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By CHARLOTTE MATHEWS

Johannesburg — Improved produc-
tivaty and cost controls are likely to
lift the gold mnes’ December quar-
terly figures, which wall start to
appear this week.

But the next two quarters will be
tougher, analysts said yesterday.

The loss of productifity over the
Christmas holiday season will not
be reflected in the figures for
December but mn the quarter ending
in March.

“The mumng groups have been
eetting their houses tn order after
the collapse in the early part of the
year when produchvity took a nose-
dive,” said Trevor Pearton, a nurung
analyst at Frankel Pollak.

“Improved communication and
working relations are getting pro-
duchion back together again.”

Much of that recovery would be
consumed n capital expenditure by

il

those rmning houses whose finan-
cial years ended m June and
December, he said

Simon Village, a mirung analyst
at Sumpson McKie James Capel,
said gold production was unlikely
to be higher this quarter for the
whole industry

He blamed rationalisation,
whuch has resulted in the closure of
some shafts

Profitability should 1mprove
because costs had been contamed,
he sad.

Full calendar operations would
have no effect on the December
quarter because legislative changes
still had to be made and were
unlikely to be achieved before the
middle of ths year

Village said full calendar opera-
hons would not solve productwvity
problems -They would enable some
rmines to improve plannung of pro-
duction and mamntenance Thus

et €96 [ pR

COMPANIES

should s roduction profiles
and help to reduce costs.

Mature South African mines
should control costs more vigilantly
and improve efficency, he said In
addition, the labour force needed
more wncentives, but this had to be
linked to increased accountability

The effect of more holdays in
December and early this year
would be accounted for in the
March quarter.

An analyst, who asked not to be
named, sard the gold mnes would
have recetved little support from a
near-staic gold price m the
December quarter At present gold
shares were following the buoyant
gold price, but the market believed
local gold mines had hittle scope for
improvement.

He doubted that the present
gold-price nse was sustamnable
because central banks had extensive
gold holdings, which would feed

CAPE

Ines

into the market and cap the price.
Gold would only achieve a high-

er base when perceptions started to

gather momentum that inflation |

rates i the leading economies had
bottomed out, he sard

Among the mines mentioned by
the three analysts, improvements
were expected from Elandsrand,
Western Deep Levels, South Vaal
and Vaal Reefs and as well as a
small improvement at Dnefontein,
which could benefit from a grade
TeCOVery.

Pearton said he was concerned
about the Gengold munes, which
could have been disturbed by the
change of management.

Buffelsfontemn has scaled down
its underground operations and
will probably show little mmprove-

ment in the December quarter.

Kloof, which has endured al

major strike, was likely to struggle
in the March quarter
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ber quarter reporting season on a flat
note, with static after-tax profit as itg
mines chased higher grades,

The group —— which counts Kloof,
Driefontein and Deelkraal among itg
mines - lifted gold production to

24 524kg (24 297kg), despite a fall in .

téﬂnaga to 2,8-million tons (2,9-mil-
lion) as grade feapt to 8,7/t (8,3g/t).
Average prices remained effectively

mines lift production

static but tight cost control helped lift
pre-tax profit to R304,4m (R299m).
Gold operations GM Alan Munro
said Kloof and East Driefontem im.-
grnved performance. Leeudoorn’s was
isappointing. Foundations for ‘im.
pruvmg prnﬁtabiliti; had been laid and
would be bolstered by steps to Improve
productivity, including a full ealendar
week and incentives, Deelliraal started

a bonus scheme for sioping workers.

See Page 5
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-|GOLD FIELDS OF SA Tons
December Quarter milled
000s

EAST DRIEFONTEIN 645

. September 705
WEST DRIEFONTEIN 640

- September 645
“IKLOOF 485
. September 480
LEEUDOORN 332
September 350

LIBANON 414
September 407
DEELKRAAL 290
September 340

Production increase sees

small gains

Madden Cole

. MARGINAL mcreases 1 gold pro-
duction. and revenue helped Gold
Fields of SA show a modest 1m-
_provement 1n pre-tax profit to
R304 4m 1n the December quarter
compared with R299,4m 1 the
yprevious quarter

Gold division chairman Alan
Munro said yesterday that the re-

_sults represented a consolidation

on whach future recovery would be
based Doornfontemn’s figures

_were not included following the fi-
ynahsation of the scheme of ar-
rangement with Blyvooruitzicht

A shght drop 1n tonnage milled

.to 2,8-million (2,9-milbon) tons

was offset by 2 marginal improve-
ment 1 average grade to 8,7g/t
(8,3g/t) which boosted gold pro-
duction to 24 524kg, a 1% 1increase

- on the previous 24 297kg
_ “However, the reduction 1n

working costs to R34 142/kg from
R34 363/kg and a 4% 1ncrease 1n

!

&0 10/1/7%

working profit to R272,8m has
been an important achievement,”
Munro said

The increase m gold production
was achieved mainly through 1m-
proved grades from Kloof and East
Drefontemn, but with the gold
price virtually flat at R45 202/kg,
gold revenue was little changed at
R1,11bn(R1,09bn)

“We made an 1mprovement and
paid more tax, although we did not
make a major move forward Our
arm 18 120 tons a year which would
require we fill our mills with good
materal to maintain yields ”

Kloof and Deelkraal were ma-

jor contributors to the improved

quarter, with Kloof recording 1m-
provements 1 tonnage muilled,
yield and a drop m umt costs Asa
result, working profit increased
20% to R121,3m. Last month’s
strike cost the mine a week’s pro-
duction, incurring a loss of R25m
Geological problems contimued
to hamper Leeudoorn, which post-

for Gold Fie)lds

(21

ed a sharp mcrease 1 1ts working
loss to R17,6m (R1,2m loss)
Adding to 1ts woes was a Tise m
umt costs after a fall in gold pro-
duction to 1730 kg (2 030,6kg)
Prospects for the current quarter
were not good, Munro said

Libanon showed mmprovement,
reducing its working loss to R8,2m
from a previous R10,7m loss

Deelkraal had a disappointing
quarter, moving firmly mto the
red Munro said the mine looked
for better tonnage and quality, but
managed to improve grade to only
5,8g/t (5,4g/t), with tonnage fall-
g to 290 000 (340 000) tons Thus
depressed production to 1679%g
(128kg) East Driefontemn man-
aged to increase yeld, benefiting
from a rise i gold revenue and a
drop in working costs, which
boosted working profit to R100,7m
(R86,1m)

Gold revenue at West Drie-
fontein was static, with working
profit falling to R83,3m (R86,1m)

Yield Goldj Costs per| Costs per Price| Net profit Profit| EPS after
g/ton| produced|ton miled| kggold} received RO00s after capex
kg R| produced R/kg capex cents

R R000s
9,2 5920 259,4| 28267 45280 — — —
8,1 5 686,7 2275 29994 4b 131 _ — —_
9,6 6123 302, 7| 31565| 45170] 177029 45 22
9,5 6 132,7 295,9 31 134 45 170| 172 208 39,1 18.1
14 67713 382,7| 27414 45326 —_ — —
13,2{ 6 358,5 386,6 29 196 45 157 —_ -— —
B,2 1730 288,61 bb402] 45293 — — —
58] 20305 266 45 830 45 219 — — —
5,6/ 23009 271,5] 48856] 45295 97618 25,1 18,1
5,6/ 226038 277.4 49 862 45 227 95 294 34,8 25,1
5,8 1 679 285 5] 49312 45246| (6552) (19,9) (19,9}
5,4 1828,1 240,61 447291 45234 1034 (14,2) {14,2)
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Freegold mine
will harm
Anglo results.
says Godsell

Ross HERBERT

Johannesburg — Anglo  Amer-
cant’s gold and urartum results for
the December quarter will be
pulled down by bleak results at
the Freegold unit, Bobby Godsell,
the company’s gold and uranium
chief executive, said yesterday

“Some of our comparnies are in
very grave trouble, particularly
Freegold,” he said “The situation
at Freegold 1s very bad It's bad
and 1t’s been for some time ”

Godsell said he couldn’t pro-
vide any speafics in advance of
the public announcement of re-
sults, but one analyst predicted
“the blood 18 not going to stop
flowing at that operation for a
long time”

For the quarter ended in
September, Freegold contributed
43 percent of Anglo’s gold mmne
production but only 10,6 percent
of available profit

- Freegold results will brng mnto
stark relief the need to improve
productivity and the industnal
relations upon which major pro-
ductivity gawns will depend —
issues analysts both here and
abroad agree will be subject to
increasing investor scrutiny Word
of poor results at Freegold had
spread yesterday to stock ana-
lysts, which helped drive Free-
gold shares down 75¢ to 3 350c
Amgold {Anglo’s gold share -

vestment company) shares were

gzw) cr(pR)Ib]! |ab) - |
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INDUSTRIAL MEDICINE Impioving indust
operations, particularly at the troubled Freegold unit,

driven down 1 900c to 33 600c

“Labour relations 15 the cru-
aal 1 want to say battlefeld,
but I don't want to use that
word  crucial 1ssue Manage-
ment alone cannot save Freegold
It's going to requure a hell of a lot
more co-operation,” Godsell said

One reason for this 15 that
Anglo 1s now locked m negotia-
tions with untons over extending
operattons to seven days a week

Godsell said the company
hoped to meet unions 1n the next
few weeks to forge a turnaround
plan

However, uruon assent 1s far
from certan

The National Umon of
Mmeworkers 15 likely to make

_ B gt f1H
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T : R R —~
R, F Tl ke Wﬁ it T
=
A ug rﬁf-,f%-'] ".IT
F

demands for a share of the profits
brought by seven-day operations
And union members complan
that Anglo mme managers repeat-
edly go over the heads of local
union chapters to the national
headquarters National unton rep-
resentatives have recently refused
to schedule appointments with
Anglo managers until local mem-
bers are mvited

Godsell said he was not aware
of that problem “We have learned
i a very blunt and ordmary sense
that we have to share power

“We are going to have to
change the way mformation 1
shared, the way that targets are
shared, the way feedback 15 given
Ninety percent of the working

vl relations will be crucial to Anglo American’s gold
says Bobby Godsell

PHOTC JOHN W CODROOF

reality 1s determuned by the rela-
honship between a worker and
his immediate supervisor It’s that
relationship that 15 absolutely crit-
ical Nothing will change until
things change at the coal face ”

Among the likely changes are
consolidation of management Jay-
ers, the merger of production and
engineering, which now have two
separate management chains, and
a re-examunation of levels of over-
head costs P

Internahonal analysts say'the
quality the gold industry manage-
ment and 1its ability to improve
labour relations will be under
Icreasing scrufiny

(] See Page 17




Setbacks take gloss

off mining results

David McKay

STRONGER performances by Gengold
and Anglovaal for the December quar-
ter were offset yesterday by Gengold’s
disclosure that 1t had cut 800 jobs and
Anglovaal’s warning that its Target ex-
ploration project had been put back by
18 months

Gengold, which hifted pre-capex in-
come 19% for the quarter to R66m, said
that an esperimental work detall m-
stalled at St Helena last year had
farled Eight hundred of the MINE’s
4 800 workers would go

The scheme — which paid workers
on the mme’s No 4 shaft according to
their performance — had been render-
ed unprofitable by operating hitches,
Gengold MD Tom Dale saxd

St Helena suffered a R5,1m operat-
mng loss for the quarter, against a
R4.9m loss in the September quarter

Gengold had already been forced to
axe 3 500 jobs at Buffelsfontein prior to

. 2L )
Mines . T |40

Coniinued from Page

the average price recerved

2,0 F:‘[!/‘Mh (=)

o mine’s takeover by Randgold The
Buffels losses would cost about R75m,
Dale saxd ’

The St Helena cuts would cost far
less, as workers had been taken on
with 2 mnimal pay-off package

The losses nevertheless represent a
blow to Gencor’s plans to reshape op-
erations and cut costs

The company said yesterday 1t was
considermg transforming mne man-
agement fees mnto equaty holdings, 1n
line with the reorganisation plans

Dale saxd the scheme to merge its
Evander mines — Kinross, Winkel-
haak, Bracken and Leshe — had final-
ly moved forward. The government
minmng engmeer had recommended
that the plan go ahead Clearance from
n]and revenue was still being sought.

Anglovaal hfted pre-capex mcome
to R34,8m (R30,9m) as higher gold pro-
duction offset a shght deterioration m

Continued on Page 2

Consulting mmning engineer Roger
Dixon said the exploration had shown
areas of ntersected water and heaviy
jointed ground which had prompted

changes to the layout

Development would have to be ex-

However, completion of exploration tended The rate of development
at Target, mooted as one of the few ma- fallen behind forecasts
JOT New gold mmmning p1 gjects 1 SA, had Anglovaal said 1t had sufficient
been put back to 1998 Exploration had funds to complete the exploration

reached the boundary of Anglovaal’s programme

Lorame Exploratory drnlling would

now begin

See PagesGand 7
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Produce or face closure. An

(Guw) T Co )by

By Ross HERBERT

A

Johannesburg — The gold minung
mdustry has been warning that fail-
ure fo make sigruficant 1mprove-
ments m productivity would result
m large cutbacks m operations and
employment.

Yesterday, Anglo American’s
gold and uramum division an-
nounced its mntention to deliver, in-

| creasmng the pressure on unions and

management.

Five mine shafis in Anglo’s trou-
bled Free State Consolidated Gold
Mines (Freegold), “under current
price, cost and productivity trends,
will have to close during the March
quarter”, putting 10 000 mine work-
ers out of ajob

The reading of the statement to a
packed auditornum of analysts and
reporters by Bobby Godsell, the
gold division’s chuef executive, rang
with an arr of finahty.

“One gets the impression there
1s rather heavy use of the stck to
beat the untons. Why not more car-
rot?” asked Jeffery Campbell, gold
analyst for Mercury Asset Manage-
ment, who hstened to Godsell by
telephone from London.

Godsell would not spell out
exactly how or if productivity coutd
be re-evaluated between now and
March, but he d:d caution histeners
to note hus exact words Translation

" there 15 not much time to bargam

Godsell saxd the five shafts had
lost R40 malhon m the December
quarter and had an unprofitable
record for the past eight quarters

A further six shafts with incon-
sistent profits were also at risk, he
said All the shafts could shll be
saved, but significant concessions
would have to come from unions

The key question for the uruons
15 whether to interpret yesterday’s
announcement as simple fact or
more sabre ratthng

1
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discussing the lack of productivity
at two of the shafts — Saaiplaas
No 3 and 7 — since 1990

At other shafts, discussions
about working on holhidays, Satur-
days and Sundays had been going
on for months with few signs of
progress

Godsell sard his turnaround
strategy for the margmal shafts
would start with a summut meeting
on January 25 at which every aspect
of cost, from management to work-
ers to scheduling and weekend
work, would be put on the table

Godsell expressed an interest in
changing the basic structure of pay
with a lower basic rate and much
tugher bonus hed to productivity

Getting unzon members to agree
to major work changes m tume for
Anglo’s deadline will not be easy
Worker cymasm runs deep

Unuons have been resisting calls
for Sunday work, while agitating
over safety and working conditions
Although there have been discus-
sions with regional and national
unzon structures, much of the mfor-
mation on the company’s condition
has not reached the lowest levels

On visihing Anglo munes, work-
ers have released a torrent of dis-
content over retrenchments, hostel
conditions, food, use of subcontrac-
tors, and conhmung racial practices
such as separate hits

Moreover, unuon reaction to the
threatened closure has tremendous
precedent-seting potential Godsell
has made hus intention clear to press
for hohiday and Sunday work.

Industry analysts have mixed
reachions “What 1s the chance that a
shmmed-down minming company
will pay shmmed- down manage-
ment fees?” one asked

Anglo does not disclose man-
agement or service fees 1t exiracts
from th~ munes, Stock analysts con-

-

olo mines told

LAST CHANCE Anglo American’s Bobby Godsell has told the umons

that thm 15 1ot mur:h time Ieﬁ to bargam PHOTO: JOHN WOODROOF
[+ Flan ) "
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tinue to complan that it makes not to close any shafts, but we
South African shares uncomparable  mught’ I would rather that if they
with other gold stocks, which are  are gomng to close, they just do it,”
not burdened with fees saild David Hall, an analyst at
“What I kiked about the presen-  Barings Securites.
tatton 1s that the company 15 now “If they do not resolve the

taking posttive steps What we saw
in the last quarter was muddling,
with management saying ‘We hope

e L]
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labour 1ssue at Freegold, I think a lot
of international mvestors will start
to get nervous ” « 1 an analyst

——TT7
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‘Room for improvement’

“as JCI mines reco;

David McKay

JCI’s three operating gold mines
yesterday reported a R79,8m com-
bined profit for the December
quarter, but John Brownnigg, CE
of the group’s gold and uramum
divasion, believed there was room
for sigmficant 1mprovement in
productivity. Brownnigg said man-
agers at Randfontein Estates,
Western Areas and HJ Joel were
vigorously pursuing agreements
with trade unions and associa-
tions to implement a seven-day-a-
week shift programme In some
cases, permanent agreements
have been signed with wage in-
creases backdated to June 1995

This upbeat tone was bolstered
by news of secured funding for the
exploitation of the South Deep ore
reserve through the forward sale
of 100% of planned gold produc-
tion of 7,3-mullion ourices of gold
over an eight-and-a-half year pe-
riod to 2004

A nights offer of R510m 1n June
1995 and capitahsation awards to
shareholders with options to take
shares mnstead of cash dividends
were other components of the
deal The forward selling of gold
gsecures R450m in current money
of the R1,1bn which 1s needed to
exploit the reserve

Re-engineermg at Randfontein
Estates had been completed
Working costs rose to R238m from
the previous quarter’s R226m and
this combmed with a lower gold

toR14,9m (R35,1m)

A R1,8m uranium profit for the
review quarter added to a R1,7m
merease 1 net mterest received
and sundry revenue, and a re-

duced tax hiabihity of R10,2m re-
sulted 1 a profit after tax of
R25,1m (R31,6m).

