannot
be delayed indefinitely.

The worst is not yet over for mining and
MS&A. The latter’s outlook for the coming
year is described as particularly bleak, given
the uncertain state of world markets, the
ferrochrome oversupply and the weakening
SA economy. While Rand Mines 1s gaining
from higher coal offtake at certain Eskom
power stations and the increased share in
Middelburg Mine, the coal export market
remains stodgy and the minmmng house is
meeting difficulties in most other areas. Its
1991 taxed profit could be “well down ™

Rand Mines has been a useful source of
cash but the miming house 1itself has stagnat-
:d Tt has failed to diversify its mintng oper-
ations effectively, and, as Barlow’s mning
arm, has been unable to follow other mining

houses 11 1nvesting outside the mining indus-
try
Clewlow admts that, taking a long-term

COMPANIES

view and exercising patience with respect to
the marginal gold mines, has not helped
Rand Mines. Prospects for the mumng divi-
sion in its present form and under present
world precious metal and commodity market
conditions, he says, are not favourable. The
entire asset portfolio of Rand Mines 1s being
reviewed and its cash position will be
strengthened by disposal of under-perform-
ing assets and non-core businesses.

In contrast, steady or improved profit is
forecast for most of Barlow’s other major
divisions. The industnal division, which pro-
vided 30% of attributable profit, is expecting
a reasonable advance from electronics and
electrical engineering, a return to growth in
information technology, an earnings increase
im line with inflation from earthmoving
equipment, motor and appliances, and mar-
ginal improvement from building materials,
steel and paint.

After an earnings decline last year, the
packaging and textiles division is expecting
some recovery, partly due to capital projects
coming on stream. Better earnings are also
expected from food and pharmaceuticals;
management reckons these businesses are
generally running well and there are still
many opportunities for expansion and n-
creased profitability.

After several sluggish years, J Bibby Plc
woke up and lifted its sterling after-tax profit
by 23%, a 27% advance in rand terms. It
made several acqusitions and expresses con-
fidence for the future — though a simular
surge is unlikely in 1991, in view of the
slowing UK economy.

A favourable swing of R34m 1n the deduc-
tion from Barlow’s bottom line, relating to
property, finance and administration, was
mainly due to tax benefits ansing from cap-

PROFIT BREAKDOWN
Attrib prefit
(Rm)
1989 1990

Minung 172 169
Coment & Ime . 62 65
Ferro-alloys &

stainless steel . . 216 52
Electronics &

slectnical enginesring 650 b8
Information Tech 26 20
Earthmoving equipment

motor & appliances 124 123
Building matenals,

steal & pant 91 65
Packaging & paper \ 83 76
Carpets & textiles . 18 13
food & pharmaceuticals 109 122
International 93 1156
Praperty, finance & admin {43) (9)
Total 1001 8569

FINANCIAL MAIL » DECEMBER o 21 « 1990 « 51
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ital allowances in certamn wholly owned sub-
sidiaries -—— another boost unlikely to recur
this year.

Whether improvements in the industrial,
food and international nterests will be
enough to compensate for deterioration else-
where will depend largely on economic con-
ditions. Asset management remains tight —
operating working capital increased only 2%
last year — but volumes will ultimately
determine profitability.

Clewlow sees 1991 as a year of conselida-
tion, with reorganisation in the muning divi-
sion and capital projects to be brought to
profitability throughout the group. Perhaps
optimustically, he forecasts roughly main-
tained profit, implying a dividend pegged at
170c for the second year; certainly, it will not
be cut. Investors must be hoping the dividend
plateau will not extend to five years, as in the
first half of the Eighties, when Barlow be-
came known as a fixed interest stock.

Earnings growth should, however, be ro-
bust when markets recover, which may well
occur by 1992. The share offers value at
present levels around R37, though there
probably will not be much appreciation fora
while. Andrew McNulty

compamies F(M 21]12{40
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SA mining ‘has edge ove

- e

SA CAN establish new sources for
mnerals and metals such as chrome

Naas Steenkamp.
Writing mn the latest Chamber of

Mines newsletter, he says there are

\and mginganese ore, coal and plati-
numn group metals,
t:cheaply than most com
wChamber of Mines vice-president

quicker and more

—

| GRETA STEYN

1 1990,
In recent months, labour relations

petitors, saysO~ have become the principal focus of

attention for mine managers, rather

~. than the production of ore and the

“large or adequate reserves” that can
be assessed at competitive cost.
But gold exploration at present 18

being carried out at great depth and
will require “massive capital expen-
diture” to bring such mines mto pro- g

duction

“Can this ef

ort really be justified

1n economic terms? Judging from the
growth 1n exploration expenditure .
the six large mining houses are sug-
gesting that ndeed 1t can”
Exploration expenditure has

IR
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grown from R254m 1n 1987 to R400m
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control of grade and working costs,
as it used to be 1n years past

SA has moved from being the West-
ern hemisphere’s lowest-cost gold
producer to the highest

Roughly half of the 36 SA gold
mines are marginal, with {hese ac-
countmng for almost a third of gold
production As they are labour inten-
sive, they account for an even higher
level of total employment

Turning to coal, he says the imme-
diate outlook mm the domestic market
1s better than for other mumng sec-
tors However, one cannot 1gnore fac-
tors such as the possibility of a fur-

&

ther decline 1n Eskom requirements,
a dechne 1n spot prices and compet:-
tion between SA suppliers,

The price of platinum group met-
als appears likely to remain under
pressure and the short-term outiook
does not look too promusing In the
longer term, the outlook 15 more fa-
vourable, with strong growth expect-
ed from the catalytic apphcations for
the motor-vehicle mdustry.

“I hbeheve the SA mining industry 18
a good business and should remain so
for many years to come. SA has
greater reserves of metals and min-
erals than any other country”

Mining 15 of major importance to
the development of SA.

It contributes about 11% to GDP,
provides employment to more than
750 000 men, and accounts for 55% of
foreign exchange earnings
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Lydex chief backs |
mine 'development

‘ &wp‘:{}l\' peter gaLul{ 10

AS THE SA economy was heavily depen-
dent on the mnmg mdustry, it would be i,
ihe nterests of the state and all citizens to |
ensure the expansion of existing minmng
- ventures' and the creatmn%uf new Imines

.» were encouraged

This view was expressed by mineral ex-
ploration group Lydenburg Exploration
(Lydex) chairman Peter Bieber in the com-
pany’s annual report : |

The alleviation of regulations and re-.
strictions creating hindrances for Ives-
tors 1n high-risk mining ventures was one

_option, he said t |
The lives of mines everywhere were
 shortemng and costs were escalating, with
> the inevitable,effect over time of a reduc-
t1on: 1n new, gold volume, he sad |
'« ' “he supply and demand sitnation will,
therefore, 1n, the medium term determine
the price of the’precious metal and I con-
sider this to bé a favourable feature for the
future of.gold: exploration,’ Bieber said

_ Lower: rﬁew:aepue,*hlgher exploration €x-

the beginning of the year, carried forward

IR &

= pend1t11}e 4and a large accumulated loss at |

' to thiS year, resulted in an accumulated

loss for Lydex in the year fo end Septem-

-R719 000' last year

‘ber 264% higher, at R2,6m compared with

|

————|



Chamber of Mines retains t5p&g48

WASHINGTON — The
Chamber of Mines retains
the SA embassy’s top Wash-
ington consultants to moni-
tor pohtical. and business
developments 1n the US, re-
cords on file with the Jus-
tice Department show

Stephen Riley and Albert
Fox have been registered
with the department as the
Chamber’s ‘paid represen-
tatives since 1989 In a let-
ter dated January 1 19890,
Chamber chief executive
Tom»Main agreed to pay
the’ partnership a fee of
$3 GDD a munth.

Their activities mn the

[ simon BARBER |

ng the Chamber with
copies of public reports on
SA sanctions prepared by
the General Accounting
Office, a congressional re-
search arm, and distribut-
mg Chamber materials to
congressional and admini-
stration officials

They also prepared a re-
port on ANC deputy presi-
dent Nelson Mandela’s US
tour, and set up meetings
for Main with State Depart-
ment officials

Riley and Fox Inc cur-
rently reports receiving
3439200 a year plus ex-

ment of Foreign Affairs tﬂg

assist the embassy

The Chamber 18 also re-
presented in Washington by
the law firm Freedman,
Levy, Kroll and Simonds,
which represents SA’s Uni-
versal Frutrading Co-oper-
ative Lid as well

Foreign governments,
businesses and trade asso-
ciations routinely hire
Washington consultanis
and lobbyists.

TIM COHEN reports the
Chamber of Mines yester-
day confirmed 1t retained
the services of Riley and
Fox Inc, principally to pro-

onsultan

{3413 lset up meetings
A Chamber of
spokesman said the firm
had been retained for about
a decade, but dechned to
comment on the amolnt
the Chamber paid the com-

pany

The firm, just oneuof
many retained by fhe
Chamber worldwide, was
not employed to lobby,on
behalf of the Chamber %gut
du:l keep a check on SA min-

Ing nterests, he sazd

The Chamber was satis-
fied that it was wnrthwmle
retaimng the company 8
Services. o

210

past year mcluded provid- penses from the Depart- vide a media watch service ® Seco Page 6
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Eskom plan ma

ISI1191

B{pay
ESKOM’s export meentive packages
are set to benefit marginal mines and
commodity producers, many of
which are recewving lower interna-
tional prices for thetr products
Eskom pricing policy manager
Dave Krumm says a scheme, being
Investigated, links electricity prices
to commodity prices set on interna-
tional markets This mncentive could
benefit industries such as the hard-hit
gold and base meta) producers
Another scheme, which links the
electriety price to the rand doliar
exchange rate, will assist commodity
cxporters Chents will pay Eskom
less when the rand strengthens and
more when 1t weakens
Krumm says the costs of this 1n-

ZILLA EFRAT

.

sponding mverse risk of Eskom’s
foreign exchange borrowings

Eskom will also offer tailor-made
packages n cases where the discount
mmakes a project viable or enables
Operations, such as marginal munes,
to continue production,