Milled throughput rose to
1,834 Mt from the previous quar-
ter’s 1,772Mt. The average yield
fell to 3,04g/t from 3,2g/t, result-
g 1 overall gold production de-
creasmgto 5 573 kg(5 768kg)

A margnal increase 1n the av-
erage gold (fonce received partially
offset the decreaed output resuli-
ing 1 a gold revenue of R252, 9m -
R8.5m lower than the previous
quarter’s R261,4m

A profit after tax of R53,6m
(R49,3m) was posted at Western
Areas, where gold production
reached 1ts highest level since De-
cember 1980, ncreasing to
4 742kg (4 543kg) This was dueto
increased production with fewer
disruptions because of pubhc hol-
1daysin the quarter

However, capital expenditure
mncreased by R34,3m to R102m
(R67,7m) Spendin totalled
R12,9m (12,8m) at the Western
Areas section mcurred as a result
of underground development

At the South Deep section the
ventilation and mamn shafts were
m full-scale sinking mode, and un-
derground mfrastructural devel-
opment had progressed

A 2.6% 1ncrease 1n the average

ﬁtpro fit

G

the higher output resulted 10 gold
revenue bemg 7,1% higher at
R219.9m — R14,5m up from the
previous quarter's R205,4m This
increase was due to the forward
selling transaction which secured
funding for exploitation of South
Deep orereserves

Brownrigg saad profitability at
HJ Joel had been restored Work-
mg costs of R47,9m reflected a
R1,9m decrease and this com-
bined with the above gold revenue
to produce profit from gold of R3m
(R2,3m) and a profit after tax of
R1,1m(R1,4m)

The evaluation of refinancing
at HJ Joel had been completed
The mme would approach the
market to secure the additional
funding required for necessary 1n-
frastructure In the quarter under
review capital expenditure 1n-
creased to R28,7m (R19,7m) main-
ly incurred through ore reserve
development, the dechine project
and the ventilation projects

The overall development rate
continues to chmb, with ore re-
serves mcreasing to 1,1-mmlhon
tons, despite encountermg water
mtersections, while sampling re-
sults have shown a satisfactory
mmprovement

In other projects, Brownrigg
announced that the proposed
merger between Gengold’'s Beat-
rix mine and HJ Joel would not
take place after extensive re-
search and evaluation found there
were no potential benefits to HJ

revenue to cut the profit from gold  gold price received combimned with  Joel shareholders

JCI Tons Yield Gold} Costs per| Costs per Price| Net profit Profit| EPS after
December Quarter milled giton| produceditonmilled! kg gold| receiwved| aftertax after capex
000s kg R| produced R/kg R000s capex cents

: R RO00s
) RANDFONTEIN 1834 3,04 5573 129,77 42 706 45 382 25136 11 861 41,1
September 1772 3,26 B 768 127,69 39 227 45 313 31 609 18 268 51,7
" |WESTERN AREAS 721 6,58 4742] 243,24 36983 46378 53570 (48421) 59,3
September 683 6,65 4 543 247 .37 37 190 45 211 49 2911 (18 356) b4,6
HJ JOEL 199 5,66 1124 240,92 42 655 45 367 1105| (27 577) 0,6
September 198 b,77 1 143 251,57 43 579 45 578 1442 (18 209) 0,7
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I DON'T think the trade
unions expect us to operate
mines at a loss,” 1s the
opinion of Clem Sunter,
chairman of Anglo Amer-
lcan’s gold and uramum di-
vision The comment per-
tains to this Thursday’s
sumimit at which all the 1n-
terested parties at Anglo’s
glant Freegold mine will
lebate the crisis faced by
the mine

In a nutshell, Freegold
operated five shafts at a
loss of R40-million during
the December quarter —
not its first loss by a long
 halk Gold proefit from the
mine was Rb52Z,7-milhion,
and after sundry income,
interest, tax and capital
expenditure, the mine re-
ported a loss of R5,1-mil-
lion to shareholders

Three of the shafts are
nearly depleted but the
lwo Saaiplaas shafts have
plenty of reserves Bobby
(rodsell, managing direc-
ior of the gold division and
in expert in industrial re-
lations, says the matter is

«imple either those shafts
nperate at a profit, or they
lose The losers will be
10000 employees, the
Welkom commumty and
he national reserves but
1ot the shareholders Lest
't be overiooked, the direc-
'ors have a fiduciary obhi-
ration to look after the 1n-
vrests  of those who
rovide equity capital Six
L er shafts are also at

11 1S e

By JULIE WALKER

risk Management says the
mine has reserves enough
for another 20 years of pro-
duction and its intention is
to ensure the viabihity of
that production
Anglo American1s by no
means the only group to
face these difficulties, nei-
ther did 1t have only bad
news during the quarter
Vaal Reefs performed ex-
tremely weil, and the life
of Western Deep Levels 1s
to be extended by 14 years
through a Rl,i-billion -
vestment 1n current mon-
ey The No 1 sub-shaft sys-
tem 1s to be deepened fo
4,1km below datum to
mine more tonnage from
the Ventersdorp Contact
and Carbon Leader reefs
This should yield 475 tens
of gold generating R35-
billion 1 1996 money
Labour relations soured
s0 badly at Loraine, a Free
State mine 1n the Anglo-
vaal stable, that the No 3
shaft was closed this week
by an illegai strike
Anglovaal says continu-
ous operations were iniro-
duced 1n 1993 to save the
marginal mine from clo-
sure, negotiations on con-
tinmng full-calendar min-
Ing were 1n progress when
the strike began and An-
glovaal believes related 1s-
sues led to the strike
Loraine lost R3-million

in the last quarter and its
future 1s 1n jeopardy

Anglovaal had more bad
news than good the Target
exploration venture adja-
cent to Loramne 15 seven
months behind schedule,
and progress has been
hampered by difficult
ground and dewatering
problems However, Tar-
get has enough funds to
cover the rescheduled
fimetable

ET Cons faces an 1n-
quiry into alleged arsenic
powisoning, and Village
Mam was closed and no
distribution estimate can
be made until the plant 1s
dismantied and the site re-
habilitated

Gengold had an eventful
quarter Not only did 1t sell
1ts investments 1n four of
1ts managed operations
(Buffels, Stilfontein,
Grootvlelr and Unisel), 1t al-
so applied to the Govern-
ment Mimng Engineer and
to the Commissioner for
Inland Revenue to consol-
1date 1ts operations in the
Evander region 1nto a sin-
gle mning company

Tom Dale, Gengold’s
managing director, says
the GME has written to In-
land Revenue recommend-
g the hfting of ring-fenc-
ing  considerations to
permit a single entity He
expects a result this quar-
ter, which could lead to a
reduction 1in the number of
mines t{o four Evander,

L A e o
. !
I oy 1
I
1
|
I
| _
__
| ! | e~ *
X o
.4
] 1%
_u 13 b PRRRAPEE
- i
‘ ﬂwm. Qo .
- - " "o
& t .,_mw.ﬂm..h
1
H W M . *
8 eF w m !
.___ﬂ s
M w- 1
5
3 i s
¢ g W : ;
t e .m F
L .ﬂ.v m m m. -
¥ N T o
% ok cooa ]
SR ,
Y
. 3 ¥ ,wsm,,.e.m?; . & %
2 + 3 e i
¥ w i
I Ch N .mhw%w
e 2
.m "yt PINETY- T ”.u# 3 m. MM ¥
w..r_ & - ey m.. W un-fu_m.ﬂ
w R w
=

A

W

TR e T i, Y )

Lo e )

¥
t
%
4
&
3

L ]

akdmi1 1k

LA
il - T L -
s
- JFERFNLN Y

- F ..l..ﬁ...r...‘..:._.._ - ._.m...__._H.m.__nﬂ..F_u.__. l ,
L o 1 1 _._|¢.m- ] - - L !
H.:_ ILIFI .ﬁ“ 1.._.-_: . ..r._..___u .__|..._ _n |
1 et Jrat My .ﬁ i aafi .-IF_H
; AN !
.
# .. -
1
..__.._...%.Tl.{t £ ._
t T of E ___
(- 3
t ™ m p
S 3
4
*
3.0
ftﬂ. A
. *
¢t ‘ol
TR { ®
|
A m.

JOHN BROWNRIGG, chief executive of JCI, who says Joel needs R400-million in 3 nghts offer

Beatrix, St Helena and
Oryx Gengold had a dozen
only a year ago consolida-
tion 1s the name of the
game and lies behind
Randgold’s bid for the four
mines

Randgold, which reports
tomorrow, intends to oper-
ate regional management
over 1its stable of mines
The two parties reached fi-
nal agreement on the saie,
on the original terms of

R126-million all or nothing
this week but the approval
of the regulatory authori-
ties 1s needed and Buffels-
fontein shareholders have
stili to endorse the restruc-
turitng Anglo American
owins 25% of Buffels Mr
Dale reports that Anglo’s
two directors on the Buf-
fels board voted in favour
of the deal

Drilling on reef at Oryx
during 1995 surpassed by

240m the 2 000m target Mr
Dale says the geostaticians
are analysing the results
and a mining plan 1s being
formed Oryx has money to
last tifl the end of Febru-
ary The drilling results
improved 1n the last quar-
ter of the year and Oryx
looks to have a chance of
going ahead

After a much improved
September quarter, JCI
held steady in the three

months to December In
compliance with good cor-
porate governance, Bill
Nairn became non-execy-
tive chairman and John
Brownrigg chief execu-
tive Biggest news was the
forward sale of the entire
planned gold output of 7,3-
million ounces to be pro-
duced by Western Areas’
South Deep mine from now
until 2004

In the same transaction,

Western Areas has bought
rand-denominated gold
call options for 4-million
ounces such that 55% of the
production benefits should
the gold price rise Also
45% of planned revenue is
protected against the
weakening of the rand vis-
a-vis the dollar by the pur-
chase of rand-dollar call
opftons Western Areas
used most of the money 1t
ratsed 1n the June 1995
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rights 1ssue to pay R450-
million cash for the op-
tions, thereby saving tax
on interest

The deal looks good but
management stands chas-
tised for not nforming
members when terms
were struck two months
ago JCIalsoannounced ats
HJ Jocl nune i southern
Free State needs R400-mud-
l1on and a rights offer wili
be undertaken soon

Western

Areas
foils fall

in gold

WESTERN AREAS took
out a gold hedge to prevent
being foiled by a decline i
the real gold price, wntes
JULIE WALKER.

John Brownrigg, chief
executive of JCI’s gold di-
vision, nofes that in 1995
terms, the real gold price
fell from an equvalent
R70 000/kg to R45000/kg
during the eght years
commencing in 1988

By the use of deriva-
{ives, South Deep’s cash
flow 1n the coming eight
years 1s secured and 1t 1s
still able to benefit from a
rising gold price because 1t
has bought options on both
the gold price and the ex-
change rate

“If the rand collapses
against the dollar, working
costs will be inflated so we
have protected ourselves

agamst such a cost
squeeze,” says Mr Brown-
rigg

The 73-mullion ounce
sale represents 5,5% of the
gold content of the ore
body and 8% years of 1ts 65-
year life

Western Areas raised
R510-miliion 1n a rights 1s-
sue last June, and if 1t had
raised the outstanding
R600-million required to
finance the balance of the
capital expenditure, there
would have been another
11% dilution 1n equity and
no protection against a fall
in gold

The RA450-mullion paid
up-front for the options
was paid as cash to Stan-
dard Corporate and Mer-
chant Bank which then sat-
1sfies the counter-parties
offshore

Mr Brownrigg says the
Reserve Bank has no ob-
Jections to a deal whereby
R450-milhon leaves the
country as a hedge
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SANDGOLD-administered mines
woormtzicht, Harmony, ERPM
-"-'.- Durban Rooodepnurt Deep re-
1}_-;’ ad a disappointing quarter af-
~-gtorms, a shutdown, strikes
0 ret:renchments reduced work-
proﬁts at three mines and
ad a working loss at another,
1"' chairman Lionel Hewtt
i lyvuormtmcht mamntained
oround and surface grades
i kept working costs under
7t t control, but a storm of “once
—century” proportions caused
farllures whach hit under-
*. imd operations and reduced
d production to 918kg (951kg)
#ace production was main-
Jrec despite the weather condi-
The}s, but working profit afier
Mbute payments came down to
2 from R4m at end-September
W Hewitt saad Blyvnur’a acqumsi-
e of Doornfontein was complet-
=;ﬁ1: November 6 and rationah-
#on and cost containment
sures already had led to an
) rovement 1in working costs
pluction at Doornfontein was
% affected by the storm.
"‘F‘ ductmn was further dis-
Mted by two labour disputes di-
ed at one of the cuntracturs on

26 aine. Doornfontein ’s results,
e

H -il._'

o
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ock Rand

the March quarter, showed a
working loss of R11,6m (R4,6m).

Blyvoor canceiled 1ts manage-
ment cuntract with Randgold af-
ter the acquisition of Doornfontein
and paid R17,7m to Randgold 1n
compensation Blyvoor expected
to save about R3,3m a year as a
result of the cancellation

The cancellafion of manage-
ment contracts at Blyvoormtzicht
and Doornfontein, the creation of
a carbon-mn-pulp plant and the
further development of ex-

ploitable reserves at Western

Dee Levels tribute would require
a R40m nights offer, which 18 ex-
pected to be made 1n the next four
to six months

Durban Roodepoort Deep suf-
fered a working loss of R2m fnr the
quarter against a profit of R3,4m
at end-September Planned EtDp-
pages as a resuit of a plant up-
grade programme, following a
R79m rnghts offer, reduced under-
ground tonnage to 86000t
(99 000t) and increased working
costs to R53 000/kg (R41 000/kg),
while the 1nclusion of lower-grade
ores reduced the underground
yield from 4,32g/t to 4,03g/t.

Costs were adversely affected
by wage increases, retrenchment
costs and expenses related to the

"i torm damage and strikes

gold m1 es
bt 2 Lt!hqwélﬂd be cnnsﬂhdai;?

qu_

closure of the First Wesgold plant,
whach was affected duetoa lack of
surface resources
Profit after taxation fell from
R9,4m in the previous quarter to
R3, 'Om. An unprocedural strike
and above average selsmicity re-
duced underground tonnage to
254 000kg (268 000kg) The grade
also came down from 7,37g/t to
6,9g/t. Capital expenditure, re-
duced from R18,5m m the previ-
ous quarter to R16,6m, included
R11m for the development of the
Far East Vertical Project.
Harmony posted a loss after
taxation of R16,4m (R22,7m) as
the refocusing and rightsizing of
underground operations at Har-
mony continued. The retrench-
ment of 3 000 employees has al-
ready showed an 1mprovement 1n
YlEld which rose 3,49g/t durmng
this period from the previous
quarter’s 3,4g/t Ore ed was
reduced from 1,5-nmlhon tons to
1,4-milhon tons and gold produced

fell from 5 098kgto4 793kg..

Hewtt saad Doornfontein, Har-
mony and ERPM had hedged a
proportion of their gold pro ductmn
for six months beginning this
month to fund reorgamsation and
remedial work at Doornfontein
and to secure stable revenue at
ERPM and Harmony

EIDGOLD Tons
Betomber Quarter milled
'-.‘:" 000s
GXVOOR 142
- September 147
FHBAN DEEP 86
%% ' September a9
,';“ DRANFONTEIN 352
September 323
K 254
1‘
_*; ¢ September 268
. BRVONY 1 2YR.
"‘_"_'_ September 1816

Yield Gold| Costs perj Costs per Price| Net profit Profitl EPS after
g/ton| produced|tonmilled] kggold| received R0O00s after capex
kg R| produced R/kg capex cents

R N RO0Os
6,46 918] 288,08] 44561 45905 (14243 (15787) (35,96)
6,47 951 282,52 43670} 47065 4 863 3815 15,9
4,03 347 212,50 52666] 45151} (2168} (2613) (39,4))
4,32 428 178,23 41227 44944 20331 (66810} (1012}
2,22 782 133,031 59880 45074| (10460)| (10533 —
2,94 050 147,24 50062 45241 (3300) (3277) —
600] 1752 336,18] 48739 45244] 3889 (12713) (8,3)
7.37 1974| 331,16 44959 45042 9369] (9210) '6,0)
3,49 4948/ 150,85] 43244 45100] (16462)] (24 48" oy

3.4 52911 14431 424621 45111 227261 10 442i

36,6

-
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mines into the red
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By Ross HERBERT

Johannesburg — Randgold, the
smallest of South Africa’s “big six”
murung houses, yesterday reported
December guarter losses at all but
one of its mines as heavy restructur-
ing losses took their toil

The group said its Harmony
mune had taken a R38 mujlion extra-
ordinary charge as nearly 3000
workers have accepted a voluntary
retrenchment package that 1s part of
a plan to further downsize the mine

The Harmony charge was just
one of a number of extraordinary
tems that contributed to a poor
quarter after encouraging results for
most of 1995 Only ERPM stayed in
the black, though 1ts profit after tax
and extraordmary 1tems slipped
nearly 60 percent from the previous
quarter

Produchion at Blyvoorwitzicht
suffered from a once-mn-a-100-year
storm that cut power to the mune It
was merged with Doornfontein,
which was acquired from Gold
Fields Blyvoor also paid an extraor-
dmary charge of R17,7 milhon to
Randgold and Exploration for can-
cellation of its management con-
tract, which will result m R3,3 mil-
hon in annual savings

Randgold’s chairman, Lionel
Hewitt, said the merger of Doormn-
fontemn and Blyvooruitzicht was
“significantly more difficult” than
anhicrpated, 1 part because all of
Doornfontem’s production will be
processed at Blyvoor’s plant

A subcontractor tured by Gold
Fields for muning at Doornfontemn
told workers 1t did not have the
money to pay them

This resulted 1n industnal action
and lost production Blyvoor marn-
agement had to pay out the work-
ers, fire the subcontractor and hire
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Jobs summit

Bobby Grisell thechiefesecu-
tive o Anglo Amencan’s gold
and uranusm chvision, is'to
meet Labour Niter Tite
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new workers. |
Problems at the ore processmg

the mune to stockprle 6000 tons of
ore on surface while the plant was
repatred.

ERPM was hit with hugh seismic
activity that cut production 1,1 per-
cent. The mine also expenenced a
two-day strike when workers reject-
ed agreements between the compa-
ny and Natonal Union of
Mineworkers negohators

“What we find disturbing 1 we
have a pact with labour and we
negotated deals and they haven't
abided by them,” Hewnit said.

“What they didn’t ltke intensely
was an agreement to use subcon-
tractors for secunty and hostel man-
agement,” satd ERPM managing
director Deon le Roux. |

“We had a grass-roots revolt. We
just have to keep communicating
until all the workers understand.”