In addition, discounts are offered
to organisations groups which switeh
to Eskom power

Krumm says Eskom has been app-
roached by about 20 companies since
1t announced mn October iast year that
it would broaden 1ts export mcentive
packages and that the electricity
price mcrease for 1991 would be 8%

These were part of Administration

nelit mines,

Im de Villers’ plan

Eskom’s 1nquirtes have largely
been from mmng, chemical, stepl
vehicle component and paper pro-
ducers, most of which are in the p}.
mary and secondary manufacturrﬁqg
sectors of the economy o s

No new discount schemes have yet
been finalised as Eskom 1s being cau-
Lious not to distort the market, But
Eskom has been able 10 assist sone
of the smaller appheants more
efficient plant scheduling and cost:
effective energy usage o

Krumm says electricity consump-
tion s hghest 1n the.primary manu-
facturing sector and that the prodyg-,
tion of hugh value added goods yses y

less electricity as a proportion of DLOr
centive will be offset by the corre-  ang Economic Co-ordination Mmis- duction’costs B



UAL%, unit trusts pay

out: record

UAL Merchant Bank’s three equity-linked
amit trusts and its gilt trust all posted
record annual mncome distributions for the
year ended;December 1390

The general equity fund DAL Unxt

amounts

as uncertamnties in the mnerals market
were more severe than before, portfolio
managers’ stance would be to continue to

Trust’s mmcome distribution totalled maimntam a hgher hqudity level

104,15¢, yieldmng 7,05% (73,69¢ or 4,61% 1n

1989) B0 \g\\\c\\

Forecast (\©

The Mining & Resources Umt Trust dis-
tributed 18,87c, yielding 6,34% (17,33c or
5,08%), Selected Opportunities distributed
67,02¢, yielding 5,82% (53,56¢ or 4,78%), and
the Calt Umit Trust distributed 176,25¢,
yielding 15,85% (165,20C Or 14,8%}.

UAL Management Company MD Chve
Turner fofecast continued earmngs and
dividend growth for UAL Umt Trust.

The fund established a new holding 1n SA
Breweries and substantially consohdated
its position in Richemont.

UAL Unit Trust went agamst the gener-
al trend by decreasing liquidity during the
December quarter

Its hquidity level was down shghtly to
96,44% from 29,8% at the end of the Sep-
tember quarter due to the investments 1n
SA Breweries and Richemont

Turner said continued threats of a Mid-
dle East war, recessionary fears in major

western economies, and the spectre of 50%

of SA’s gold producers producing gold at a
loss, affected the entire mumng board on
the JSE, with gold shares being the most
affected. +:. ;

_ Tius remforced portfolio managers’ ear-
lier view of keeping a low exposure to gold
shares 1n the Mining & Resources fund and,

w

Mming & Resources’ hqudity level at
the end‘of December amounted to 24,8% of
total assets, a portion of which was invest-
ed at good rates until mid-1992,

The fund sold 1ts entire holdings 1 Har-
tebeestfontemn and remtroduced Lebowa
Platinum shares in a portfolio which con-
tinued to be dominated by mining houses
(28,5%), metals (18,4%) and diamonds
(16,2%)

The UAL Selected Opportunities Ut
Trust 1s concentrated on quahty and
second-line industrial opportunities, which
include CNA Gallo (6,8%), Edgars (6%) and
Mobile Industries {5,5%)

UAL Gilt Umt Trust ended the guarter
with a high hqudity of 40,08%

Turner said improvements of the local
underlying fundamentals meant that pros-
pects for the capital market remaned
positive with the present mverse yneld
curve expected to flatten as short-term
interest rates decreased m 1991

Switch

In hne with the outlook for interest
rates, the fund adjusted its maturity pro-
file and mereased 1ts flexibility by switch-
ing RSA 12% 2005 stock into Post Office
10% 2008 and Landbank 15% 1993 stock

Further switch facilities and conversion
options were acquired, which enabled the
fund to remain aggressively positive yet
prudently invested, said Turner

mo N
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MINE LAND @ @

Pt 31 9).

GOLDEN OPPORTUNITIES?

Calls are being made for Johannesburg min-
ing houses to give up thousands of hectares of
land they are sitting on so it can be used for
black housing

The mining houses are having none of 1it.
They say there 1s plenty of land available in
the PWYV for black housing and are certainly
not going to allow themselves inadvertently
to become victims of wealth redistribution
over the issue

The problem 1s that calls for mining land
to be expropriated are bemng given added
credence because they are not coming only
from banner-waving sociahists They are also
coming from people perceved to be on the
same side of the fence as the mines — people
like Ampros director and former Sandton
mayor Peter Gardiner.

Gardiner recently told a Five Freedoms
Forum conference mn Johannesburg that he
believed the proclamation of land now for
black housing by mining groups could pre-
vent a iater indiscriminate nationahisation of
property

He added 1t was necessary that they
should give this their urgent attention be-
cause thousands of homeless were squatting
on river banks, golf courses, parkland and
even 1n graveyards “In fact, they are resort-
ing to therr own housing solution ™

Gardmner said that according to Urban
Foundation researcher Ann Bernstein, met-
ropolitan areas in 1985 had a total black
population of 9,3m. The same areas in 2010
could have a black population of 26,8m

He specifically identifies a 70 km, pre-
viously mined, strip of land along an east-
west axis from to Springs to Randfontein,
just south of gold-bearing reefs, for black
housing. Respected engineers, he says, have
pronounced 1t perfectly safe for housing de-
veiopment.