Hewitt also announced an
impendmg R41 muthon nghts 1ssue
for Blyvooruitzmcht, which he
thought would be finahsed by the
end of February.
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Rows HERBERT

hannesburg — “We need to be
ore  productive,”  said  the
Lanager
“You dog, how dare vou call me
v You're the overpaid one ”
Such has been the acrimontous
e at productivity meetings
tween labour and management,
mething Anglo American hopes
i change atter vesterday's
snterence with unions over the fate
t gold mining at Freegold
After a vear of warrungs, Anglo
nd that tive consistently unprof-
lable mine shatts at Freegold
ould be closed at the end ot March
nd 10000 workers retrenched,
inless significant improvements 10
roductinity are made Six other
hatts are also at nisk
The sohution 18 not simply work-
ng harder Fundamental changes m
vork scheduling and mine proce-
lures are needed
Bobbv Godsell, the chief execu-
ve of Anglo’s gold division, went
» Welkom to bargain, promusing
'hat all aspects of costs and manage-
ment will be on the table
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“Management alone cannot save
Freegold Bluntly, we need to share
power,” he saad

If Godsell delivers on his
promise and wins a major produc-
tivity-mmproving deal, 1t will have
influence far bevond Freegold

Godsell says he intends to pur-
sue productivity improvements at
all Anglo’s mines, including agree-
ments and exemptions allowing
hohday and Sunday work

The inducements that labour

wins, assurmng a deal 1s reached,
will be precedent-setting within
Anglo and mfluential throughout
the miming industry

The NUM has alreadv made
clear its intention to make mine
management a central issue of pro-
ductivity, asking thorny questions
about how much of the payroll goes
to management and why man-
agement overheads and perks can-
not be cut betore workers are
retrenched

Randgold and Gengold, both
under greater economic pressure
than Anglo, have already gone
down that road

Both have sigruficantly expand-
cd the amount of information given
to workers and are boosting pro-
ductivity by cutting back head
office and mine management staff
in addition to job cuts at lower
ranks

Randgold regularly distributes
information on bonus calculations,
mncluding details of working cost
allocations and the atlocation of
salary and pay costs between
workers and higher grades
The mmnung mndustry of today
has important parallels to the motor
mdustry of 1994, whuch also faced
hostile uruons, productvity prob-
lems and rising competition

The landmark productivity-
based pay pact in the motor indus-
try became possible only after the
seven-week strike in August 1994
restored mutual respect between
management and labour

But it also ushered mn a more
collaborative, information-sharing
relationship 1n the industry, not

Freegold productivity debate will have na
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unlike the efforts under way at
Randgold, Gengold and Anglo

Those efforts have requured real
changes 1n industrial relations
practice Industrial relations stath
cannot simply be tunctionaries, but
must be prepared tor real bargamn-
ing, or ensure that executives who
have that power, such as Godsell,
mvolve themselves in face-to-face
negotiabions

“For years the conduct of indus-
trial relations i South Africa was

fire  fighting” sard Harry
Gazendam, the human resources
director at Toyota

Gazendam was a prncipal
negotiator of the three-year motor
industry wage pact, which mcludes
company-specific  produchvity
incentives on top of normal pay

Reaching agreement on produc-
tivity requires major changes for
both management and labour

“By and large there 1s a clearer
understanding of productivity bar-

tionwice re
cr(ma )2b 114

6

garung m the uruons than there 1s
In management

“Management looks at 1t as
motre pay for more production, as
opposed to looking at how we work
and how we man the job,” said
labour consultant Andrew Levy

Labour’s biases agamnst produc-
tivity run deep, i part because pro-
ductivity schemes have often been
httle more than cost-cutting exercis-
es that cut jobs and make little
change to structural tnefficiencies

Countering that view means
sigruficantly mncreasing the amount
of communucation with workers,
not just the top unon officials

Productivity 1s the central 1ssue
facng all South African manufac-
turers Productivity 1s a central 1ssue
in the privahisation debate, though
Cosatu 1s fighting to keep the sub-
ject out of the discussion

Labour productivity has been
improving and umt-labour costs
declining, but unut-labour cost
ncreases at present prices have
averaged a 10 percent increase per
year for the past decade

Productivity also runs counter
to labour’s push for centralised bar-

percussions

gamung Both the NUM and Cosatu
have pushed hard for centralised
bargawrung and agamst productivi-
ty-based pay schemes Getting cen-
tralised bargaining entrenched n
the new Labour Relations Act was &
key objective for Cosatu

However, productivity-based
pay schemes are mherently compa-
ny-specific or, 1n Freegold's case,
likely to be shaft-specific

A major agreement to accept
company-specific,  productivity-
related pay, following on the heels
of last year’s productivity-based
agreement I the motor mdustry,
could provide companies with
leverage aganst centralised bar-
galning agreements

If the Freegold talks fail to
achieve fundamental productivity
changes and 10000 workers are
retrenched, the pressure on the
NUM members can only mncrease

As Godsell says, the productivi-
ty question will not subside with

the resolution of the problem at the
five worst nune shafts, six more
shafts are mn only shghtly better
shape and will soon demand a
solutiont




By FlIONA LENEY

' Johannesburg — The South Afri-
can gold mining industry faces six
difficult months The period ahead
will be characterised by the thorny

" 1ssues of labour relations and pro-
duchvity and will be compounded
by an up-and-down gold prce,

__analysts.Said

They predict poorer results for
the next two quarters, partly
because of the effect on output of
mune public holidays

But the continumng tensions
between uruons and management,
likely to come to a head durmg the
second quarter’s wage negoha-
tions, are likely to hurt earmungs,
they sad

The December quarterlies were
a mixed bag, said Trevor Pearton,

Gold mines face uphill

of Frankel Pollak Vinderme, but
contamned few surprises

Pearton 1dentified the conflict
between Anglo American and the
frunng umons over produchvity
as a crucial 1ssue that the industry
urgently needed to resolve

Anglo’s December quarterly
results were clouded by operations
at 1ts grant Freegold mune, which
moved mto a R5 mullion loss from
a R12,6 milhon profit in the previ-
ous quarter

Bobby Godsell, the gold and
uraruum division’s chief executive,
said the group could no longer
sustain the losses and threatened
to close five shafts wath the loss of
10 000 jobs if productivity was not
improved

Pearton welcomed Godsell’s
move “Labour has been an impor-

s

struggle as |

Hh.ﬁ,@nwmlﬁ ___niv

tant 1ssue throughout the past year,
but 1t was swept under the carpet
until now,” he said

“Anglo 15 grasping the nettle at
last Godsell has identified the
1ssues critical to the mdustry, and
he's given a strong signal that he
intends to tackle them *

Another industry analyst, who
wished to remain anonymous, ex-
pressed doubts about the con-
frontational nature of Anglo's
approach While 1t could work n
the short term and in Goldfields’
particular case, he said, there was a
r1sk of destroying sensttive mdus-
trial relations throughout the
industry

“This can have disastrous con-
sequences for margnal mines,
where just to break even they need
a full month’s work One lost day

£

—_—————

can thake the difference between
profit and loss,” he said

Anglovaal's Lorame mune,
which posted after-tax losses for
the December quarter of R1,8 ml-
Lon from a R1,2 milhon profit n
the previous quarter, was just such
an example Production at the
mine was hit by tensions over pay
negotiations related to confinuous
operaf10ns

“What used to be a small huc-
cup has become a huge one
because operating margins are so
thin,” he said “If anything, that's
gomng to become more pronounced
m the next couple of quarters ”

Their reservations contrast
with the bullish view of Chamber
of Mies economust William
Houtman earhier thus month

“In many sigruficant respects

abour issue

e ) (21

the gold runmg mdustry turned
the corner durmg the September
1995 quarter,” he said

Analysts are sceptical whether
gold’s climb past 5405 an ounce
Jast week can be maimtammed over
the next two quarters

Hurbey Geldenhuys, of EW
Balderson, said that a strong gold
price could prove a mixed blessing
for the mirang houses

“If gold contmues strengthen-
g, and munes show a reasonable
profit during wage negotiations in
the second quarter, management1s
gomng to struggle to convince
unions that they shouldn’t have a
15 percent rise, despite that bemng
far too high above mnflation,” he
said

Pearton believes that a higher
cold price can only delay the

oom large

panful but essential productivity
reforms facing the industry

The volahlity of the gold price,
and Randgold’s disappomting
results during the December quar-
ter, had taken the shine off margun-
al operations, some analysts said

“Full calendar operations were
gong to be the holy grail of mining
last year,” one analyst sad “But
they haven’t come through yet
Sure, productivity will eventually
improve; the question 1s whether 1t
will be enough”

Geldenhuys, however, dis-
agrees He pomnts to Loraine
where, despite a poor perfor-
marice, shares are seling well

“The pomt about a margmnal
mine 18 that a very small increase
i the gold price can double or
triple profit,” he sawd

I ————— e
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Gencor in deal with
two Canadian firms

David McKay

GENCOR planned a §11om asset swap
with two Canadian compamnies 1n Te-
turn for 49,9% of their equty, m a
move which would create a new inter-
national gold producer, executive di-
rector Mick Davies saad yesterday

Davies said a letter of mntent had
been signed with Eldorado Corpora-
tion and HRC Development Corpora-
tion outlining the deal

Gencor’s asset package included the
95 0000z a year Sao Bento Gold Mine
1 Brazil, five exploration development
gold projects in Brazl, 20 exploration
development gold pro) ects m Turkey

3

and five! properties 1m North America.
Davies;said the rights to use and sub-
licensé Gencor's bacterial oxidation
technology was mncluded m the deal.
Fldorado and HRC Development

would pay for the assets by 1ssung vot-

@n:) &1 1)zl

and non-voting treasury shares

amounting to 49,4% of equity in ther
companies on a fully diluted basis, and
40% of the outstanding voting rights in
the companies

Fldorado would issue about 12,2-
million common shares and about 11,6-
milhon non-voting shares to Gencor
HRC Development would issue about
7 7-million common shares and about
4 9-pmllion non-voting shares .

Management of Eldorado and HRC
Development would remain un-
changed with Gencor having a minor-
1ty representation on both boards.

Gencor gold executive director Gary
Maude said at the London announce-
ment of the transaction that a gold
price of between $600 to $700/0z would
he needed if SA were to bring on any
major new mining project. “If the mar-
ket thinks it needs more SA projects,
that1s where the price will settle ”
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Gencor j joins |

Canadians in |
$115m deal

o214

Johannesburg — Gencor gave the
clearest signal of its mtention to
seek 1ts gold fortunes abroad when
it announced a $115 milhon assets-
for-equity swap yesterday with two
Canadian gold-murung and explo-
ration groups

Mick Dawis, Gencor's executive
director, said the company’s assets
Included 1ts 95 000-ounce-a-year
5a0 Bento gold mine and five gold-
exploration development projects in
Brazil, 20 expioration projects mn
Turkey and five in North Amenica
The deal also included g
the North American
nghts to use and sub-
icence Gencor’s sophis-
ticated beneficiation pro-
cess known as Biox

Gencor would re-
cerve comunon and non-
voting shares in each
company, giving 1t | N
499 percent of Eldorado ‘
and HRC Development i
and 40 percent of the out-
standing voting nghts 1n the two
comparues Gencor would also have
a seat on each board

Eldorado 15 quoted on the
Toronto Stock Exchange, and HRC
Development on the Vancouver
exchange -

“Gencor has clearly made the
dectsion to expand its gold mining
operations abroad,” said EW Bald-
erson gold analyst Hurbey Gelden-
huys

“{Gencor Chaifman) Brian
Gilbertson has already said they are
interested m world class deposits
and moving nto different coun-
tries,” he saxd This was one way

SYCYAYIENLT
Gmcur could quuckly acquire the §
assets 1t need-
ed to boost the metal’s contributions #

quahty gold-murung

to Gencor’s group fortunes

n L
P ol T e L

The deal will give the new con- ¢
sortium four producing gold punes

totalling 200 000 ounces a year, §

54 milion ounces in current gold §

resources and exploration conces-
sions on five continents A Geneor |

"}

statement said the new group §

would have a production target of §
500 000 ounces annually within five &
years and a muilion ounces mn 10

years’ time

“There 15 a trend for South |

African gold producers
to believe there must be
better prospects a-
broad,”  Geldenhuys
sard JCI have explo-
ration and mining inter-
ests in African countries

Zambia

In most foreign

be accessed by open-cast
mming —a far more
operation than i South

attractive
Afnica, where the ore body 15 the
deepest in the world The downside
1s that ore in foreign open-cast
munes tends to be of a poorer grade

Gary Maude, Gencor’s execu-

tive director responsible for gold,

mines, the metal could

e

such as Ghana and !

pET—
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said the company had mvestedna |

management team that had an abil-
ity to discover and acquire gold
deposits and place them nto pro-
duction 1n a cost-effective manner

He sard he was confident
Eldorado and HRC Development
would maximise the value of these
assets and generate substantial
returns
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By SVEN LUNSCHE

THE country’s beleaguered gold numng
industry has been thrown a slender Iife-
line by the sharp rise in the gold price
Nine of the 15, gold mines classified by
the Chamber of Mines as marginal have
been reprieved by bullion’s recovery, to
more than $415 an ounce on Friday from
$380 at the beginning of the year
However, Anglo American said on Fri-
day that the ligher price had not. bailed

out 1ts troubled Freegold mine, and five,

LI

shafts — employing 10 000 miners — still

mrn

faced closure next month - ° i

The marketing director of Anglo’s gold
division, Kelvin Wilhhams, said the five
shafts “could not be saved by the price

[ -
h

rally alone under current price, costs and
productivity trends”

Anglo would nevertheless reassess the
position if gold rose steadily for the rest of
themonth -~ ° .

Although other margmal mines wére
reaping benefits, Chamber of Mines
econonist Roger Baxter said a long-térm
improvement could be achieved only

" through mcreased productivity, and not

“windfalls related to the gold price”.

South Africa’s gold mines are the
world’s most expensive Last year they
produced 522 tons, the most 1n the world,
but 10 percent below the previous year
and the lowest tonnage since 1957

Gold was fixed in London on Friday
afternoon at $416,25 an ounce, 1ts highest

- ——
—— —
Jr
—

—p—

R —

Lol " —

Gold’s surge gives hope to mﬁwmmm_mﬁm
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level since February 1990, when the price
was boosted by the Gulf War It fested $420
in New York before settling at $415

The rally has been triggered by US
commeodity funds, which have been buy-
imng the metal out of fears that recent
worldwide increases 1n mterest rates will
push up inflation, agamst which gold is a
traditional hedge

Underlying the rise 1n the metal’s price
1S a more stable demand-supply equation,
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Services research group Thegap between |
demand and supply 15 expected to widen |
again this year m_

Another boost for the gold price 18 |
mines’ decision to scale back on forward §
sales, which tend to lLimit price rises u_

The mmmediate beneficiaries of the §
surge have been investors m gold shares |
on the Johanneshurg stock exchange The |
all-gold index rose nine percent to close at |
1903 on Friday, its highest level mn 13

which analysts say bodes well for amseto months The all-share index was up by 9o

about $440 over the next few months,
Last year total gold production fell by
one percent to 2 268 tons while demand,
particularly from the jewellery and 1n-
dustrial sectors, rose by six percent fo
3 216 tons, says the Gold Fields Mineral

points to a record high of 6 994 _
Gold share prices have risen by 41 per- |
cent on average this year, with some |}

marginal mines more than doubling their
value, |
@ See Business Times
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EVENthough this week’s $115-milhon 1n-

this and next year’s earnings 1t 1S an um-
portant step towards Gencor’s goal of at-
taming global presence

Mick Dawis, Gencor’s financial direc-
tor, and Gary Maude, charged with ex-
panding Gencor’s gold presence world-
wide, made ihe  announcement
simultaneously in Johannesburg and Lon-
don this week

Mr Davis says Gencor looked around
the world for a partner with which to ex-
pand 1ts gold-mming and exploration
portfolio, 1dentified Eldorado Corporation
and 1ts sister company HRC Develop-
ment, and made the mitial
approach. “It was without
a doubt our first choice,”
says Mr Davis Eldorado
and HRC are effectively
one group sharmg com-
mon management but with
separate portfolios. Shares
m are listed 1 both Van-
couver and Toronto, the
market capitalisation of
Eldorado bemng US$90-mul-
Lon and of ARC $20-mul-
lion. The group’s three ex-
ecutives have more than 80

and
have been responsible for identifying and
developing deposits pearing 12-million
ounces of gold, mainly In South America
Mr Davis says their entrepreneurial flair
1s required, small-scale thinking can get
swamped 1n a big place hike GGencor

Eldorado and HRC will acquire a port-
folio of assets from the Gencor group in-
cluding the Sdo Bento gold mine in the
Gencor-owned Billiton fold Mr Dawvis
says some corporate restructurmg will be
necessary to permuf the transactions

S0 Bento, in northern Brazil, produced
95000 oz of gold last year at a cash cost of
$300/0z with recoveries of 92% This hg-
ure 1s expected to climb as the Gencor-
patented Biox process beds down Eldo-
rado-HRC will acquire the North Amer-
ican rghts to uge and sub-license Gencor’s
Biox technology as part of the deal.

The other assets sold by Gencor are five

-

small be ggming
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gold éxploratton proj ects m Brazil, five in
North America and 20 In Turkey Eldo-
rado-HRC will pay for these assets by is-

smng Gencor with voting and non-voting

shares equivalent to a 49 9% equity stake
Of this, 40% will be voting shares, and
Gencor can convert the non-voting shares
one for one to mamtain a 40% vote when-
ever another 1ssue of Eldorado shares
pushes down s votmg component

The Gencor assets add to the Eldorado
stable’s existing portfoho to give the fol-
lowng
] Four gold mines producing 200 000 0z a
year,
A group gold resource of 54-milhon
0Z,

0715 625 square miles m
exploration concession on
five contments,

1 Annual exploration ex-
penditure of $25-million,
1 Biox (R) rights m North
America.

Ii also aims to be pro-
ducing 500 000 oz a year
withmn five years and 1-
mlhon oz in 10. The esti-
mated cash cost of mining
n Brazil 1s $195/0z and 1n
Turkey $150/0z— less than
half the average in South
Africa Gencor will put on-
ly two directors on the 10-
strong Eldorado hoard so as not to finker
with the entrepreneurial approach Eldo-
rado will shortly raise development cap-
ital of $25-mullion in a rights 1ssue. This
plem for Gencor 1t cannot
take money out of South Africa to follow
its rights hecause of forex controls Mr
Davis says Gencor bas not decided
whether to follow

Gencor shares did not react much to the
news on Wednesday, particularly as the
market was fighting a downtick m gold.
But those of Eldorado moved up $1,25 to
$650 and of HRC by 50c to $2,50 "

The market obviously thunks ' the
growth prospects for Gencor are'good
enough to warrant a price of 20 times
historic earnings

As much as I Iike the group, 1 think it
looks fully priced for the moment at
R15,15
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David McKay and
Adrienne Giliomee

SA gold mines may buy back their
hedged gold production following last
week’s rise in bullion which saw the
metal soar to the highest levels in al-
most 51x years

Gold was fixed in London on Friday
afternoon at $414,50/0z, after a morn-
ing fix of $416,25/0z In Hong Kong on
Saturday gold fell $2,20 to an after-
noon close of $415,55 while ;n New
York 1t tested the $420/0z level but lost
steam to end the day at $415.

Gengold CE Tom Dale said “it was

Miriés may buy back hedged gold

not impossible” that 1t would buy back
gold from 1its Beatrix mine which had
been sold forward, but said a decision
had not yet been taken

He said Gengold had had three
meetings last week to discuss gold
market movements, mstead of the usy-
al one, and there would be anocther
meeing today.

Gengold — which has sold forward
90 tons of Beatrix production — imple-
mented a hedge strategy i the fourth
quarter of last year which ensures a
minimum average price of R47 000/kg

Continued on Page 2

Gold
Continued

but limits Beatrix’s upside to 70% of
any increase in the gold price above
this level.

JCI's Western Areas could choose
not to deliver for 456% of the volume not
covered by rand-gold options if the spot
gold price was hi tEﬂnthﬂcuntract
price. It has forward 249 tons or
eight years of total product — the

an SA producer.

E W Balderson gold analyst Jens
Jacobsen said forward sales by SA
mines would contribute substantially
to an estimated 1700 tons physical
ﬂhortagedunngthenextthreegem.

The Chamber of Mines said on Fri-
day that the rise 1n the gold price could

Wil

A

cut the number of marginal mines by

B Baser aaud thetaf the sud prios
sal

remained at the $410 to $420 level for

some time, it would reduce 15 marginal

mines to seven.