*“The problem 1s the land 1s largely owned
by the miming groups which are reluctant to
part with 1t But they must realise that to
own vast areas of vacant land close to a
major centre 1s an anomaly. While there 15
stiil a small window of opportumty to allo-
cate 1t for the national priority of affordable
kousing, 1t must be taken”

But strong opposition to his proposals
comes, predictably, from the mmming groups
— particularly Rand Mines, which owns
large tracts of land close to Johannesburg,
Germiston and Roodepoort

Rand Mines Properties GM Gert Strydom
says it 1s a msnomer 10 suggest that it is
holding on to land 1n the hope of benefiting
through speculation “We have a concept
plan, which 1s a public document,” he says.
“It clearly shows how our land 1s to be
utilised.”

In any event, Strydom argues the rehabili-

tation of mming land 1s too expensive to
make 1t viable for affordable housing. “Only
government can afford to foot the bill on the
basis of 1ts social responsibility As a public
company, one of our objectives is to make a
return on investment. There is no way that
we can put this sort of land on the market at
a price conductve to affordable homes
Bes:des, he says, it should not be forgotten
that the Reef still contains the largest known
gold reserves 1 the world. “The 1ssue 1s
when, rather than if, 1t 1s mined. However,

once development takes place, mining oppor-

tunities are closed ™

Strydom gets unexpected support from
National Association of Home Builders
president Llewellyn Lewis. He says research
carried out by BMI market research, in
conjunction with the University of Potchef-
stroom, the CSIR and Medium Term Fore-
casting Assoctates, shows that “75 121 ha
have been set aside by the Department of
Planning for housing development 1n the
PWYV and a further 34 267 ha are under
consideration

“So the problem 1s not the availability of
land but rather the actual dynamics of pay-
ing for and building homes.”

Part of that are the 13000 ha west of
Soweto earmarked for black housing devel-

opment by the department two years ago.

The Urban Foundation says that while
some mine land could be used for housing, 1t
feels the mputs required, along with the high
cost of the land, make 1t inappropriate for
low-cost housing. That 1s unless mining
houses reduce their asking price to counter
the threat of land invasion. Alternatively,
various methods of cross subsidisation could
be offered by the State to make the land
more affordable to low-income familes

In principle, Lewis believes 1t’s incorrect
to use land close to the CBD for housing. He
says, worldwide, such realestate 15 expensive
and low-cost housing thereforc tends to be
confined to the urban periphery “In addi-
tion, employment opportunities are 11 outly-
ing ndustrial areas rather than m CBD
service industries

However, urban planning consultant Ni-
gel Mandy notes 1t could be false economy t0
develop low-cost housing on cheaper land
away from the CBDs.

While land close to cities is certainly more
expensive, he argues development costs are
often balanced by the existing infrastructure
which generally means lower
costs.

Mandy has come up with his own counter
proposal to make more land available for
black housing Worth considering, he says, 15
the “industrial land on Johannesburg’s east-
west axis which has long been frozen, but 1s

capital

well served by road and rail. Mixed industri-
al and restdential development could provide
both housing and jobs,” he says u

DURBAN RETAIL
SHERWOOD D-DAY?

Whaiever the outcome in the saga of West-
ville and Durban’s rival shopping centres, the
Westville project has at least got a head start
over the Durban scheme.

Construction should begin next month on
the Westville centre, known as the Pavilion
In November, the province gave 1ts approval
for the developers to mcrease the size of the
centre by 30 000 m? to 75 000 m®,

Developers M & R Properties and Retail
International have been on site since Decem-
ber, but revised building plans must be sub-
mitted to the Westville council now that the
centre 1s to be enlarged.

Meanwhile, the upgrading of the West-
ville interchange on the N3 to cater for the
anticipated increased traffic flow has begun
Engineers have also begun channelling a
stream, which runs through the site, into a
large tunnel at a cost of R2,5m.

Iromically, the fate of Durban’s competing
shopping centre 1n Sherwood should be final-
ly decided when some 400 objections are
heard by the city’s town planning appeals
committee at the end of this month.

However, the committee’s decision, due
directly after the public meeting on January
30, can be overruled by Durban’s manage-
ment commuttee And, the management
committee decision, 1n turn, s subject to
ratification by Natal’s Town and Regional
Planning Commission.