Based on the fourth quarter figures
of 1995, the gold price would have ta
ftahiliseat%gl{z{mtoe]jmén:teaﬂthe
oss-making minesin

He smd the major issues facing SA
mines were sfill the containment of
O Meanwhilh, Anglo American said

W
the rise in builion could not save the
pro 10 000 job losses at its Free:

Ild mine next month. Spokesman

ames Duncan said the price will pros
vide its troubled Freegold shafts only
with some breathing space. -

Picture: Paged




By Ross HERBERT

Johannesburg — The surging gold
price has cut the number of South
Africa’s marginal mines by half

Gold has rsen $25 an ounce
since January 3 and hit $418 early
on Friday But mining executives
said thus would not boost employ-
ment nor bring rehief to munes such
as Freegold, where Anglo American
has threatened to lay off 10000
workers 1if there are no major
improvements in profits

In December, 15 munes were
considered marginally profitable
when the average gold price
recerved by munes in the Chamber
of Mines was R45 591 a kilogram

The Chamber detines “margin-
al” as outright money losers or
those munes making a profit of less
than 6 percent of revenue Eight
mines were losing money n the
December quarter

If Friday’s gold prices are sus-
tamed over the next quarter and
costs stay in lme with those n
December, all the gold mines that
are members of the Chamber of
Mmes would be profitable, with
only seven in the marginal category

Whule the Johannesburg all gold
share mdex rose 9,4 percent over
last week, shares in December’s 15
marginal mines rmproved an aver-
age of 12,7 percent

Margmal munes employed
about 146 000 people i December
If gold remains at present levels, 1t
could inflate worker expectations
and affect productivity-improve-
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ment talks in the industry
Executives said that however
welcome the higher gold price was
for mine management, 1t would not
boost employment, or necessarily
secure jobs at margmal munes
“The higher gold price 15 going

 to grant marginal mines temporary

relief, but in the long term 1t won't

sustain them,” said Roger Baxter,
sentor economust at the Chamber
He predicted gold would settle at
about $410 an ounce

James Duncan, a spokesman for
Anglo’s gold and uraruum division,
satd the company had warned
unions that the higher gold price
would not save the five mne shafts

set to be closed unless they
mproved profits considerably

“We are not gomg to be happy
with a change in profitability (at the
five unprofitable Freegold shafts)
that 1s purely riding on the back of a
gold price rise,” Duncan said

Though price was a factor, the
five shafts also had to make head-

way on costs and productivity or
face closure in March, Duncan said

The five shafts were producing
at a cost of R56 000 a kilogram,
which meant they would break
even at a gold price of $477 an
ounce, said Kelvin Williams, mat-
keting director for Anglo gold

Alan Munro, the chairman of

I

Gold Fields, said that even 1if the
higher price was sustamned mn the
vicinuty of $420, there would be no
changes n employment or capital
spending Gold Fields operates
three of the mines on last quarter’s
marginal list

“You need to get to a price of
$500 an ounce to talk about funda-
mental changes tn produchon or
employment,” he sad

Randgold operates seven of last
quarter’s 15 marginal mines It wel-
comed the higher price but sad 1t
would not tonsider any major boost
In employment

“We think the price 15 gomng to
stay high, but 1t doesn’t change our
strategy, which is gong to stay with
very tight cost control,” said
Richard de Vilhers, head of human
resources for Randgold

The higher price has boosted the
company's pay it 10 to 15> per-
cent, but that will not mean more
mme workers Mimnes such as
Harmony and Durban Deep have
large, relatively low-grade ore bod-
1es that could support more work-
ers at higher gold prces, but
Randgold has already cut back pro-
cessing plant capacity to match a
lower production profile

De Villiers satd Randgold mught
shuft workers to lower-grade areas
and save high-grade areas for the
future “I don't see us Increasing
capacity Probably the price would
(first) have to stay up a good 12
months,” de Villiers saxd

[ See special reports Page 26
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David McKay

THE management and structure
of SAls 'gold mining companies
would have to be revamped if the
industry was to avoxd becoming
the “whipping boys of internation-
al mvestors”, a mining analyst
said yesterday

Frankel Pollak mmmng re-
search head Trevor Pearton told
the Glabal Mineral Exploration
and Minmng Development ¢onfer-
ence m Johannesburg that the “hi-
erarchical” management style of
the mimng houses had to change
to accommodate new labour edu-
cational standards

He said the gold mining indus-
try had slumped 30% 1n terms of
the net present value of the future
cash flows of the mmnes year on
year from October 1994 Market
capitalisation of the gold board
had fallen by a greater amount

The slump 1 1investment valie
of nearly all gold stocks could not
be explained only in terms of the

®

riorationlo € Ore regerves,
but also by the changing role of the
workforce “It is clear therefore
that the mdustry cannot afford to
wait for change to occur at its own
pace,” Pearton claxmed.

He said management should
change to give the facts and con-
sequences to labour tasked with
running unprofitable sections

Chamber of Mines chief
econonmust Richard Grant told the
conference that compames had to
attack labour costs, which ae-
counted for more than 50% of total
ex‘{) enses, 1f their costs were to fall
SA’s average working costs were
36% higher than those of rivals in
Austrahaor Canada, hesaid

Samantha Sharpe reports
that Flemung Martin Secunties
Inc president Lloyd Penglly said
the recent gold price mcrease
should not distract the mdustry
from its restructuring plans or
lead umons and management into
renewed wages conflict

Pengilly told the Investment in

African

lems plagimng the industry

African mining was 1n an excit-
ing new phase, with the entry of |
new players and intensified explo- |

ration activity, Pengilly sad

However, to keep the momen- |
tum of exploration going 1t wasim- |
perative that the industry produce !
some successes “and that means |

work st1ll needs to be done”

Pengilly sazxd minmg houses |
and governments of African coun- |
tries would have to determine |
codes for employment practices |

and environmental legislation
Miming tax policies had to be
decided 1 order to give clarty to
the tax environments i which
miming houses and exploration

companies had to work Pengully |

said- “SA still boasts a magmfi-
cent minming mdustry and is still
the world’s largest gold producer.”

CHTP

Cape Town that although the |
higher price could extend the lives |
of some margmal mines, 1t was |
hardly the solution to the prob- |
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By Ross HERBERT

Cape Town — The South African-
style minng finance house would
Jwindle to mrrelevance m the long
term as faster, less bureaucratic
nternational rivals stole away
mvestment funds and new munung
prospects, MinINg analysts said
yesterday

The South African firms have,
for a variety of reasons, largely
mussed out on the rush of African
exploration The Canachans have
already stolen the march,” said
Michael Spriggs, the director of cor
porate finance at SBC Warburg, at a
mimng mvestment conference 1n
Cape Town

According to figures from Echo
Bay Minng, only 5 percent of the
production of the top ten north
American firms was outside that
contnent 1n 1985 By last year,
42 percent was outside, a percent-
age that Echo forecast would grow
to 60 percent by 2000

That production, largely of low-
grade deposits, 15 funding growing
exploration budgets, which con-
mbute to an ever-shrmking market
share for the South African fums
whach once dommated

“Why has the traditional mming
finance house done so badly com-
pared with more conventtonial com-
pantes? I would argue that the fun-
damental reason for the dhfference

m relative performance has much

mote to do with corporate structure
p)

e

than” exte actors,” said Robert
Davies, a nuning analyst for Barmgs
Securities

Although South Afncan fims
are racng to explore m Africa, they
continue to suffer from slow, heavi-
ly bureaucratic foreign exchange
rules and are far slower in raising
new capital than north American
firms

"ys absolutely mcredible how
many Canachians there are runmng
around Africa, and 1t's meredible
how much money they can raise
with a small staff” sad a mumng
analyst. " n

The finance house structure has,
accordng to Davies and other ana-
lysts, deprived South African mun
ing comparues of cash and slowed
decision makmng Compantes such
as Gold Fields and Anglovaal were
not leadmg companies in the world
of nurung, he said

There were good reasons for 1ts
foundation, but 1t was producmng
significantly lower cash flow as a
percentage of capital than north
American rivals, Davies said

“A unitary structure generates
more cash flow for every dollar -
vested m the business Higher cash
flow enables the company to spend
more on exploratiof, which leads to
hugher growth,” he said.

"What we need to see m South
Africa are some major changes in
management structures,” said
Lloyd Pengilly, the president of
Fleming Martin
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By Ross HERBERT

Joharmiesburg — Workers spend only
four productive hours at the rockface
each shift, according to a study of the
five unprofitable Freegold mune shafts
that Anglo Amencan vows to close
untess productivity 1s improved

The gold-muung mdustry will con-
fnue to lurch from crisis to crisis, union
leaders said, unhl management candid-

 ly analyses the mystery of such low

productivity

To its credit, Anglo Amerncan man-
agement has sought to avoid finger-
pomting about the productivity prob-
lem m a bid to avoid increasing ten-
stons and stiflmg co-operation

But the Natonal Unton of Mine-
workers (NUM) and the Mine Workers
Unton (MWU) say blame must be lad
on managément or the productivity
issue will’néver truly improve

“Thé situation at Freegold should
never have gotten to this pomt All the
productvity 1deas that are bemg dis-

' cussed now in commutiees were raised
months ago and management didn’t
do anything,” said Fred Bond, the pres-
ident of the MWU

The Freegold commuttees of work-
ers and management are pursumng a
wide variety of cost-cuthng and pro-
ductivity-improving 1mtatives But
Bond said management at Anglo had to
scruttiruse itself and ask why productiv-
ity was allowed to erode to the pomt of
CLISIS.

Bond said he would press hard to
mplement other cost-saving 1deas and
would not agree to extend the tempo-
rary Sunday work pact signed on Fri-
day unless all other 1ideas were
implemented and proved msufficient

“They had discusstons for a whole
year on the problem at Freegold They
even brought in a consultant We :den-

2y
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tfied the problems months ago but
they don’t act,” he said

James Motlatsy, the president of the
NUM, agreed At the Friday signing
ceremony granting permission for Sun-
day work at Freegold, he said the co-
operative, trrpartite process launched
at Freegold should have been started
years ago The process should be
apphed to all mmes, not just the
unprofitable ones, he saxd

Lack of disciphine 1s a critical 1ssue
cited by management and urions alike
However, Bond said that management
throughout the mdustry was afraid to
enforce codes of conduct for fear of pre-
apitating strikes

“There are managers who will find
200 people sittng around at under-
ground stations long before knock-off
fime, and no one asks the workers what
they are supposed to be domg” he
said Bond said that many more work-
ers were reported for knocking off
early, but disciphinary action was only
taken agamst a few

Motlats: agreed that supervisors
and officials needed to look at them-
selves, but he disagreed with the 1dea
that people “sithng around” was the
problem

“The people on primary production
at the face are not the ones wandermg
around It 15 engineerng and terhary
people who don’t know what to do If
people are tramed what to do they
won't be wandering around,” he said

“The real problem is transport
People are spending too much time
avelling to the face The company
needs to get more man-carriages SO
people can get to ther work places
faster,” he said

“The summnt meeting at Freegold
was the first hme management raised
the 1ssue of disapline to us as an organ-
1sation,” Motlatst said

rd



'R600m ngh‘ts offer to bring
Oryx to full productlon

f1it

David l;\ilei(ay

GENGOLD’ (Dryx gold mine planned
a R600m 3 rig hte offer to bring the mine
to full prodiiétion over the next two
years, MD&‘eﬁi Dale said yesterday.

He saad fisil reduetlen of 120 000
tons a menthlweuld be reached by May
1998, wath full 'monthly gold redue-
| tion of 875kg dta yield ef 7 Sg/t expect-
ed 14 ‘months 1eter The yield com-
pared vinth the naﬁenal average of 6g/t.

‘ Dele said the decision followed the
d15e0¥ 7 of mmeeble reserves of 38-
mﬂheret’ené giving Oryx an estimated
hfe of 28'years mth employment for an
eetlmatedfi 000 people.

Dalesaid Geneer weuld underwrite
the rights i 1eﬁue expected to take place
ata eubetenﬁal discount to the current
market price; The R600m would bring
the Welkem-haeed gold mine to an op-
erating breakieven position

“We are héartened by this unequiv-
ocal support from Gencor and it is now
up to the mine and head office teams to
deliver,” Dale said

Gen old had decided to halt stoping
on the mme in November 1994 endmg

.exploration-by reef develepment of a
postulated céntral high-grade pay-
she ot Underground dniling had sug-
gested better grades were avaﬂeble at

Lml when the mg pr u)ced poor

mitial grades

Geneer had underwritten expendi-
ture of R12m a month during calendar
1995 to fund 2 000m of reef develop-
méent planned for the year However,
thie Oryx team had developed 2 240m
of reef and completed 105 additional
boreholes which enetret;ed reef

In terms of the debt restructuring
agreement: between Oryx Gold Hold-
mgs i-its* major shareholders and
bankeérs, . the compulsory convertible
debentures in Oryx Gold of R746m
would be eenverted to Oryx Gold equity
at R1,50 a share on March 6.

Prior to the 11 ghts offer, the 1ssued
share capital of 0 Gold would be
consolidatedon a ene—fer— 10 basis

Dale saxd further details of the pro-
ject end‘,{;lghte 1ssue would be premded
to shareholders i due course

Dale, ‘had sard earher Gengold could
investigate buying add1t1enal mineral
rights ds part of its revised plan for
Oryx mine and that a geostatistical
and mining plan for Oryx was being
undertaken The mining rights were
adjacent to Oryx Jre

In the s1x months to December Oryx
Gold Holdings reported a taxed loss of
R143 000 aﬂ;er financing costs wiped
out interest mcome of R57,3m

|




David McKay

ANGLO Amercan’s three gold
mines — Vaal Reefs, Western
Deep Levels and Elandsrand —
would Iift gold output just above
the level of last year, outgomg gold
and uramum division chairman
Clem Sunter saxd 1n the mines’ an-
nual reports

Total gold production for the
three was expected to rise to
121 000kg, aganst 117 000kg last
year, with Vaal Reefs and West-
ern Deep Levels halting the shde
i production which had charac-
terised their performances 1n re-
cent years But Elandsrand’s shde
would continue, Sunter said

Chamber of Mmes’ figures
show average gold production for

' members’ mines fell to 48 300kg

last year from a previous 53 700kg
and sources have suggested out-
put could fall further this year

Anglo’s overall gold production
1s likely to fall, depending on the
fate of five threatened shafts atits
biggest operation Freegold It has
previously warned that the clo-
sure conld chop production 16% to
78 000kg thas year

A decision on the shafis 18 ex-
pected by the end of March —
Freegold’s year-end

But Sunter said Vaal Reefs,
whose production fell to 66 172kg
last year from 70 687kg n 1994,
would I1ft output to 68 000kg this
year, This hinged on “success 1N
Increasimng productivity levels and
concluding negotiations to amelio-

* rate the adverse 1mpact of public

hohdays”, he saxd
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More pubhc hohdays, lower
grades and a decrease mn area
mmed, following the accident at
No 2 shaft in which 104 employees
were Kkilled, knocked production
Pre-capex net mncome shpped 21%
to R635,3m

Western Deep Levels’ produc-
tion, which fell to 35 833kg last
year from 38 743ksg, would rise to
around 38 000kg

The operation was knocked last
year by falling tons milled and
orades, and hgher costs, which
Teft the mine unable to exploit a
30, mse 1 revenue recewved o
Rd4 801/kg Net mncome before ca-
pex fell 39% to R264,8m

Sunter said the No 1 subshaft
deepening project — costed at
R1,1bn 1n 1996 money terms —
would result m a further
475 000kg of gold being recovered
to the year 2026

Flandsrand’s production which
fell to 15 448kg from a previous
15 870kg was expected to hat
15 000kg, Sunter said Tons
milled rose last year, but lower
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grades and lmgher costs cut pre-
capex net income 26% to R141,8m

Capital expenditure on Eland-
srand, which fell 35% last year to
R86,4m, would drop to R83m 1n
1996 and would be managed “in
accordance with the gold price and
production levels”

Sunter said the higher gold !
price of the past two months would
be sustamed for the year as tight-
ness m the physical market en- |
couraged investors to view the
metal positively

An excess of gold demand
agamst the available supphes of
newly mined gold and scrap metal
also spurred on Investor’s opt-
mism, Sunter added Continued
growth m physical demand was
felt 1n developing markets of the
Middle and Far East

Demand for gold 1n Japan had
recovered, with further progress
being made through the medim
of Gold Accumulation Plans creat-
ed and promoted by the World
Gold Council

India continued to lead this
market with 1mportant contribu-
f1ons coming n from South Korea,
Indonesia, Malaysia and Cluna,
Sunter said

The quetness of last year’s
market had concealed real under-
lying strength, with the price end-
ing the year firmly at $387/0z

While the gold market in 1994
showed a further drop m volatil-
ity, the firmer tone of the price
was mainiamed and the average
price of gold at London price fixes
iast year was $384/0z, unchanged
from the average price for 1994

I
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Gold-mining profit is tied to
By JOHN SPIR4 C:Z, LP) cz;y It%hee'gq t!uf,l- Aa%égl;.é

» T 1

Johannesburg — Should productiv-
ity m South Africa’s gold mmes
improve, profitability would surge
dramatically, enhanced by a local
oold price R100 tugher than last
year’'s average

Thus view 1s contained m Global
Gold Equities, published by Lon-
don-based RBC Domnon Securl-
ties, whose minung division recently
merged with that of Hambros
Equittes UK

The firm suggested that produc-
tivity should improve owing to the
gradual mtroduction of more flexa-
ble working athtudes, including the
possibility of operating 365 days a
year mstead of the present sub-300

related disturbances would decline
*“While unit cash costs have

mereased, 1t 1s largely a product of

lower output The actual rand-cost
figure m 1995 rose 7 percent year-
on-year and can for the most part be

atiributed to annual wage increases

“Should South African output
recover to 1994 levels, umt costs

would fall, openung the way for a

turnaround in working profits
While the mdustry would not

turn around overmght, the firm

believed selected shares such as
Vaal Reefs, Randfonten and Free-

gold should show short-term 1m-

provements m margins, “although

some beneficial rationalisation can-
not be ruled out”

productivity

Looking at various mines’ sensi-
tivity to a $10 move m the gold
price, RBC calculated leverage mn
relation to earnings a share

Scoring 15 percent or more were
(in descending order of sensitvity)
Harmony, Kinross, Freegold,
Winkels, Western Deep, Kloof and
Elands Sub-15 percent leverage
was found in Randfontemn, Buffels,
Dries, Vaal Reefs, Harties, Western
Areas, Southvaal and Beairix

Based on a gold price of $405,
and relating the ruling share prices
to a discounted cash flow calcula-
tion, RBC’s worldwide ranking ta-
ble rated Buffels first, Winkels sec-
ond, Harties third, Western Deep
fourth, Vaal Reefs seventh, Kinross
eighth and Western Areas 10th
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Gold Fields needs R200m

David McKay

GOLD Fields of SA would need to
tap shareholders for at least
R200m to fund the development of
1ts Deelkraal gold mine, analysts
said yesterday

The group declined to comment
on the cash needed 1n the nghts
1ssue called yesterday, but
analysts estimated R350m was
needed to fund the mine’s No 1 ter-
tiary shaft.

Gold division MD Alan Munro
said part of the funding would be
drawn from Deelkraal’s operating

performance He said t%e grou
considered Deelkraal’s funding
needs as “urgent”, and hoped to
detail the plans at the group’s
March guarter gold division re-
sults m April

The mine, which warned last
November that i1t was considering
financing for the project, sad yes-
terday poor operating profit over
the last three years had prevented
1t amassing the cash needed

Gold Fields saad Deelkraal was
also loocking to tie up wath other
companies to pursue mineral
rights to 1ts south The adjacent

o Degh

aal

glo Amenc e Elandsrand
has long been mooted by analysts
as a possible tie up target

Analysts said about R200m
would be needed to fund the
development, given the mine’s op-
erating performance.