Management commuttee chairman Der-
rick Watterson, who personally opposes the
development because of the *‘substantial”
objections from Sherwood residents and the
advanced stage that the nearby Westville
centre has reached, concedes that most of his
colleagues disagree with him

Should the planning appeals committee
disapprove of the centre, the matter will have
to go before a full council meeting H

REDEVELOPMENT
MONUMENTAL MIX-UP

Whatever huppened to Johannesburg’s Kim-
berley Building erected mn 1892 and said to
be the city’s first masonry structure? It ap-
pears to have made way for a skyscraper

built by Old Mutual Properties (OMP).
However, as a concession to the preserva-

M
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INVESTORS can expect the mining and
resource umt trusts to offer great capital
gamn potential i the short term given the
the Middle East crisis

However, Davis Borkum Hare analyst
Roger Lewis reported in the Unit Trust
Review for the quarter ended December 31
1990 thatilong term mvestors should con-
tinue 1icreasing their eXposure to general
equity and:industrial based unt trusts

i"‘
«However, for risk adverse mvestors,

.the mcortie funds should form the core of

their portfolios,” he suggested

He said‘the Middle East crisis together
with unstable gold and oil prices and vola-
tle stock markets would keep Liquidity
levels igh For the quarter, general equity
funds mamtamed high haqudity levels of
24% (23%) while speciahist equity funds
were 25% (24%) hquid

Qaplam Industrial Fund outperformed
ihe other speciahist equity funds with
13,7% growth for the quarter ended De-
cember 31, 1990, despite no noticeable
share movements, but Lewis warns that
the mdustrial funds are, not expected to
repeat last quarter’s,strong performance.

Among the general equity funds under
review, Syfrets Growth Fund rose 11,1% to

L)

.~ However, Lewis cautio

GILLIAN HAYNE |

R261m 1n the guarter with Sanlam Index
Trust up 10% to R573m and Standard Bank
Alutual Fund up 9,2% to R355m
In total, general equity fund purchases
and sales totalled an estimated R98m and
R60m respectively, while mvestors mvest-
ed R60m during the quarter This comn-
pares with the speciahist equity funds
which achieved purchases and sales of
R17m each with mvestors inyesting ‘R3m
during the quarter (R0 )
at any 1nves-

tor who is invested or considering nvest-
ng in unit trusts must realise that unit
trusts are not shori-term mmvestments A
ymimmum pertod of investment should be
at least three years

The top performers In the umt trusts
under review, over the last three years
showed Syfrets Growth Fund with a
growth of 96.26%, Guardbank Growth
Fund on 2540% and UAL Unit Trust on
2525% However Over five years the tables
turned puttmgiOquMutuafl‘:Irgresturs on top
with a 24.64% growth, Gudrdbank Growth
Fund on 22,95% and Sanlam Index Trust on
21,73%




Old Mutual trusts asset

TOTAL assets of Old Mutual’s
unit {rusts declined in the last
quarter of 1990, reflecting the
decline 1 equity markets

Assets at end-December to-
talled R2,44bn, down from the
R2,52bn at end-June

The hqudity levels of the unit
trusts were lower than other funds,
apart from that of the Old Mutual
Income Fund which invests 1 the
money market Its hqud assets
represented 80,31% of its portfolo
at the end of the quarter

Liquidity of the Investors Fund
was 17,59% (17,4% at the end of the
June quarter) and for the Mmning
Fund 21,98% {15,63%), while liquid-
ity of the Industrial Fund —
Jaunched 1n May last year — stood
at 9,97% (14,9%)

The Gold Fund, which 1 the
first half of 1990 adopted a policy

of being almost fully invested, had
a liquidity of 15,37% at the end of
December

I Busmass Day Hapurtar \

Assistant GM, investments,
Rowland Chute said the reason for
the low Lhiqudity was that the funds
opted to select quality shares to
sustain long-term performance
rather than attempt to outguess
short-term market-trend rever-
sals

I
More than 7 600 new accounts 1n
the Investors Fund were opened
during the quarter, and the fund
grew by R91m

With greater returns available
for cash investments, the Old Mu-
tnal Income Fund was the best
performer in the stable, ending the
year to end-December with a re-
turn of 17,9% on 1ts repurchase to

repurchase price.

The quarterly distribution for
the Income Fund was 5,57¢ a unit,

!"'H :

brmgmg the t tal for the year to
end-December to 16,79c

The Miming Fund declared a
quarterly distribution of 7,80c a
unt, giving a total of 15,94c, while
the Gold Fund declared a distribu-
tion of 3,70c, bringing 1ts total for
the year to 8,18c

The Investors Fund declares
distributions only at the end of the
March and September quariers
The yield of the fund over the year
to end-December was about 5,5%

Chute said the Income Fund had
not played the interest rate cycle
“Although the returns could be
hgher in the shurter term, the risk

also mncreases”

A common favourite for all
funds was Iscor, in which the In-
vestors’s Fund, Industrial Fund

and Mining Fund held a combined

R7im at quarter-end
Chute sald Oid Mutual expected

COMP

di

buy at current levels 1n spite of
sceptlclsm In the market

The 10 largest holdings mn the
Investors Fund were Apamnt/De
Beers, Richemont, Rembrandt, Sa-
fren, Barlows, Sasol, Anglo Ameri-
can, Iscor, Johannesburg Consoli-
dated Investments (JCI) and
Gencor

The Mimng Fund's top 10 hold-
mgs were Anamnt/De Beers,
Anglo American, Associated Ore
and Metal Corporation (Assore),
Sasol, JCI, Gencor, Samancor,
Lonrho Ple, Anglo American Gold
(Amgold) and Eastern Transvaal
Consclhidated (E T Cons)

The top 10 holdings of the Gold"

Fund were Anglo American, Win-
kelhaak, Zandpan, Gold Fields of

SA, E T Cons, Driefonteinn Consoli-.

dated, Kloof, Southvaal, Kinross
and Western Deep

medium-term per;%nrmance

frnm Iscor and had continued to
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A SOUTH AFRICAN
company 1s first 1n the field
q mumng exploration In
yuneral-rich Mozambique.