On the current 475¢ share price
Deelkraal would need to 1ssue
44,1-mllion shares, agamst the

99,56-mullion 1n 1ssue, before any

discount to razse R200m Gold
Fields and 1ts associates, which to-
gether hold 49,2% of Deelkraal,
was hkely to be left wath a far
greater stake after the casheall
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GOLD MINES
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Few gold mines 3r major taxpayers,
but a number could show useful benefits
N €arnings and dividends from the ad-
Justment to therr tax structures Esti-
mates of potertial effects on €arnings
per share for the 10 largest producers (by
market capitalisation) range from zeroto
as much as 9,5%

The changes affect mines which two
years ago chose to remain subject to gold
mming formula tax rather than move on
to the dual system of company tax and
STC Almost all continued under the for-
mula tax the only cXceptions were Har-
mony, Blyvoor, Durban Deep and ERPM

Tax rates for mines that continued un-
der the old system have been adjusted at
two levels The rate on nonmimmng n-
cOme — usually interest on cash bal-
dnces —1s cut from 48% to 42%, and the
formula tax, which g linked to capital ex-
penditure, has been redyced

Where a mine has large capital spend-
INg requirements the €arnings benefit 1s
small, and vice versa As the new rates
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take effect for years of assessment end-
Ing on or after April 1 1995, mines will
have to adjust their tax provisions ac-
cording to their financial year-ends
Fergusson Bros gold analyst Dean
Cunningham estimates the following ef-
fects on EPS and dividends (assuming
earnings are paid out in full) Driefontein,
an mmprovement of 6,6% to 129¢, Kloof,
3,9% to 107¢, Vaal Reefs, 5,2% to 1 657c,
Western Deep, 9,5% to 890c, Freegold,
3,5% 10 210c, Elandsrand, unchanged at
60c, Randfontem, 6,5% to 115¢, Western
Areas, 1,1% to 187c¢, Beatrix, 5,5% to
134c, and Harties, 4,9% to 86c
However, some mines may deploy any
mprovement in hquidity towards In-
creasing their future spending &
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Four mines poised to 0
‘full calendar’ @
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David McKay

FOUR of SA’s largest
gold punes are poised to
convert to calendar
operafions — a MOVeE the
.ndustry has vaunted as
erucial to  bolstering
profitabihty n the be-
sieged sector

JCI, Cold Frelds and
Gengold sard earlter this
week they were planmng
to tmplement full calen-
dar operations on thelr

mines.
JCT's Randfontem Es-

tates and Western Areas
and Gold Fields’ Libanon
and West Drnefontein —
together they pro duced
18 738ke of gold and a
total net 1mcome betore
capex of RA70,7m 1n the
December quarter —
ssad they would move
eross 1n the next six to
12 MONtns

Randgold’s East Rand
Propnetary Mmes —
which posted a R1,06m
pre-capex profit for the
December quarter —
went over to the system-
1ast week Gengold sad
1is Kinross, Winkelhaak
and Leshe were pursu-
ing theissue

Management and the
unions agreed on full cal-
endar operations only
durimg wage negota-
tions last year

Full calendar opera-
tions have been seen as
one mechamsm to close

the gap between the
profitabihty of SA and
overseas gold mimng

Analysts have cau-
tioned, however, that ex-
tending the working
week would only revive
fortunes 1fit was tied toa
rethinking of manage-
ment practice

JCI gold and uranium
division CE John Brown-
ngg said the South Deep
section of Western Areas
would go full calendar
within the next S
months Randfontein Es-
tates would shift across
i 12 months

JCT had sent a team
to sister mine HdJ Joel to
develop a full calendar
model <oel had been us-
ing 1t for the past two
years, and had achieved
a 50% i1mprovement 1n
production stoping

- b‘ 1. Fu o~
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tablished a steering com-
mittee to co-ordinate full
calendar pohcy, and
management had been
talking at mine level for
some time The group
was commuitted to the
system, but there were
no plans at thns stage to
introduce it at Kloof
ERPM saxd there had
been a 100% turnout
among the mmne’s 3 0600
underground staft for 1ts
first full calendar shift
But Randgold said there
were no plans to follow
g1t on other operations

4.)
Gengold said 1its St
lelena operation had
been runmng continuous
mechamsed ore retrzeval
on 1ts No 2 shaft with the
co-operation  of the
unons Its developing
mine Oryx had gone fuil
calendarin 1994

The system was “on
the agenda” at Kinross, a
spokesman said, and
could have a hmited ap-
phcation at Winkelhaak.
Meetmgs with  the
umons were under way

at Lesle
Anglo American de-

chned to comment, al-
though last month 1t
shified some of the
threatened shafts at
Freegold to a “12-days
on, 2-days off” shait plan
n a d to save jobs
Anglovaal said 1t had
no plans to push ahead
anth the <vstem, al-
wnough 1l Loraine pune
was the first to mntroduce
a seven-day working
week, 1n January 1993.
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West Witwatersrand shares %E in ww,omwmoﬁ
gh

SHARES 1n West Witwatersrand
Gold Holdings were sickly yester-
day, nt by fears the mine’s hife
could be shortened, dealers saxd
The shares, which closed at a
year low of 1256¢c on Fnday,
slumped 40% to 75¢ at the close
following owner Consohdated
Mining Corporation’s announce-
ment that economic ore reserves
“appear to be less than previously
evaluated” F

iy S el
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The company said 1t was cur-
rently 1n negotiations which could
affect 1ts share price, and cau-
tioned shareholders.

“Today’s announcement indi-
cates the life of the mine could be
shortened,” saad John Handley,
mimng analyst at Kaplan and
Stewart. “They were only looking
at a Iife of about 17 to 20 years If
its life 18 shortened, then 1t’s start-
ing to become rather short.”

- L

b 2b[z[at
nvestors were avoiding the
share “like the plague”, saad one
dealer Another said the share
price had been coming off steadily
for a while now and was unlikely
toreverse its downhill trend

“This share could be 1n for quite
a few knocks still,” Handley said
“They have spent a substantial
amount on a new mill to treat
higher tonnages. Now 1t looks like
they’re not gomg to getit ”

—
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position

three weeks to go before
the mdustry announces quarter
results, dealers said yesterday’s
announcement ﬁcﬂﬁm% to further
bad figures

WestWits slumped to a loss be-|
fore capital spending of R4,08m in|

the quarter to December from aj
R590 000 profit in the preceding!

quarter. Gold output m the De-
cember quarter fell to 850kg from
1 003kg — Reuter. W
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David McKay

STRUGGLING gold mine HJ Joel
was considering selling forward
1its entire gold production until
2001 to avoid tapping its share-
holders for more cash, owner JCI
Eai%ﬁesterday.

e group, m the prospectus
for Joel’s R4A00m nghts offer, said
it was confident the total R869,4m
needed for the mine’s capital ex-
penditure would be covered by the
rights 1ssue cash and future min-
ing profits on a forecast gold price
of R45 000/kg. But JCI said it
would be “prudent” to protect Joel
from a falling gold price by hedg-
ing production.

The prospectus estimated that
the mime would sustain post-ca-
pex losses of R267m this year and
next before debt and preference
share obligations, but would
break into profit mn 1998.

Tt forecast Joel’s total produc-
tion would be 27 763kg to 1999 —
worth R125m at Joel’s forecast
gold price.

M
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Struggling 11U Joel looks

214
th

The group warned tha e
volatihity 1 gold and currency
markets had lifted the cost of such
hedging, and management would
wait for the markets to settle be-
fore going ahead

The terms of the hedge were
not disclosed, though JCI saud 1t
would be “structured so as to give
the company the flexability to ben-
efit substantially from any upside
move in the gold price”

JCI used a sumilar flexibihty
mechamsm when 1i sold forward
the production of 1ts Western Ar-
eas mine for exght and a half years
to help fund the R1,1bn develop-
ment of South Deep’s ore reserve

JCI said that once the capex
had been completed the mine
would have “much greater robust-
ness, cost competitiveness and op-
erational flexabihty and will no
longer be a marginal producer”

The group has already chan-
nelled R1,3bn mto Joel with a
hefty R700m of this bemng raised
from shareholders

The prospectus blamed a hitany

il L A —

development of the mmne.for 1ts
failure to meet targets set when 1t
tapped shareholders for R284m 1n
April 1994 These included the
workforce’s poor morale, pinned
on “unfounded rumours of mine
sale or closure”

Such factors left development
between October 1993 and June
1995 at 22 294m compared with
the targeted of 36 306m Lower
production cut revenues R1 11m

The prospectus for the deeply
discounted rights offer failed to
mention hkely dividends to share-
holders But JCI had set the mine
some tough targets to meet the re-
vised mining plan

Tons milled were forecast to

jump from 790 000 tons this year

to 1,013-mullion next year, whale
gold production would jump 37%
to 6 195kg and 9 2562kg by 1999

Estimated average working
costs over the life of the mine were
set at R164 37/t — almost a third
lower than Joel’s costs mn.the six
months to December

1
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M3INING group Gold Fields has given its
clédréat indication yet that it intends to up-
date company culture with the milestone

Pofifitment of a woman fo a semor man-

emrent position.

OH{itnew coal, base metal and platinum
div1s10n GM Barbara Day seems largely un-
faladd By suggestions that her appointment
l@ﬁhﬂ%MEI'k 1n the mining industry

194y takes over a difficult portfoho, fea-
tunng the ailing presence of Northam Plat-
inffa), from Helgo Kahle, who has switched
td'thewew position of company represen-
tative fbr West Africa in Acera, Ghana

NDay dismisses the gender factor as ex-
tréneous, bebeving that men and women
mffiage 1 accordance with their manage-
méht styles

afWhit 15 Day’s management style? “Agk
anybody who has worked for me ”

atEowever she does admt that, tradstion-
aldp) -whmen do not generally get on in the
SAmyming mdustry

astat the time I joined Gold Fields, women

ustisdty followed their spouse’s lead So if

th# Busband had to move to take a ligher

odittom, the wife would usually sacnfice
he#ob 1n order to follow,” she s?s

-9Daybelieves Gold Fields, and the miming
idustry as a whole, encourages long-term
plans “I started at Gold Fields almost 20
years ago imn the group’s computer depart-
ment, before moving to personnel. Then it
was back to the computer division, then the
property section, then mto the mineral eco-
womics division, and finally to the finance
livistion, where I was manager

“In all this trme I have never seen to-
tenism 1n Gold Fields’ corporate culture,
ind [ do not believe my current appoint-
nent 1s a question of tokenism ”

Day graduated from Natal University
mth a B Sc 1n maths and chemastry “I ex-
sect the chemstry will now become 1mpor-
.ant again,” she says

After umversity she decided to teach, but
woon left the profession to yoin Anglo Amer-
ican in Welkom It was from there that Day

joined Gold Fields

Day’s expernience 1 the Gold Fields fi-
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BarbaraDay ... breaking new ground

nance division could stand her in good
stead, as cost effectiveness and productavity
are becoming watchwords in the day- to-day
runmng of Gold Fields’ mines

Northam Platinum 15 an example. “I am
not pessimistic at this stage about the fu-
ture of Northam,” Day says. “It 1s a good ore
body which has to break even 1n the short
term Gold Fields set itself a senes of tasks
— firstly to improve the mine’s tonnages
and ore grade before turmng to the second
task of bringing down the mine’s operating
costs ” Northam 1s now at the second stage.

Analysts are doubtful about the mine’s
chances of reporting shghtly improved prof-
1ts, even though off a%

quarter in about two weeks time But Day1s
unmoved by what she terms analysts’ neg-
ativity “The improved platimum price has
assisted Northam, with platinum sales in
March bemg helped by the weaker rand in
February,” she says. ,

Day admaits that her new position in-
volves a steep learming curve, She has never
been called on to make the kind of decisions
she now has to make
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ow base, when the '
group reports its results for the March -
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woman at top
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ground- “I had a clear knowledge of the cash
m ement of all the operations in the
Gold Fields stable, particularly their diffi-
culies with inflation and static metal
prices.” In the cash-strapped environment
of the local mming industry, an ability to
balance the books wall be vital .

Gold Fields opened the December-quar-
ter season on a low note with Northam post-
mg a loss of R30,4m and cash resources de-

to R56m — hardly a smooth intro-
duction for Day Gold Fields’ base metal
division fared little better for the quarter
Zinc Corporation (Zincor) posted a drop in
profit from R5,3m to R3,6m, while the cop-
per mine O'Ckiep produced a loss of
R653 000 from a profit of R8,3m 1n the pre-
vious quarter

Both Zincor and O’Okiep are of partic-
ular interest to Day, whose appointment in-
cludes charrmanship of both these compa-
nies But again, she 1s not ruffled by the less
than cheery track record m Gold Fields’ re-
cent base metals operations She was also
unperturbed that Gencor had embarked on
a feasibihty study mvestigating a zinc
smelting and refiming operation on the
Eastern Province coastlhine

“Gencor’s plans to build a zinc smelter

may not represent a clash of interests with
Zincor because the latter supplies the do-

mestic market while Gencor hopes 1its
smelter will be export-dedicated,” says Day

However, she admits there 18 some con-
cern about Zincor’s future feed resources
“Zincor will have to keep 1ts eyes open for
possible ore resources It is not a pressing
concern at the moment. but we have to es-
tablish long-term strategic reserves ”

O’Okiep has come through a daffiglilt pe-
riod, but Day 18 adamant that the pasf two
years have been promising for the opera-
tion, which recently resumed paymng divi-
dends. Although she concedes the copper
price does not look promising in the near
future, she does not believe 1t wall collapse

Does she envisage immediate changes to
Gold Fields’ coal, base metal and platinum
division? She refuses to be hurmed “It
would be foolish to make changes for the
sake of making changes,” she says

W




Freegold merges s afts tO cut costs

David Mcl(ay(zﬂf-) & D 2‘1

ANGLO American’s Free State Consol-
1dated Mines (Freegold) had merged
several shafts to reduce overheads fol-
lowmg declimng ore reserves and a
iﬂ_?ueeze on margms, regional GM Dave
odgson said yesterday
e said four shafts of President
Brand had been merged with Presi-
dent Steyn shafts, reducing adminis-
trative and management costs and rep-
resenting a yearly saving of Rom in the
mine’s budget. Job losses would be
“minimal” and would not affect oper-
ating shafts which employed more
than 9 200 people., "y
“President-Brand-b shaft had become
President Steyn 6 shaft, President
Brand 2 shaft had become President
Steyn ,6 shaft and President Brand 3
shaft ' had become President Steyn 7
shaft. President Brand 1 shaft, now
President Steyn 8 shaft, would be on a

qé.re—and—m&mtenance basis after

ceasing operations this month.

Hodgson said forther amalgama-
tions were possible, depending on the
success of steps taken to save the
struggling Saaiplaas 3 and 4 shafts
and Freddies No 9 shaft, where 10 000
jobs could be axed if they failed to 1m-
prove profitabilities.

In February Anglo American’s gold
and uranmmum division implemented a
stringent shaft system to mcrease pro-
ductivity at these shafts. At the time
the corporation believed President
Brand 2 and 5 shafts were at nsk and
had monitored them {o assess their

Jong-term_future. Amalgamations in-
volving these shafts did not mean, they
were saved, Anglo American said The
exercise could be seen as further at-
tempts to improve profitability.

An analyst saad it would be 18
months before benefits of the amalga-
mation would take affect.

M
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SA “still to be sm@zwmww

LOS CABOS — SA’s gold out-
put would be more than 460
tons in 1997, SA Chamber of
Mines CE Tom Main said Recent figures showed SA
Main told the World Gold output last year was down 61,5
and Silver Institute’s annual tons to 522,4 tons -— the lowest
conference that recent SA gov- level since the 1950s
ernment estimates that output Anglo American gold and
this year would dip to 460 tons uranium division chairman and
were wrong and they should be CRE Bobby Godsell declined to
retracted give a production estimate but
Government released the es-  gaid there was no doubt that

onth,
dire warmings of job losses
across the muning imdustry.,

roducer beyond 2000°

utput contmued to dechine.
dsell said output had
largely been on the wane since
the halcyon days of the early
1970s with production at
around 1 000 tons.

He said he could not g1ve an
estimate because much depend-
ed on the dollar/rand exchange
rate, although hé dented that
SA’s gold potential had been fil-
Iy explored ..

™

He saad the exhausted fields
notion was “quite wrong”. ° .

“SA 18 well placed to be a
player of significance mto the
21st century,” Godsell said, al-
though he recognised the chal-
lenges of dechning grades’ and
mature mines

Of the country’s 82 praduc-
ers, three had outputs greater
than 50 tons a year and one was
1 excess of 100 tons — Reuter.,






All signs point to higher profitability from December thanks to higher prices

By CHARLOTTE MATHEWS

Johannesburg — Hopes are high
that the next round of quarterly
results from the gold mines will
show a distinct profit improvement
over the December quarterly fig-
ures, mainly because of an improve-
ment in the gold price

The reports are due to start in
the muddle of the month

One gold analyst said the aver-
age gold price during the March
quarter was about R48500 a kilo-
gram, about R3 500 hagher than n
the December quarter

Total gold production was likely
to be shightly lower because of the
public holidays over Christmas
Traditionally, figures from about
December 21 are mcluded i the

March reporting period, rather than

the December quarter
Analysts remamned negative
about prospects of any significant

productivity improvements being
realised in the past three months,
though some felt Anglo American
could show some gams

Within the Anglo Amencan sta-
ble, Vaal Reefs, South Vaal and
Western Deep Levels were believed
to have hfted production figures
Measures taken at Freegold, includ-
ing the most recent announcement
of the merger of the President Steyn
and President Brand munes, could
have helped profitabilrty

One analyst saird the runes
needed to refurn to 1994 production
levels, boosted then by nsing expec-
tations over the general election

In response, management was
trying to reiran workers In the

longer term, the pohicy of making
workers multiskilled and giving
them more responsibility for man-
aging themselves, combined with
bonuses, would probably boost pro-
ductivity But this could take
another two years, the analyst said

Oryx, Blyvooruitzicht and East
Dagga are holding nghts 1ssues or
undergoing capital reconstructions
Oryx 15 planning to raise R604 mul-
hon and Blyvoorwtzicht R40 mul-
lion East Dagga 1s altering its capi-
tal structure partly to gan access to
institutional capital to fund new
projects

The timing of these offers had
probably been determined partly by
the gold price, which helped sentr-
ment, and partly by the pressing
need for funds, analysts said

The market does not expect any

s
major announcements from this set
of quarterly announcements But
analysts suggested that there could
be a statement from Eastvaal in the
next few months on the develop-
ment of 1ts infrastructure and an
announcement on the consolidation

of ownership at Evander Yy
There could also be details of ¢
discussions between Deelkraal;

which has been looking at financmng
options for the development of its
Number 1 tertiary shaft and Elands-
rand

There has been speculatton that
the best way to raise funds would
be to allow Elandsrand to mme the
area not reacdily accessible to
Deelkraal through a tribute agree-
ment, or for Deelkraal to sell the
deeper part of its mine fto
Elandsrand
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Gold price expected to ”
boost mines qua%s%w

David McKay cut their workforces last month, has sold control of four
Overzll earmings after capital —munes to Randgold and 1s pushing
THE gold mdustry would show expenditure were expected to be ahead with plans to merge 1ts
the benefit of a higher gold price  about 15% above last quarter’s Evander operations
and operational ynprovements m  R150m performance. Analysts saxd Gold Fields of
results for the March quartet, de- The reduction m tax on post- gA’s Leeudoorn and Libanon
spite damage inflicted by public capex profits fo a maximum 46% would show some Tecovery while
holidays at the start of the period, irom 53% announced 1n the Bud- productivity bonuses at Deelkraal
analysts said at the weekend get was also hikely to benefit the would start to make an impact as
The quarterhes, which kick off figures sdvance rates picked up The
today with Gengold, would_ be Analysts expected Anglo Ame- Leeudoorn and Libanon opera-

characterised by lower tons milled rican to show the strongest pro- tons recorded losses i the De-
which could leave production ductivity gamns, with most eyes on cember quarter of R17m and R8m

down about 5% on the previous 1ts mamstay Freegold respectively

three months at 125 143kg — Anglo retrenched about 3 400 But analysts were sceptical

mainly the resuit of public hoh- from the operation at the end of that Deelkraal — which needs re-

daysin January last year and the fate of another financing — would break even
But analysts said revenues 10 000 Freegold workers on uil- Anglovaal’s Hartebeestfontein

would be lifted by a higher aver- profitable shafts 18 due to be dis- mIne would show some 1mMprove-
age gold prce at $400,09/02, closed as the group announces ts ment, but advance rates at the
agamst the December quarter’s March quarter performance The Eastern Transvaal Consolidated
average $385,2%/0z threatened shafts moved to a 12 operation had been hampered by
Revenues would be further days on, iwo off shift in February, heavy ramfall iIn Mpumalanga
boosted by the rand’s 14% depre- but Anglo has warned the dJan- Analysts said Randgold’s Bly-
c1ation simnce midway through the uary performance was poor voormtzicht would be 1ts strongest
quarter Gengold had also heavily re- performer, amd higher output
Costs were likely to have been structured, though analysts said and cost cuthng, with Durban
reined 1, as the mines embarked the fuil venefits would not be fel Deep also offermga good showing
on determined productivity drives 1n the current quarter The group Western Areas was again €x-
hich had already led ceveral to shed 1800 jobs at Winkelhaak pectedtostar for JCI

__which had already led severs 78— e
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m’ﬁes adds uﬁm
to Gold Fields )
David M af'tif'qé 214~

GOL elds of SA hfted after-tax
profit 11% to R298m for the March
quarter after an 1mproy ed gold price
and an outstanding performance from
Ea-t Drnefontein mine gold executive
director Alan Munro said yesterdas
Other highlights included profit vl
R5.8m from Northam Platimum whach
had cut costs and was showing ~1gns of
turning the corner The mune recorded
a loss throughout the vear, mluding a
R22 7m luss 1n the previous qaarter
Base metal and platinum executive
director Peter Janisch waid the yestits
ndicated a penod of recovery tor
Northam
A stronger average pold price of
R47 945/kg countered the eftect of the
decline 1n gold production to 24 00oky
(94 524kg) The increased gold price
hfted Gold Fields gold division Tes-
enue by R42m to R1,2bn, Munro ~aid
Total working costs were 'owert al
R827m (R837m} which translated into
a margnal ncredse in unit working
Costs from R34 142/kg to R34 460 he

See Page 13
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David McKay

AN INCREASE 1n gold production
at East Dniefontemn and a lugher
average gold price bolstered an
otherwise disappointing quarter
for Gold Fields of SA’s gold divi-
sion, executive director Alan
Munro said yesterday

The average gold price was
R47 945/kg  (R4b 202/kg) East
Driefontemn hfted working profit
to R157,.4m (R100,7m) despite the
interruption of production by an
underground fire The fire had
been extingmshed and the afiect-
ed area would become operational
by the end of April, Munro said

Gold production increased to
6 740,7kg (5 920,0kg) due to -
creased stoping from the No 4 sub-
vertical shaft area
*  An mcrease 1n tonnage mlled
at a shghtly reduced yeld —
which 1n the March quarter was
1,8g/t (9,2g/t) — was lhikely to be
fachieved 1n the next quarter,

As a result of East Dnefonten
mine’s gerfnrmance, Driefontein
Consolidated, which includes the
West Driefontein mine, mncreased

rofit after tax to R217,7m

R177m) Although Deelkraal re-
duced 1ts after tax losses from the
last quarter from R6,5m to R1,3m,
Kloof Gold Mining Company Lim-
ited’s mines produced poor perfor-
mances as all three mines failed to
lift gold production on the last
quarter, Munro said

Labanon reduced gold produc-
tion from 2 300,9/kg to 2 131,8/kg
and 1mcreased working costs
shghtly from R112,4m to
R113,6m The mine’s working loss
mcreased from R8,2m to R11m in
the March quarter

Leeudoorn, meanwhile, report-
ed increased working losses from
R17,5m in the December quarter
to R19,6m 1 the current quarter
as gold production fell to
1 537 6/kg (1 730,0/kg) due to ge-
ological discontinuities

fit figure
algab ()

contimue to experience dfficult
mining conditions during the cur-
rent quarter which would restrict
tonnage milled

Kloof reduced gold production
to 5 971,6/kg (6 771,3/kg) for the
quarter, while costs mcreased to
R30 656/kg (R27 414/kg)

Kloof mine decreased working
profit to R104,8m (R121,3m) with
public hohidays contributing to
production losses.

Munro said underground pro-
duction at Kloof was mterrupted
by an unlawful strike at the mine
durng the quarter.

However, the mine completed
the refurbishment of, I:ium mng
equipment and shaft steelwork in
addition to other underground n-
frastructure Munro said tonnage
milled at Kloof was expected to in-
crease in the next quarter while
the yield of 13,5g/t (14g/t) was ex-
pected to be mammtained

Kloof Gold Mining Company
reduced profit after tax to R81,om

e ———— e —

ast Driefontein boosts
rold Fields’ pro

Munro said Munro said Leeudoorn would (R97,6m), hesaid.
i
GOLD FIELDS OF SA Tons Yield| Goldd| Costsper| Costsper Price] Net profit Profit| EPS after
arch Quarter milled ofton| produced|ton mitied] kg goid| received 000s after capex
000s kg R| produced R/kg capex cents
. . HR o RO0O0s
JEAST DRIEFONTEIN 570 11.8] 6741 2895 24482 47840 — —

: Elegamher 645 9,2 5 9:20 2@9& 38 26?; ) 45 2§E o= - =
IWEST DRIEFONTEIN 640 93] 5938 2987 32190 48128 217774 97,3 47,7
| December 640 96| 6123 302,7] 31565 45170| 177029; 45 22

KLOOF 442 13,6] 5971,6 414 30686 48212 — — —

” December 485 140 6771,3| 3827 27414 45326 — — —
|LEEUDOORN 305 5| 15376 3045 60445 47697 — - —
December 332 b,2 1730 288,6 55 402 45 293 - —_ —_

|LiBANON 385 55 21318 0o05| 53323 48134| 81522 17,2 12,4
| December 414 56| 23009 2715 48856 45295 97618 25,1 18,1
DE‘FLKRML 288 58| 16833 2023 48203 47448 (1384) (115  (11.6)

1 December 290 5,8 16791 2855 493121 45246 (6552)) (129) (199

-
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\Angld;aal’s gold mines

report 59 %

By JOHN SPIRA

March quarter

Total profit after tax rose from
R34,8 mullion i the December quar-
ter to R55,4 mulhon, largely because
of a dramatic improvement at

Hartebeesfontein

Aggregate group gold produc-
ton mcreased from 893lkg 1o
9 025kg, the average gold price
received for the quarter rose from
R45 059 a kilogram to R48 420 a kilo-
gram and capital expenditure fell
. from R13,2 mulhon to R10,4 milhon
.  Hartebeesfontem’s taxed profit

rose 75 percent to R48,6 mulhon

Harties share price

Johannesburg — Gold mmning com-
pantes n the Anglovaal Minerals
group achieved a 59 percent
improvement in taxed profit m the

profit rise
it ) promn)i8)u] 9

because of a higher gold price
received, well-mantamned  costs,
improved mull throughput and a
hugher yield Loraine emerged from
the red with a taxed profit of
R25 mullion  followmg  the
December quarter’s R1,8 mulhon
loss

The improvement 1s almost
entirely ascribable to the higher
gold price because production was
adversely affected by an llegal
strike in January

Eastern Transvaal Consohdated
disappownted, prncipally because
of heavy rams which caused power
fartlures and floodmng at the Sheba
and New Consort mines

In addition, grades at Sheba did
not meet expectations Taxed profit
dechned from R7milon fo
R4,1 nuthion

The company will soon be
implementing 2 plan aimed at
matching costs more closely to rev-
enue and capital expenditure

It expected profitability to be
adversely affected thereby mn this
fimancial  year, with “much
improved results” likely to accrue n
the following financial year

Village Mamn Reef, where mull
throughput ceased m the December
quarter, reported a taxed profit of
R213 000, down from R1,8 mulhon.

Operations during the quarter
were confined to clean-up activihies
m the gold plant

These would continue in this
quarter “as long as they remamn
viable”
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ANGLO American’s gold and ura-
nium division boosted available
profit 66% to R225.4m for the
March quarter, benefiting from
the higher gold price durng the
quarter under review.

Gold produchion decreased 4%
to 54 478kg, but gold revenue for
! the quarter averaged at
RA8 599/kg, a 5% mcrease.

Working costs decreased mar-
ginally to R2,2bn, but umt work-

costs were 3% higher at
R39 931/kg produced

:ohlicht of the group’s results
was the remarkable performance
by Elandsrand Gold Mining Com-
pany which increased available
profit 78% to R22,8m.

Chairman Bobby
tributed the increase to gher
gold production combined
the higher gold price.

Gold production rose 8% to
4 050kg. Tonnage milled was
slightly lower at 528 000 tons —
December guarter: 533 000 tons
__but the average yield improved
9% to 7,67g/t.

Godsell said the mine was be-

inni gtoreapthebeneﬁtsoffun-
ental restructuring in whi
employees were trained in a range
of different skills to complement
one another.

This could be a signpost for oth-

er gold mining companies in the

ing to a 17% increase in total
revenue to R200,7m.

Unit costs were 6% lower at
R34 474 a kilogram produced, the
cost of sales increased

Free State Consolidated Gold
Mines (Freegold), where
shafts could close in the future, re-

ported an available profit of
R56,4m compared to the previous
quarter’s loss of R5,1m. This in-
crease had resulted from the high-
er gold price, 11 said.

e admitted that this increase
had been from “a miserable base”,
but cost of sales decreased to
R988m (R1bn) leaving gold profit
28% hgher at R67,4m. Freegold
hoped to produce a quarterly prof-
it 1 the new financial year which
was at the level of the quarter un-
der review, 11 ai

Vaal Reefs re

2% to

ﬁmz,ﬁ&?hsmthgodﬂ e e
on de-
clined by 6% to 8 763kg.

However, the higher grade may
not be maintained.

Unit ing costs rose 6% to
R38 480/kg while cost of sales in-
creased to R350,2m (R327,2m).
Gold profit for the company was
10% higher at R91,5m.

Ergo had increased available

rofit marginally to R16,2m
?Rlﬁm) in spite of disruptions
caused by heavy rainfall and pow-
er cuts, said.

An increase of nearly 7% 1

kilogram sold to

[ - T
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cigar in mines’
quarte

NOT bad, but conld do better 1s the
message from most of South Africa’s
gold mines reporting quarterly re-
sults this week

The rand gold price was at high
levels throughout the period Gold
Fields, which does not hedge any pro-
duction, achieved an average gold
revenue of R47945/kg, Gengold,
which had lttle hedging mn place,
earned R48 025, limited hedger An-
glovaal achieved R48 420 and Anglo
American was the smartest at
R48 599 for the quarter

Anglo had the best quarter, no-
tably at Elandsrand and the
turnaround at Freegold Bobby God-
sell, chairman of Anglo’s gold and
gramum division, says that four of
the five Freegold shafts threatened
with closure have mmproved their
performances sufficiently to escape
They can get by with gold above
R50 000/kg

However, Freddies No 9 shaft
needs a gold price of more than
R60 000/kg even to approach viabil-
ity Its ore reserve has been almost
depleted and the shaft 1s to be closed
after the shaft pillar is taken out

Anglo says 1t will try to minimise
retrenchments by placing people
elsewhere 1n the group Past expe-
rience suggests that about half of the
1 200 employees can be retained

Freegold made R56-rmilion for the
quarter against December’s Ro-
million loss Tonnage was reduced by
design and yield was up at 6,1g/t

Mr Godsell warns that Freegold 15
by no means out of the woods He
says that the wage bill 1s about Ra(u-
million a quarter, which would be
another R50-million if 1t were 1o rise
by 10% — the quarter’s profit

“The search for more quality
shifts continues Management seeks
a way of meeting employees’ aspl-

| 5 -
oo ®

WATCHFUL Anglo’s gold marketing director, Kelvin Williams, who says the market lacks convtclio
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By JULIE WALHER

rations 1 a way that does not put
more people out of jobs and make
more of the company’s gold reserves
unpayable ” He envisages some
form of pay package based on pro-
ductivity or on the rand gold price

Kelvin Willams, Anglo’s gold
marketing director, says American
fund-management buying of gold
was belind the metal’s rise earlier
this year “When the price flagged,
gold was sidehined, but not all the
posiitons were squared at the same
time We believe that most of the
long positions have now been
squared” He says the market now
lacks conviction, and that while fun-
damental demand for gold 1s strong,
the offtake from the Far East 1s not
as good as 1t was last year

A fall mn pohitical and economic
confidence is driving investor atti-
tudes on the rand, but Mr Willhams
notes that no market goes one way
forever “We are not unhopeful of a
stable dollar gold price and better
rand receipts this year ”

High rainfall negatively affected
several mines through flooding and
power interruptions Dump reclama-
tion operation Ergo lost 7% of its
tonnage and had no chance of making
it up as the plant always runs at ca-
pacity ET Cons 1n the Anglovaal
camp suffered flooding at both Sheba
and New Consort as well as a grade
fall-off at Sheba Some job-loss 18
likely at the mine as several oper-
ations are reassessed, especially
Royal Sheba and Agnes

At Gengold's Grootvlel, the water
level rose to 20m above the pump
station and was rising at a metre a
day Sinkholes up to 25m across ap-
peared on the mine's surface, 1nto
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which milhons of htres of water
poured, necessitating the construc-
tion of causeways

Gengold has handed over the man-
agement of and shareholdings in four
mines, Grootvlel, Bufielsfontem,
Stilfontein and Umisel to Randgold
following approval this week of the
R126-mllion deal

Gengold had hoped to be able to
g1ve details of the merging of 1ts four
Evander mines plus other land and
rights this week, but says they are
coming soon

Gengold management was ac-
cused of sweeping bad things under
the carpet there was no mkling of
problems at St Helena and at Kin-
ross, where working costs were
sharply agher m addition to the
shearing of the drum shaft on the
winder at No 1 shaft The mine lost
10 000 tons of production and three
weeks of development Gengold says
it put out a press release about Kin-
ross which the local press ignored

Gold Fields’ East Driefontein
mine had a halleluyjah quarter, ac-
cording to Alan Munro, head of the
gold division West Driefontein was
fair, and the consolidated Dries
made R218-million in the quarter,
R40-million up on December

But the group’s other mines were
less fortunate Anillegal strike at the
Kloof division of Kloof Gold Mining
affected underground production ad-
versely The intersection of geolog-
1cal discontinuities continued to af-
fect underground production at
Leeudoorn and the grade 1s too low
“We haven't given up on Leeudoorn,”
says Mr Nunro

Deelkraal cut its loss by three
quarters to R1,4-milhion and expects
a shght tonnage increase at mam-
tamed yield this quarter Its long-
term future 1s under consideration
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Randgold reels

By JOHN SPIRA

Johannesburg — Randgold gen-
erated attributable earmings of
R21,5 million 1n the six months to
March 31 this year In the same
penod last year, attributable earn-
Ings were R405 000

Interim earmungs a share rose
from 1,1c to 56,1c The group
earned 60,5c a share in the 12
months to September 30 last year

“Fighteen months ago Rand-
gold was a small bankrupt com-
pany We've come a long way
since then,” Peter Flack, the chair-
man, said yesterday

The two half years are not
comparable The earlier six
months included the operating
results of First Wesgold Mmung,
whose assets were sold, and the
second six months contained an
above-the-line protit on the sale of
mvestments worth R14,8 million
and an exceptional item of

R17,7 million arising from the
cancellation of the Blyvooruttzicht
management contract

Funds from the sale of the

shares will be used to acqure
mimng assets from Gengold, to
underwnte the Blyvooruitzicht
rights 1ssue, for the redemption of
preference shares and for future
acquisiions

Exploration expenditure rose
sharply, from R7million to
R12,6 milhon Local exploraton
activittes continue to be focused
on the evaluation ot Randgold’s
extensive mineral-nghts porttohio

Two further joint-venture
agreements have been concluded
and four are in the tinal stages ot
negounation

Agreement i prinaple has
been reached with an Australian-
based resource company to sell all
or part of Randgold’s interest 1n
Transvaal Gold Mining Estates

The directors beheved the
company was well posihoned to
take advantage of new invest-

- ment opportunities, a number of
. which were being mvestigated

“With the completion of the
Gengold Limited transaction on
April 18, the profits from ‘these
acquisttions will have a sigruficant
effect on earnings in the second
half of the year” the directors
sad x

Resources vehicle explores new ground

By JoHN SPIRA

Johannesburg — Randgold
Resources, the company mcorpo-
rated in August 1995 as Rand-
gold’s exploration and develop-
ment vehcle for its interests out-
side South Africa and Namibsa,
has been making very good
progress

It 18 now self-funding after a
private placement of 945 000
shares at $10 a share, 1t boasts 130
gold exploration targets, 11 of
which are advanced, at Golden
Ridge in Tanzama a “significant”

1,5 mulhon-ounce gold resource
has been delineated, a new jomnt-
venture partner has been
acquired for Burkina Faso, and
three new permits have been
acquired m west Africa, raising
the group’s total groundholding
there to 11 500km?

Randgold Resources’ total
expenditure for the six months to
March 31 was $3 mullion and
estimated expenditure for the

year ending m September 15
$7.5 million, at whach date its
cash resources are expected to

total $7 mullion

‘T

Flack

CONFIDENT Randgold's Peter

in_ R21,5m interim earnings
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LONG WAIT Retrenched ERPM employees wmt outside the Pretoria industrial court yesterday The
case has been on the go for two years
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David McKay

NEW Anglo American
gold and vramum diva-
sion chairman Bobby
Godeell does not believe
the recently adopted
shift system at some
shafts at the group’s em-
battled Freegold mine is
the panacea for SA’s
B g gold mimng
industry

He warned there was
a danger of becoming too
emphatic about the shaft
system at Freegold

It had suited some
Freegold shafts, but
would clearly not swt
other shafts, he smd,
waving away any sug-
gestion it could be imple-
mented easily as a solu-
tion at other marginal
shafts in the fature

There 18 somethmn
about Godsell — a kin
of good-humoured but
wily scepticism — that
rules out guck-fix solu-
tions For example, he 15
equally cautious about
the much vaunted “full
calendar  operations”,
hailed by some market
watchers as a sure thing
for future profit-takin

While full calendsar
operations were on the
increase m the SA gold
minming fratermity —
JCI's Western Areas and
gsome Gold Fields mines
are known to be interest-
ed 1in the 1dea — Godsell
wasg of the opinion 1t dad
not swt certain mines
the Anglo stable

What Godsell 1s
proposing, however, 18 a
change 1n the mindset of
gold mune management
away from volume-chas-
ing to a profit-orientated
approac

Historically, SA
mines have chased vol-
umes When the gold
price was high, volumes
were high And when the
gold price fell, 1t was a
matter of survival,” he
said

“SA mining has to re-
alise that 1t must become
Fuﬁt-dnven — a pro-
ound philosophical
change from the way
mnes have been run

simce 1930
“I want to get out of

the retrenchment busi-

ness,” he saad

He believed a change
in the basic understand-
ing of how mines were
managed would enable
him to do that

Volumes at Freegold’s

Samfgaaﬂ No 8 and 4
sha and at Western

Holdings No 8 and 7
shafts were cut by half
when 1t was realiged that
they were endangennﬁ
the chances of a dividen
decldration and foture
capital development.