Alberton-based RUC
Mining Contractng Co has
formed a jomnt venture com-
pany with the Mozambique
Covernment to carry out mim-
eral exploraiion operations

The company, Modrill, has
59 drling rigs in Mozam-
bique and offices and stores
have been estabhished at four

bases ;

The:first phase of a drilling
programme on a coal deposit
in Teté province m the north
has been completed and the
results: are bemng evqluated,"
says RUC company secretary
Pat. Morrison T

et »f

a a“If"gthe’rwésults aré’-ﬁ?mtwm
the second phase will begin 1

June "3 - a0

Neg‘gnatmns@%;th the
Mozambican Goyernment
started last May RUC, execu-
lives sa &they wengg:,thruugh
smoothlysand comip ‘atively

| quckly , They arg o fident
that mineral exploration 1S
abont 6 enter a néw growth
phaSE‘fﬁ'* IR G

: )

A it

r H
B i

Specialist
L= .
Modril 1s . managed l:q,r]E
Umdniling —RUC’S special-’
st drilling company* RUC, |
controlléd by Murray & Rob-
erts andGeneor, each with a
50% stake, has been a leading
player’in, mineral explora-
tion mSA for 21 years
Druljing for other minerals
is undgfjnegotiation If profit-
able déposits'are confirmed, it

AL

s mtended:1o sell them to pri-
yate operators for- exploa-
tion, says Mr Morrison by
- Othcr, “compames in the
RUC§table could carry out
shafttsinking andsunder-
ground; construction “We'

j

could;give the puyeria work-

' 1ng mine,” say: Mr Morrison

|

_ Unudriling will give prior-
ityitortraming v re-irauming
Mozambican staff in drijling
techniques, -plant maintain- ,
enance and operational man-
agement Some trainmg' will |
be#carried “at the Alberton
7héadquarters, ‘but® wherever .
pssible courses will be held
.1 Mozambique
+. The MIning Journal re-,
tcently listed, eight, punerals, |
g ﬂq;gdlng#baumte{icnal,a cop-
Fper-and tarptéﬂlte, which'have .
L:Eq’enfrpme"d i Mozambique °
, ut. it said:the fall mn output

L]

& rﬁmﬁ "-” r

year colliery at Moatize.
The Mimng Journal says
gA 1s the “natural qwestﬂr”

in Mozambique Mimng But
;m recent years had been the new SA may want much

catastrophic of the couniry's wealth
Some gold 1s mined near invested at home
gA’s border with Mozam- «“The rineral potential of

bique and Lonrho has com- Mozambique that was so 1l
rmssioned a dredger for allu- teresting to g’ com-
vial gold and 1S exploring  panies.ii 1969 1s-still there,
about 18 old mnes and at some stage .n the

Trans-Natal Coal 18 a future-—-perhapssnun’erthan
member of the mulhnatmnaﬁwthe present gloomy scene
consortum  mvestigating /4 suggests — 1fs development
potential 10-m1llion-tonfat> Twill occur ™
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" LIZ ROUSE _ . _

INVESTORS in'mimng shares face lean
times this year with little prospect of divi-
dend improvements mn 1992, according {0
Dav:s Borkum-Hare’s quarterly forecast of
earmngs and- dividend yelds of major
shares 1n all JSE sectors for 1991 and 1992
Among mning shares, except for lead-
ing coals Amcoal and Trans-Natal, the out-
look for earmmngs and ‘dividend growth 1s
poor for diamonds, golds, platinums and
other metals this year. © ' ,
Mining houses and holdings are projec-
ted to show negative earmngs and dividend
growth this year:and only.a marginal 1m-
provement 1n 1992 RN S
Insurance (Fedsure,
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well above the in-- .marked mm_.uﬁwmﬁmp%n.ﬁwmun mmnﬁw in
_ X 1992.fo a rather flat 1991 Leading
followed by banks and financial services - ‘chernicals ‘and -oils '(AEC],’ Engen," Sasol

The Davis -Borkum Hare Teport "says’ and Sentrachem) will aclieve good earn--
leading property’ shares ‘(Amaprop. and 1085 8F owth this year but will slow down to
Panprop) should also’ show good growth - amarginal ‘growth rate in-1992 » @ - .
over two years * N P wnsmu.ﬁﬁﬁn.ﬂﬁ_.ﬁm H@ﬂﬂﬂﬂﬁﬁb&.ﬂmo#!ﬂﬂaﬂ .H.m.b will