Management at Free-
gold has expressed a
willingness to extend the
fwo-month-old shift
structure at Sasiplaas
No 3 and 4 shafts There
is every reason for doing
just that

Without the newly
implemented “12 days
on, two days off” shift
system, these shafls
would have been closed
with the loss of several
thousand jobs

Anglo American an-
nounced at the division’s
December quarter that
these shafts, and a group
of others at the mine,
were preducing at losses
which could not be sus-
tained It was suggested
that 10 000 jobs would
be shed if the endan-
gered shafts closed

One ray of hope on
this grim prospect was
the group’s willingness
to review any possible
ideas that would save
the shafts

The solution, ham-
mered out between the
NUM and the groupmn a
one-day intensive sum-
mit — proved to be a
coup for good manage-
ment-labour relations

Labour agreed to
work a shift system m
which 12 consecutive
deys were worked, not
including pubhe hok-
days, followed by a two-
day break

The proferred reward
was job retention

The plan proved a
success — at least for the
March quarter

One of the key ques-
tions asked at the sum-
mit asked how cost effi-
ciencies at some of the
Freegold shafis could be
maintained

The aam, Godsell said,
was to have each em-
ployee operate at a face
advance of 6m to Tm a
month

“Talks were decen-
fralised and looked at ev-
ery possible avenue, m-
cluding changing the
mme design

“The unions showed a
genuine willingness to
co-operate,” he smd

At the March quarter
report-back, Godsell told
analysts and the media
that most of the shafts
had been saved

Freddies No 9 shaft

MANAGEMENT

Mine shift system ‘no
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Anglo American gold and uranium division chairman Bobby Godsell wants to get
out of theretrenchmentbusiness

was the one casualty,
with the result that half

of the 1200 jobs there
would be lost over the

next two to three
months

Godsell said there
were lessons to be

learned from this last-
ditch attempt to save
some of the Freegold

shafts

For mnstance, the ex-
ercise confirmed that
Freegold was a series of
remnant orebodies —
some closer to extinction
than others — that
wotld have to review 1ts
profitability levels con-
stantly “There are no
more than three to five
large and consistent ore-
bodies at the mine

Of course, this did not
put an optimnustic slant
on the mine 1 the long-
term As 1t aged, travel-
ling times were longer
while trammmg and

hoisting costs increased,
he said

However, Godsell
said that he had a better
understanding of the
mmne as a whole and be-
lieved 1ts shafts could re-
main profitable for some
time to come

Godsell took over the
remns of divisional chair-
man from Clem Sunter
on March 1 At the time
of his appointment, ana-
lysts sard Godsell’s back-
ground in labour rela-
f1ons was erucial

They aited hus expen-
ence as a director of the
group’s 1ndustnal rela-
tions department and as
head of its corporate

communications depart- < duction for last year
ment as a vital part of fallen

the corporation’s new ap-
proach to 1ts gold mming
activities

“Anglo has realised
that 1t has to do some-
thing positive to over-

come 1ts productivity
problems and deal with
the unions more ade-
quately,” one analyst
said

The SA gold mining
industry, m its heyday,
produced 70% of total
world gold production
This figure has reduced
to about 25% of world
gold production now, ac-
companied by the high-
est average costs 1n the
world It had, conse-
quently, reduced its total
workforce from half a
million Eeuple to about

350 000 by mid-1995
The

Mmes reported early
,this year that gold £rn-

ad
10,6% to
922 376,7kg from 1994’s
production figure This
represented a loss of rev-
enue and foreign ex-
change of about R2,8bn,
the chamber said

|

Chamber of



David McKay

THE gold mdustry had
relled heawvily on the
higher gold price for 1ts
March quarter perfor-
mance, with the mming
houses yet to prove they
could bring costs to heel,
analysts said yesterday.
Although total distr-
butable income rose to
R420m from R1556m 1n
the December quarter,
according to figures from
Frankel Pollak, produc-
tion figures painted 2
less favourable picture.
Ore mulled shpped,
and though average

Goldp cQ

b

elds rose 3,4% quarte
on quarter to Just under
5g/t, gold production fell
3,8% from the December
quarter to 117 438kg
Average working costs
increased to R39 809/kg
(R38 577/kg).

The bottom line had
been lifted by an average
gold price ahead at
RAS 480/kg (R45 589/kg)
and capital expenditure
was down at R&676,3m
(R652,2m).

“How - would things
have looked had the gold
price not risen?” Frankel
Pollak analyst Trevor
Pearton agked.

s on

t mines
Analysts saxd mines
operated by Randgold
and Gengold had led the |
field m cutting costs.

Randgold’s Blyvoor-
mtzicht had cut its work-
mg cost to R43 637/kg
(R50 253/kg).

Poorer performers in-
cluded Anglovaal’s East-
ern Transvaal Consoh-
dated, JCP’s HJ Joel and |
Anglo American’s West-
ern Deeps.

Joel’'s working costs
rose to R49 787/kg from
RA2 655/kg -

All miming houses,
bar Anglovaal, sustained
lower gold production,
with JCI and Gengold
suffering respective falls
of 6% and 7,3% on the
previous quarter., - -

JCPs yields slipped.
3,6%, to "an average
4 01g/t, ‘with mamstay
Randfontein Estates the
main culprit .

JCI ~— the only major
to sustamn lower pre-
capex mcome for the
quarter — said earlier
this week that, it had
been hard hit by public
hohdays at the start of
the quarter.

Anglo -~ American’s
Freegold, which granted
four threatened shafts a
stay of execution, had
been one of the main
winners for the quarter.

“But the mine has on-
ly won the battle, not the
war,” an Edey Rogers
gold analystsaid. -

TFergusson Brog ana-
Iyst Dean Cunningham
said Gengold’s’ Beatrix
had been a star per-
former,- and had mawm-
tained margins, while
ImMproving ore reserves. .

Anglo’s mines had al-
so performed well, espe-
cially South Vaal and
Elandsrand. The latter

Nifted . available profit
78% to R22,8m from the

1 previous three months

Capex to deepen El-
andsrand’s sub-vertical
shaft would cost between
R80m to R100m ayearin
the next two years, eat-
ing into earnings.

Thereafter the mine
would be a “wonderful
performer”’;hesaid -

The full benefits froin
the stronger rand gold
-price, hovering at -about

53 000/kg, would- flow
through during the June’
_quartér i ah N S
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Amalia Gold reports R37m profit
er(ee)zq ly 96214 >
FrROM SAPA gold“proposes to list on"the alternahive

Johantesburg — Amalia Gold Mming and
Exploratton Company will report a substantial
profit today of R37 rullion in the six months to the
end of last month

This was achueved through the sale of its
Zimbabwean nterests in Minehead Mining for
R39 mulhion to the London-registered Common-
wealth Gold (Comgold), the company said

George Julyan, the chairman of Amaha, saxd at
the company’s annual meeting that their mining
costs during the six-month period were R1,8 mul-
hon and admurustration costs R1 rllion

The Minehead purchase arose from South
African foreign exchange restrictions on financing
a Zimbabwean project with South Africa as a base
It was decided that Comgold would be given the
option exercised on March 29 to purchase
Minehead for £7,5mithon — the consideration
comprising a cash payment of £1,25 miliion and
62,5 rullion Comgold shares at 10p a share whuch
equated to R45,2 milhon, a substantial capital gain
for Amalia Thus was still subject to Reserve Bank
approval

mvestment market of the Lund::m Stock Exchange
by the end of next month — and should 1t achleve
its expected listing price of 25p a share, the trans-
achon could be worth R107,5 mullion, or 172¢ a
share, to Amalia

Julyan outhned the developments within the
group n southern Africa and internationally dur-
Ing the six months under review

“The core business of our company is the oper-
ation of shallow and surface gold muung deposits
and we are pursumng these goals in South Africa,
Zimbabwe, Botswana and elsewhere in southern
Africa and the Pacific Rim area via our mterest in
New Zealand,” he said

“Amahals strategy 1s to position itself to take
advantage of the anhcipated relaxation n
exchange control and become a significant world
player through 1ts deployment of South African
minung expertise and capital

“We have already taken mportant steps mn this
dwection by appomting our main board director
Mike Hawarden — formerly an executive director
of JCI — as chairman of Commonwealth Gold,”
said Julyan
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Randgold moves
to acqégjrgm ! 1NCS

David McKay

RANDGOLD’s expansion plans
moved up a gear at the weekend as
the miming house announced talks
to buy two listed marginal gold
mines worth nearly R85m.

The group said it was negotiat-
mg to buy the entire share capital
of Consohdated Mimng Corpora-
tion’s West Wits and Benoni Gold
operations

West Wits, worth R57m on the
JSE on Friday, would be bought by
Randgold’s Durban Roodepoort
Deep operation East Rand Prugn-
etary Mines (ERPM)} would buy
Benom, worth R27m.,

The deal would be funded by is-
suing shares in Durban Deep and
ERPM, which were capitalised at
R257,4m and R476,1m on Friday

Randgold commercaal director
Brett Kebble said the group’s strat-
egy was to bring properties under a
single overhead to reduce costs.

He said the companies were still
negotiating, so he could not detail
the investment mvolved

Durban Deep’s tie-up with West
Wits would allow Durban Deep to
process some of 1ts material at West
Wits’s metallurgieal plant. Durban
Deep’s gold output stood at 471kg
for the March quarter, with West
Wits’at 6560kg

West Wits lost R9,3m before ca-
pex for the March quarter, but said
Randgold had undertaken a geolog-
1cal evaluation which defined 1nds-
cated resources of 7,2-maihon tons
at 1,77g/t

Kebble said Benoni would han-
dle tonnage mimed from mneral
rights on properties owned and ad-
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jacent to ERPM ERPM would seek
to 1mprimnt its lower cost structure
on Benomi to hit its profitablity.

ERPM’s gold production was
1650kg for the March quarter,
while Benoni turned out 508kg

Randgold said last week that it
was starting a string of invest-
ments to secure the long term fu-
ture of 1ts operations.

Its Free State Harmony opera-
tion was purswing talks with Anglo
American to lease infrastructure
from Freegold’s threatened Saai-
plas No 3 and 4 shafts, and it was
planming to develop further miner-
al rights in the East Rand

It bought Doornfontemn from
Gold Fields, mergmg 1t with Bly-
vooruitzicht, and had taken control
of Gengold’s Buffelsfontem, Shl-
fontem, Unisel and Grootvles.
Unisel was to merge with Harmo-
ny, while Grootvlel would feature
m 1ts East Rand mineral rights
plans.

Randgold’s operations lafted pre-
capex income to R30m 1n the March
quarter, against a R39,4m loss 1n
the previous three months

m———
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\naly sts describe terms for West Hits as unclear

‘Bew mﬁgﬁﬂmﬁm

By John Spira

CEP_TY EDHTTP

Johannesburg — The terms of Dur-
ban Deep’s ofter to acquire West
Wits have bewildered shareholders
and experienced ninimg analysts

Analvsts contacted by Business
Report atter vesterday’s announce-
ment were unable to account for
weveral kev features of what one
described as “the most confusing
otter document [ have ever seen”

[n terms of the offer, Consolidat-
ed Mining, the controlling share-
holder ot West Wits, has advanced
R15 mullion and 1s obhiged to offer
R20 million more on loan account to
West Wits

The loan account will be ceded
by the company to Randgold’s
Durban Deep n exchange for the
1ssue of renounceable letters of allo-
Lation to 921 000 new Durban Deep
linked urats

Each linked umt will comprise

one new Durban Deep ordinary
share and one option The option
will entitle the holder to subscribe
for one new Durban Deep ordinary
share at R55,00 a share in the next
four years

The Durban Deep linked uruts
will be offered by Conschdated
Minung at 38,00 a linked urut to
West Wits shareholders and option
holders

The management agreement
between West Wits and the compa-
ny has been ceded to Durban Deep
for a consideration of R1,00

West Wits ordinary shareholders
were offered one Durban Deep ordi-
nary share and one Durban Deep
option for every 100 shares held

The announcement places a
value of R45,50 on the one Durban
Deep ordinary share offered and no
value on the option, concluding
that, with 100 West Wits valued at
R63,00, West Wats ordunary share-
holders suffer a 27,8 percent decline

in market value

West Wits preferred ordinary
shareholders are offered six Durban
Deep ordinary shares and six
Durban Deep options for every 100
preferred share held

In this case, the options are
given a value of R19.00 each but are
not included m the calculation
which reveals that the preferred
ordmary shareholders will enjoy a
56 percent umprovement in market
value

West Wits option holders are
offered one Durban Deep ordinary
share and one Durban Deep ophion,
the net result of whuch 1s that they
meur a 67,5 percent decline in mar-
ket value

All of which raises the following
periinent questions

(] Why are the West Wits pre-
ferred ordinary shareholders being
offered so large a prerrutum on mar-
ket value, while West Wits ordinary
shareholders must take a discount

> offer from D

s |
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and the West Wits ophon holders an
even deeper discount?

Why has the management
contract been ceded for as httle as
R1 when price tags running into the
malhions were placed on other such
contracts mvolving Randgold?

The mtnigue deepens with the
discovery that Randgold owns
nearly half of the West Wits pre-
ferred ordinary shares n 1ssue,
perhaps explamning why the Rand-
gold-inspired offer has so obviously
favoured the preferred ordinary
shareholders

An explanation offered by one
analyst 15 that the superior offer to
the preferred ordinary shareholders
15 instead of the cession of the man-
agement contract

“1 reckon the contract 1s worth in
the regron of R20 mullion, whuch 1s
about the same as the benefit
Randgold will reap from the
enhanced value placed on the West
Wits preferred ordinary shares

n Deep

214.)

“My guess 15 that the deal has
been constructed m this way fo
make 1t as tax effective as possible
for Randgold,” said the analyst

But there stll remaimns an ele-
ment of mequuty n the treatment of
the different classes of West Wits
shareholders, bearing in mund that
some 8 million preferred ordinaries
are not held by Randgold

“The deal appears to be fait
accomply,” said another analyst

“There would be no advantage
to any class of West Wits sharehold-
er i not accepting the offer Even
so, I would like to see some search-
g questions raised at the meeting
to approve the arrangement,” the
analyst said

An analyst based i London sad
he behieved the Durban Deep linked
wuts would be an attractive
investment

“Td hkely be a buyer of the
renounceable letters of allocation
when they come to the market ™

L
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Amaprop hit
hard by city’s
loss of business
By Audrey d'Angelo

Cape Town — Anglo American
Properties (Amaprop) has been hat
hard by the departure of busmesses
from Johannesburg' city centre,
ending the year to March 31 wath an
aHrbutable loss of R48,9 mulhon,
the company said yesterday

Properties in the city centre
made up 51 percent of Amaprop’s
office portfolio

The directors said that the
property write-off of R39,3 milhon
and the provision of R88,6 nullion
for future losses on head leases
resulted from “the deteriorahion in
Johannesburg ity centre trading
conditions and property market
values”

They said the provisional loss of
income on head leases was partly
offset by a deferred tax credit of
R20,6 malhon

Gerald Leissner, the company
chairman, said that a net charge of
R57,6 million after deferred taxation
was reported for the year

Slimes processing boosts
Lydex to a R3,37m profit

By John Spira

Johannesburg -— Lydex Exploration
achieved a profit of R3,37 mullion
for the six months to March —a
more than 10-fold increase on the
R303 000 earned in the same pertod
last year Earrungs at the share level
were 23,7¢ (2,2¢)
The steep improvement came on
the back of high-volume processing
of slimes material from ERPM

More than 3,1 mallion tons of
slimes material was processed
through the Ergo plant at an aver-
age of 520000 tons a month, pro-
ducing 976kg of gold from which
revenue of R57milhon was
derived

Peter Bieber, the chairman of
Lydex, expected the processing of
the ERPM matenal to continue for a
further 16 months to achueve the
ongmnal target production of
10 450kg of gold

Bieber said Lydex’s three current
drilling projects — the Red River
Hard Rock ilmenite exploration
programme, the Morrua tantahte

deposit n Mozambique and the
Trodex plabnum project near
Tzaneen — were looking positive

The potential of a number of
other muneral projects i South
Africa and elsewhere in Africa were
also being assessed

Bieber said discussions were in
progress with Harmony over its
potential acquisihion of Lydex’s
25 percent  stake  m  the
Vermeulenskraal project Vermeu-
lenskraal, which hes between the
Harmony Mmme and the Unisel
Mine, was recently acquired by
Randgold

He said indications from the
Mozambique project, where Lydex
had a 30 percent mterest, were that
muning operations would start dur-
g the second half of next year

Last year Lydex acqured the
parhicipation rights and business
interests of Southern Prospecting

Since peaking early last year at
R21, Lydex’s share price has been
dechrung At R8,75 1t has, however,
recovered somewhat from last

year’s low of R7
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JOHANNESBURG - Every day,
Zamzam Boy Shongwe ferrets around
1n candle-l1t tunnels underneath the
beautiful hills around Barberten 1n
Mpumalanga province 1n search of
ore

“Where the ore begins to run hori-
zontally,” says Mr Shongwe, “1t
becomes a ‘baby’ At this stage there
15 enough geld to be mined and 1t 1s
called by this name because 1t nour-
iIshes Like a woman, 1t has some
wealthinit”

Mr Shongwe’s family depends on
the ore for its survival But his work 1s
dangerous

The narrow shafts collapse fre-
quently Mr Shongwe also risks belng
poisoned by the mercury that he uses
to extract gold from the rock he hauls
out of the ground And he faces arrest
every day because his work 1s 1llegal
— carried out on land that does not
belong to him

But the working lhves of Mr Shong-
we and others like him — mostly min-
ers made redundant by a erisis that
has rocked the South African gold
mining 1mdustry over the last few
years — could change dramatically if
ambitious new plans for the industry
are implemented by the government

Over the past five years, South
Africa’s gold mines — once the main-
stay of the country’s economy — have
been plagued by low productivity,
diminishing reserves 1n some mines
and labour unrest

In 1994, production dropped below
600 tons for the first time since 1958
and continued to slump 1nto 1995

Dr Aiden Edwards, president of
the Mineralogical and Technology
Research Unit (Mintek), predicts that
withm five years as many as a third of
South Africa’s gold mines will close
down

Already, the South African mining
giant, Gencor — the fourth largest
gold producer 1n the world — 1s look-
ing at other African countries and
elsewhere for expansion

More than 180 000 workers have
lost their jobs 1n the industry over the
last eight years

If the trend continues, another
130 000 workers will be made redun-
dant by the year 2 000, according to
researcher Mike Soclomon of the Min-
erals and Energy Policy Centre 1n
Johannesburg

Worried by the prospects, the gov-
ernment has put into motion an exten-
stve discussion process between itself,
organised labour and industrmalists to
chalk out an official policy aimed at
making gold mining an 1mportant
contributor to the reconstruction of
South Africa’s post-apartheld econo-
my

One of the main 1tems 1n the plan 1s
to formalise and protect the rights of
small-scale miners

It 1s estimated that in Africa, small
scale miners produce up to 20 percent
of gold

In the sub-Sahara region, over
1,5 million people work 1n the infor-
mal mining sector, while 1n Zimbab-
we, the figure 1s put at 160 0600

In South Africa, a discussion doc-
ument produced in November last
year by a steering commiftee made up
of representatives of the three groups

sald, “to continue playing 1ts rightful
role 1n the reconstruection and devel-
opment of the country, the industry

for ore

must first be developed, optimised
and sustained, especially in earning
foreign exchange, creating jobs and
acting as a base for further industri-
al development ”

No one has carried out a survey of
how many retrenched miners depend
on the highly dangerous informal
mining operations to survive but these

mines mostly operate in the Northern _

Cape, the Northern Province and
Mpumalanga Province

However, the new policy document
notes that these 1llicit mines have
been able to absorb the shockwaves
that retrenchments from the formal

sector have sent through depressed =

rural communities

According to the document, the
government aims to strengthen -
rather than outlaw —the work the
small miners do

“A flourishing small business sector =

usually increases competitiveness 1n

an economy and 1s an efficient vehicle —

for the creation of jobs,” the docu-
ment says

“The development of small- seale
mining and of mining in underdevel-
oped regions would also 1nerease the
portfoho of minerals being produced
and could lead to the exploitation of
resources that would otherwise have
been sterilised ”

But there are several hurdles in the
way of evolving a poliey that will
address the concerns of small miners