Leading industrial holding shares’ ,mmﬁ,ﬁ%mﬂ%% be able to unprove dividend payments
mgs and dividends should: spurt-in' 1992-a8 77 Hir

wﬂmn but should show §trong dividend
an Sty e oestr 'growth,in® 1992; Davis Borkum Hare:says.
Wa%ww”wwmwﬁ%mwwmﬂmﬂww”mﬁﬂmﬁ mwn_m‘.wmmm_“_q > Major:+food shiares-(I'& J, Premter and
L h mbep) <, - -« » 4 iTager) areprojected to'achieve a growth
,,.fwmﬁmﬂmﬁrmumgnﬁﬁﬂwm,wE_nEmmmnﬁcﬁ }mvmnmnﬂmﬁ,, %mfn:—.amnnﬂammﬁnn.,uﬂm#Em
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,sector, showing grow

flation .rate both this year-and in 1992, ©1992.following

i

i at a slow rate m 1992.

AN

. =
-

the stars among industrial shares,

- Steel and allied shares (Consohdated
Metallurgical Industries, Highveld Steel
and Iscor) are projected to show a margn-
al decline in earmings and dividend growth
this year, turming around positively 1n 1992,

**Retailers and wholesalers (fdgars, m.rmw
chani, Metro, Pick ‘'n Pay and Weoltru) are
possibly

,ana, SOuLh- - o _and:siyear; showing-a slight decrease in'growth “‘achieving earnings growth of 24% and div1-
ern) should be the stars in the!financial Pretoria Portland Cement) shiould show a-rate-in 1992: - - . "4t Jodor' ..o dend growth of 26% this year and next
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_Paper and packaging feaders (Nampak
and Sappi) will suffer negative earmngs
and dividend growth this year, recovering
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Job cuts at Anglo head office

AN undisclosed number of Anglo Amer-
can head office employees received notice
of retrenchment _or_ forced retiremen
Friday ( 21 0) K

Anglo American staff say 300 head office
employees, some fairly semor, lost their
jobs last week, btit management maintains
the figure 1s “not half that amount™.

The corporation would not disclose the
exact number of people affected and re-
sponded to questions about its rationai-
1isation with the following statement.

“Anglo’s head office has been conducting
its annual budget review. The profits have
reflected the overall state of the economie
climate and in particular the very difficult
position of gold mines to which Anglo’s
head office provides services.

ROBERT LAING

“Consequently, the gmdelines set for the
budget this year were a zero mcrease in
real terms, even after provision had been
made for salary and wage increases. A
number of steps have been taken to meet
this target, the last of which are retrench-
ments.” glpa~  12) L)

Management said the rumoured, figure
of 300 was lghly inflated and less than half
this number of employees would be affect-
ed. Of these, most were early retirements.

A company spokesman said the rational-
isation was not being done mn one fell
swoop, and that more notices might follow
However, the total figure was unlikely to
be more than 150.
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CONTROVERSY surrounding govern-
ment attempts to consohidate and
rationalise the nine different mineral
laws and restore certain commeon 1aw
rights to surface owners re-emerged
in Parllament yesterday

Major dufferences over the Minerals Bill
were expressed yesterday in a sequel fo a
meeting between the Chamber of Mines
and Mineral and Energy Affairs Depart-
ment officials on Monday night

The parties agreed to disagree over the
controversial clause 43 of the new Bill —
the alienation of state munerals

The clause attempts to ensure govern-
ment policy tn respect of privatisation and
deregulation 1s applied and entails
r1The removal of regulating measures
which mean the holder of mineral rights
cannot dispose of his right but that the
right 1s put out o lease by the state, as with
precicus stones on proclaimed land,
[ The prospect of gradual privatisation of
mmeral rights which are registered m the
name of the state, and
[0 The recogmtion of the free enterprise
system

Mmeral and Energy Affairs Mimster
Piet Welgemoed said the chamber pre-
ferred to see a fixed formula m accordance
with which state minerals were alienated
while government feit market forces
should be the deciding factor

The chamber 1s concerned about a five-
year grace period for this clause to be
made effective

The chamber claims compensation 18
required 1 respect of alienated land,
where someone owns the land but the state
holds mineral rights and the owner may

POLITICS

Difference
Minera

$ Bill

| BILLY PADDOCK i

get prospecting and minng rights for a fee
or may nominate a third party

The chamber position 1s that while the
state owns the mineral rights, 1t has spent
huge amounts of money on prospecting and
putting in infrastructure, which needs to be
taken into account when the sale of these
rights 1s negotiated

DP Mineral and Energy Affairs spokes-
man Roger Hulley said government should
allay the fears of the mimng houses which
held nomination rights on alienated state
land, by clearly stating 1n the Bill they
would not be worse off than before the
legislation was 1mplemented

Disaster

MATTHEW CURTIN reports that
National Union of Mimeworkers general
secretary Cyril Ramaphosa said the future
of SA’s mineral rights should be negotiated
1n a tripartite forum similar to that of the
Labour Relations Act accord

He said the Bill would be a disaster for
the mining industry 1f passed in its present
form

The NUM and the Chamber of Mines had
agreed m prmciple to approach govern-
ment on reservations they had about the
proposed legislation, but government had
rejected jomt discussions

Geologists said the Bill failed to address
three crucial areas including ofishore
rights, game parks and communally held
land and the rights to gold, silver and
precious stones in the Cape, ceded to the
state in a 19th-Century proclamation

——p———
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obtained
With ‘the' mtrodye

the Mipera]s Bill,

emption awarde
Section 26 (8) of the

Rights Act
allowed of 197,
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BLOOD LETTING a
Anglo American’s l;,ead

office is not over
Anglo says fewer thanhlﬁu

-ﬂ'*t:, S

;- -l-----lI

| ®
I‘l\ "

*Eﬁ iafi'i‘ffrf; padk g op s

"‘ﬂ"—‘" '‘By DIRK TIEMANN

“irenchment” —" at Anglo’s

staff members will be re- head office 1s thus not com-

trenched, but some head-
office sources say the mumber
may be nearly 300 -

A bnefing given to one em-
{:lu yee was that 240 would be
aid off, but she beheves man-
agement 1s not giving the true

numbers ¢ 53
Anglo says that its annual

plete. Exercises are still in
progress 1n a number of de-

i.Ej‘ pmm&nts ” 1

s +0One 1s the aréhlteetural

dmsmn which was shimmed

r‘{lﬂWﬂ last October Four ar-

~.chitecis were put on early

aﬂretlrement, as were many

admmstrative staff

utting
2\0 )

ers

most sensible pustness judg-

ment at the time” 4
Pressure for cost reduction

and enhanced efficiency 18

greater now thanm 1989 -

“The project is on schedule
and within budget ”

The cost of the butiding 1n
1989 prices was R180-mullion.
1t has risen to R200-mihon
Talk 18 that 900 people were
to be housed mn the building,
but only 700 will move in

An Anglo spokesman says

budget review “has reflected . .A 58-year-old architect the plan i1s to accommodate
the overall state of the eco- .. says the package he received 900, but the project has a

T LT TR SRR LR TR

nomic chmate and in particu-
lar the very difficult condr-
tions of the gold mitnes, to
which Anglo’s head uifice

provides services” o
- k

Resort

If the gold price continues
to fall and Middle East peace
prospects 1mprove, more
retrenchments at Anglo and
other rmning houses cnuld
follow

Anglo has taken séveral
steps to cut costs, including a

salary and wage rises Re- |
trenchment 1s the last resort, |
says Anglo

It has also taken emplny—
ees seconded to subsidiaries
outside Johannesburg off 1ts ~

books Their pay has been ;
debited to the subsidiaries ‘:ﬂ

An Anglo spokesman says
cost confainment 1S a con-
finuous exercise

“The reduction m staff
numbers - whether through ¥
attnition, early retwrement
or, most regrettably 1e-

o

~was good. He now repamrs

pand cleans swunming pools
W% “The mines were gomng to

do more townsinp develop-

. ment, but this did not mater:-

alise We had just completed
Western Deep. The architec-
tural department which
numbered about 110 in Qcto-
ber 1990 now employs about
9. w133 v o

« Disaffected employees say
the lay-offs come at a time
3 when construction of a head-
office bulding at 55 Marshail

zere nomunal mcrease m the " SEFECt 1S going ahead

 budget after provision for

# Afiglo says greater man-
! agerial efficiency, producti-

'* yity and cost reduction are

- the reasons for going ahead

~ with construction v
“The buiiding will accom-
* modate the major operating
divisions under one roof At
present they are in different
buildings.”
.Apparently two head-
u}‘ﬁc%phulldmgs will become

L vacant as soon as the new one

is ompleted 1
. 3* Auglo says. tney will e
sold or et “dependmg on the

three-year lead time and pro-
Jectmns are difficult

Cars

. Cost-cutting measures al-

. ready announced by Anglo In-

clude the change of 1is com-
pany car scheme to an
allowance, which means em-
ployees must buy their own
velicles The 1dea 15 to
achieve a cash-based remu-
neration package Tihus will
be implemented on March 1.

Flagship ecars are being
downgraded and only top
executives will drive a
Mercedes-Benz

Anglo says the advantages

‘of ear alluw.mces are that

individuals will be given
greater flexibihity and re-
sponsibithty for organising
their own affairs.

» An attractive part of the
Angle employment package
is a 7% housing bond Re-
trenched staff are given six
months to transfer their
bond, during which Anglo’s
7% 15 charged
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Forelgn stake 1n
‘dwindless

o |o°°"‘

mining’

TOTAL foreign imterest n SA mining
shares has been declining since 1982
and this disinvestment trend acceler-
ated 1n 1990, particularly in diamond
and platinum shares, a survey by
stockbrokers Davis Borkum Hare on
the foreign holdings in SA mumng
shares has found.

It also found that more recently, the
American Depository Receipts (ADRs)
holdings (mainly US mvestors) have shown
a substantial decline.

Total foreign ownership of gold, plati-
num, De Beers and mining houses mncluded
in the study declined to 622,2-million
shares or 14,1% of the total number of
shares 1n 1ssue at the end of December 1990
from nearly 631-million shares or 14,5% at
the end of June 1990

This d