The paper points to an “ant1 small-
mining tradition” among the four g
mining houses that dominate the
mining imdustry Informal miners are
often harassed and arrested by secu-
rity guards sent in by the big compa-
nies

Another big problem concerns the
mineral rights law which allows large
companies and the state to control
access to most of the country’s valu-
able ore

“Some large companies include 1n
their rights holding deposits that are
amenable to small-scale mining and
the government itself should play a
constructive role in making mineral
rights available to small scale oper-
ators on state-owned land.” the paper
says

A third area of concern 1s the
appalling health and safety condi-
tions that exist 1n small mines

Miners buy stolen mercury on the
black market — often 1n neighbouring
Swaziland — and the numbers suf-
fering from the symptoms of mercury
poisoning has been rising, according
to doctors

The paper suggests proper govern-
nent inspection of small mines

The discussion paper has sparked
off widespread debate 1n workshops
arranged for the various stakehoiders

IFor 1nstance, the Eyethu Small
Miners Association, which repre-
sents workers 1n the Barberton
area, has participated in some of
the debates and contributed 1ts
members’ 1deas about how the
extraction of gold can help
improve their livelithoods

At the end of July, the views of
all these groups will be mcorpo-
rated 1nto a Green Paper, which
will then be further discussed

By October, a new White paper for
mining policy 15 to be submitted to
parliament and the eabinet for formal
approval - Sapa-Panos
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I Move will create two new companies

Anglovaal to
unbundle its
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By John Spira

DEPUTY EDITOR

Johannesburg — The Anglovaal
group will consolidate and unbyn-
dle its mning mterests, creatmg two
new comparues that will together
have a market capitalisation of moge
than R12 bilhon

An announcement by Anglovaal
yesterday said that two new major
Operating compantes would be cre-
ated a diversified minung, develop-
ment and exploration company,
and a single consohdated gold nmn-
Ing, development and exploration
company

Middle Wits would provisional-
ly be renamed Avimin and would be
used as the vehicle for the first com-
pany This would hold all of
Anglovaal's strategic mineral and
mining investments other than its

, 21,9 percent stake 1 Saturn Mming

Aviiun should have a market
capitalisation i the region of R7 hil-
hon Tt would also hold more thar
40 percent of the second new com-
pany as well as other exploration
Interests, such as 50,1 percent of the
JSE-listed: Associated Manganese

Target Exploration, to be provi-
stonally renamed Avgold, would be
used as the vehicle for the second
company Thus would acquire all the
ning businesses and manage-
ment contracts of Hartebeesfontem
Gold Mining, Eastern Transvaal
Consohidated Mines, Lorame Gold
Mines and Village Main Reef

Once the exercise was complete,
the Iisted gold MM companies
would be delisted and hquidated

Anglovaal said Avgold would
also acquire Anglovaal’s explo-
rabon mterests, which mclude Sun
Prospecting and Oriby Prospecting,

Avgold would thus become
Anglovaal’s vehicle for developing

-_—
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Shareholders 1n the listed com.- |
panies — including Zandpan,
which owns 20 percent of Harte.
beesfonten —  would receve
Avgold shares 1 the unbundhng,

Based on the assets 1t wil]
acquire, Avgold’s market capitalisa-
tion 1s likely to exceed R5 hillion

When the process 1s complete,
which 15 expected to take several
months, Anglovaal Holdings will
own about 60percent of Avmp,
which m turn will own more than
40 percent of Avgold

The terms to be offered to the
shareholders in the listed gold mn-
Ing compantes have yet to be com-
pleted

Rick Menell, the Anglovaal
director, said the purpose of the
reorganssation was to create specif-
1c, focused, busmesses able to accel-

erate the development of gold and
other miung projects within the

Anglovaal group and which could
access international caprtal markets
on an optimal basis

"We seek to create a gold hold-
g company of significant size,
with liquidity for mvestors and the
critical mass necessary to raise the
large sums of capital needed fo
development,” he said ~

In particular, said Menell,
Avgold was expected to provide a
suttable platform for developimg the
northern extension of the Free State
gold field mn the Target, Sun and
Onbi exploration areas

These areas contamed substan-
tial gold resources, estimated at
about 9,7 million ounces in the
Target area, at least 18 mullion
ounces m the Sun area and 9,3 mul-
Lion ounces n the Oriby area

“The development of these
ICS0UrCes 1s seen as an Important
prionty,” Menell said



By John Spira

DEPUTY EDITOR

Johannesburg — The Durban
Deep offer to West Wits share-
holders had to be viewed as a sal-
vage bid rather than one whuch
sought to take over a viable mm-
ing concern, Brett Kebble, the
commercial director of Randgold,
said yesterday

This was how he explaned
what several mung  analysts
described as a confusing offer doc-
ument which favoured West Wits
preferred ordinary shareholders,
with Randgold bemng the largest
smgle holder of such shares

Kebble said that were 1t not for
the Durban Deep offer, West Wits
would have had no option but to
go mto hquudation

"We could have sat back, wait-
ed for the hquidation and then
picked up the pieces — m which

—F1 - M

case the ordinary shareholders, for
whom the Durban Deep offer 1s
admuttedly not as attractive as it 1
to the preferred ordinaries, would
have got nothing *

“We opted to take the route we
have because hqudations take an

....-J«T.mn ﬁ-?‘._lﬂ y..lﬁ.n. - = Wy 1

- - LI

AVOIDING FEES Brett Kebble Wazn%aﬁw commer cial &EE%

FHOTO  SEIWYIN TAIT

nordinately long time to finalise
and we behieve that by putting
West Wits together with Durban
Deep, we could uplement effi-
ciencies and avord management
fees, thereby, in due course, turn-
ing the mvestment of all West Wits
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shareholders to good account
Bear m mind that Randgold also
has a big holding mn West Wits
ordinary shares ~

A controversial aspect of the
Durban Deep offer was the R]
value placed on the West Wits
management contract “The com-
party was heading for hquidation
The management contract there-
fore had virtually no value

Kebble said Durban Deep had
valued West Wits at R40 rmllion
The offer valued the nune at more
than R60 mulhon

The premium related to the
rationalisation benefits that would
accrue to Durban Deep in the
aftermath of the merger He sard
West Wits had a Iife of about spx
years

Meanwhile, mirung analysts
have been examming the offer
with a view to determuning what
benefits mught accrue to West Wits

a (P )2 m\- “wmm

shareholders 1n the long term

Gerard Kisbey-Green, of SMK
Secunities, said that in spite of the
indicated decrease in Tharket
value to ordmary sharehokers, a
buying opportunity had arisen
because of the value of the new
Durban Deep options (R21,00
each), the potential benefit n the
clawback offer and the declme mn
the price of West Wits ordnary
shares

“We believe that if full consid-
eration 1s taken of the potential
value of the new Durban Deep
options, as well as the discount at
which the Iinked umts can be pui-
chased via the clawback offer, the
West Wits ordinary shares should
offer value up to 80c and are a
good entry into Durban Deep and
the new Durban Deep options

“We would recommend taking
advantage of the decrease m the
price of the West Wits ordinartes




Polluting

The Argus Correspondent

ONLY 11 days remain before under
ground water levels at Randgold’s
Grootvlei gold mine. which 1s pumping
polluted water 1nto the Blesbokspruit,
rise to dangerous levels and force
the mine s closure

In that time, Water Affairs and
Forestry Minister Kader Asmal must
decide 1f he will allow the mine to
temporarily pump water 1nto the Bles-
bokspruit, despite poliution levels
being more than double those stipu-
lated 1n the mine's Water Affarrs per-
mit

Mr Asmal said s decision would
be based on the efficacy of five settler
ponds to be constructed by the mine
as a temporary purification measure

But Water Affairs officials have
pointed out 1t will take about three
weeks to build the settler ponds

It 1s hoped the ponds wili remove
most of the suspended 1ron oxide par-
ticles that have caused dramatic visu-
al poliution and killed hundreds of
fish and plants 1n parts of the Bles-
boksprurt wetland

By September, 1t 15 expected that g
more permanent clarifier will be
operational, although R6 million 1n
construction costs have to be raised

Grootvler and two other mines have
raised R11,25 million towards the
R18-million facility

- -
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and stability to find that money, but 1t
'>very large, said Mr Asmal
"The i1dea of the state subsidising

the mining Industry 1s something we
inherited,” he said

The industr had become very
Wealthv and he had “scolded” mines
about their reluctance to contribute
funds

The director of scientific services
for the Department of Water Affairs
and Forestry, Tam Sokutu, confirmed
on Monday night that should Asmal
allow further pumping, there would
be about 10 days of unprotected
pumping before the ponds could be
built

Mr Sokutu also said that should
bumping contintte salinity levels 1n
the water once 1t reached the Vaal
Barrage might evceed levels fit for
human consumption

Barrage water would need to be
diluted with water from the Vaal
Dam

In a government first Jast Wednes-
day, Mr Asmal withdrew the mine’s
pumpmg permit. citing environmental
damage and hazards to other water
users downstream

Grootvler responded by continuing -

to pump unti! an urgent meeting on
Thursday between Randgold and Mr
Asmal haited pumping and opened
the way for talks between them.



David McKay

THE fature of Rand-
gold’s waterlogged gold
mine Grootvler will be
known today as the Cab-
inet meets to decide on
whether the mine can re-
Sume pumping wunder-
ground water into the
Blesbokspruit wetland
— a move analysts be-
| 1eve 1s essential for the
irvival of other mines
the East Rand basin
Issues which could be
w.scussed by Cabmet 1n-
clude the efficacy of five
settlement ponds which
would remove ferrous
oxide from the pumped

of R6m towards the
R11,25m that has been
pledged by Grootvlei and
other mines towards the
construction of the set-
tlement ponds.

Grootvlei pumps the
underground water on
behalf of severs] other
mines 1 the East Rand
basin including Rand-
golds ERPM and q
resurgent Consolidated
Modderfontein These
mines are also at risk

Grootvlei’s future may
atfect East Rand mines

b 22 H 9t
The decision to &on nue
pumping would also stay
the axeon 6 00030bs
Sources close tg

Randgold echoed Water
Aff:

believed a compromise
was possible “All parties
are compromising be-
cause 1t 18 in everyone’s
mterest to keep the mine
open,” the source said
Randgold declined io
comment until after the
meeting when the mine’s
future would pe clearer,
mportant factor in
the long-term survival of
the mme 1s the construe-
tion of a desalmation
plant costed at between
R120m and R250m with
additional mamtenance
costs. One analyst be-
heved the construction of
the plant was essential
as it would save the mine
and utihise a national re-
source The amount of
underground water 1g
about 25% the s1ze of wa-
ter held in the Vaal Dam
Another amalyst be-
lieved the effect on the
Randgold group would
be small as Grootvle; ac-

counted for only-4 8% of
the group’s total net as-
set value However, the
Bast Rand basin of
mmes contribute about
R750m 1m foreign ex-
change earnings —
about 2,7% of SA’s total
estimated forex earnin gs
for this year Shares m
Grootvler fell 18% yes-
terday as mvestors were
unnerved hy the lack of a
deal earher this week.

Grootvler’s shares
dived R2 to R10,75, just
off their worst morning
level of R10,50, after
about 20500 shares
changed hands

21
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By Abdul Milazi
Labour Reporter

MALL-SCALE gold exploration
1$ on the rise throughout the
, developing world, says
Y 1.ondon-based research
mstitute

Accordimng to mining  analyst
Roger Moody of the Panos Institute in
London, global demand for gold s
now higher than ever before — 3 642
matric tons n 1995, agamst 3 573
matric tons 1 1992

In South Africa, the Chamber of
Mines has continually warned that
many gold mmes face the threat of
closure because of dimmishing ore

New breed of miners

Moody says muiti-national corpora-
tons and a new breed of jumor min-
g compames are joinimg the rush to
stake thewr claims tor gold 1n Irany
developing countries

This new gold rush by small-scale
mining groups comes at the time
when many countries are restructur-
1ng and opemng up their economes 1n
a bad to attract investment

“More than 70 mining countries,
including 31 in Africa, have changed
therr mining laws to attract foreign

Tt “.__,

Small-scale mining has contributed

to a signi

1My "l

Companies mto the gold mining
Industry,” says Moody

He says countries like the
Philipprnes and Ghana are holding
out a raft of mcentives, from the lift-
Ing of toreign ownership restrictions
to reduced taxes

For some companies, says Moody,
these changes have boosted produoc-
tron and export earnings In countries
where they operate, the new Lber-
aliged ~regulations have created jobs
and Ielped resuscitafe intrastructure

“In Peru companies estimate that
one minng job creates 10 additional
Jobs m the area But weighed agamnst
these benefits are the costs Extracting
gold 1nvolves ¢Xcavating billions of
tons of ore,” he says

Moody says in Africa: smali-scale
miners produce up to 20 percent of
the gold and have the potentiat to con-
tribute to development n areas where
they operate

"Gold 1s currently the most lucra-
five Hvestment sector of the mining
industry —the world’s fifth largest
mdustry i terms of caputal deploy-

ficant rise in gold output

ment,” says Moody

He says with the buoyant gold
prices, many gold mming companres
were heading south. “Anxions for
wmyvestment, many countrres ke
Indonesia have held out g raft of
meeniives to foreign corporations

Smce the early "80s, when bulhon
Prices soared, a considerable tonnage
of the world output 15 being muned by
small-scale mners 1 the 1nformal
Sector, he says

Big strikes

“The big stnkes are largely in the
south, Countries like Brazil, Guyana
and Zimbabwe have witnessed a
marked increase 1n small-scale min-
mg It 1s estimated that small mines
account for at least 10 percent of the
world goid output ”

Moody says the b ggest single use
of gold 1s still n jewellery, as per-
cerved by mullions m cultures around
the world as a “store of value” — a safe
haven during bad times

“Last year, 85 percent of newly
mined gold was beaten into Jewellery

Ziu")

. .
- 4 .
four el
L=

In Britn, the trend 1s for high-quali-
ty, designer jewellery For many, it 15
4 statement of wealth

The gold demand, he adds, 1s
strongest i the fast-growing Asian
bconommes, the so-called “Asian
Tigers™

“Gold sales have also been boom-
ing m India, where the opening up of
the economy has spurred economic
growth and a huge middie-class s
prospering.”

He says about 600 mettic tons of
scrap gold 1s recycled annualiy and 90
percent of all gold mined 1s available
for re-use “This 1s because gold 1s
almost indestructible *

The metal, he says, 15 also an unri-
valled conductor of electricity, hence
the market 1n telecommunications,
computers and motor cars 1s modestly
expandmg Industry and medicine
account for about 12 percent of annu-
al gold demand

Normally, when markets are ht by
bad news, this turns mto good news for
gold “When currencies are weak, the
market price of gold tends to become
Strong  When international tensions
Increase, demand also rises ™

Moody says giant corporations
donmunating the industry, Iike Anglo-
American  are currently  being
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upstaged by a new hreed of “aggres-
s1ve” Junior compames financed by
“smart money™ op the stock
exchanges of Canada and Australia

“Few of these small-scale compa-
mes actually mine an ounce of gold
on therr own, since they lack the
expertise and loag-term 1nvestment
capital to do so They generally enter
into partnership with big companies —
which 1o a certain extend enables big
corporations to contmmue holding the
sway,” says Moody

I1sles of Gold

In the early *80s the Philippines were
once known as the “Isles of Gold” and
were the world’s eighth largest pro-
ducer of gold

“But 1t then shd to 14th place In a
bid to kick-start an indebted economy
and match gold exports to 2 1980 peak,
the government, with the help of mter-
nattonal donors and foretgn muntng
companies, rewrote the nuning laws ™

The increase i small-scale gold
mimng has not only introduced a new
dimension to the sector but has also
facihitated mcreased deregulation

According to the Swedish-based
Raw Materials Group, state cohtrol of
the mining sector 1s dimumshing ali
over the world
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Reprieve for flooding Gr

Dawvid McKay

RANDGOLD mimne Grootvler
will not be forced to close after
the water affairs and forestry
department said yesterday that
government could allow the
mine to resume pumping water
from 1ts underground works
from next week

Mmistry spokesman Them-
ha Khumalo doubted whether
government would permanent-
ly withhold Grootvler's pump-
1ng permait as the effect on the
mines 1n the area would be “a
disaster”

Water Affairs and Forestry

Mimister Kader Asmal present-
ed findings from Monday’s
meeting between the depart-
ment, mine management and
various other parties, including
the NUM, to the Cabinet yester-
day, and scheduled another
meeting next week at which a
decision would be made

One of the key 1ssues the
Cabinet would discuss next
week was funding to buld five
settlement ponds — estimated
at R18m

Khumalo indicated that the
mineral and energy affairs de-
partment could provide some, 1f
not all, of the outstanding R6m

Abou 11,25m had already
been pledged by Grootvler and
some other mines 1n the water-
logged East Rand basin for con-
struction of the ponds

The seftlement ponds would
extract the ferrous oxide from
the water

Ferrous oxide — a conglom-
erate of rusted steel in the
mine’s underground workings
and decayed pyrite — has been
responsible for the death of wa-
terhife 1n the nearby Bleshok-
sprutt wetland

It 1s a week since Asmal
withdrew Grootvler's perrmt to
pump water from underground

vlel 15 on E\o mma.m

E»N.. the wetlands

According to estimates, the
mine has only seven days before
its first shaft floods and be-
comes unsafe to operate, and
only three weeks before the en-
tire mine1s flcoded

It 18 not clear whether gov-
ernment will act timeously to
save the shaft if a final decision
1s made only next week

Randgold chairman Peter
Flack said he was “very opt-
mistic” a compromise with the
department was possible

He said that the mine would
continue to operate 1n the
meantime
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'SA’s mines support
ring-fencing probe
pavidMckay _ 5D 2,((_.]5/67‘-4’

and Jacqyeline in )
DQZ' -
hous ve thrown thewr weight be-

SA’s top
| hind the Katz commssion’s plans t0 Jnvestigate the
| possible hifting of ring-fencing legnslataon, which has

new gold mming projects m the past
The commssion said earlier this week 1t would
investigate taxation across the munng ndustry, 11
cluding the 1ssue of nng-fenaing and mineral re-
sources taxation. it would also B]ruhe the tax status of
benefit funds, ncludmng fnendiy societies, medical
aids and funds other than pensioi, provident or
retirement annuty funds

Gold Fields of SA chaxrman Alan Wright said the
Lifting of ring-fencing could allow the group to de-~
velop certan mineral rights at 1ts Free State Sand-
rver area which it could access through Oryx

Gencor financial director Mick Dawis saad such 2

«The rng-fencing regulations have the effect of
imiting mines to their lease areas. This means that
there 18 limted blue sky potential and SA mines are
accordingly downrated by imnvestors i COMp arison to
mternational gold mines,” he said

The removal of ring-fencing 18 easential in reduc-
ing risk capital for mvestors as it allows a developing
mine to share the tax credits generated by a pro-
ducing and tax-paymng mine i order to source a por-
t10n of cash requared for capital expenditure.

Representative Association  of Medical Aud

association had not been aware the commission
qamed to imvestigate medical axd schemes However,
the health department had recently proposed the
scrapping of the tax deductibibity of employers’ med-
.cal a1d contributions, he said.

“Our concern 1s that if that happens the cost of
employees’ medical aid contributions will increase,
resulting 1n more people moving from the private
health care sector to state facilities This would -
crease the cost hurden on the state, which seems tobe
self-defeating.” Medical a1d schemes were npon-profit
orgamsations, but would be affected 1n terms of nsk-
management because the smaller the member base,
the higher the average sk
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Ban _935_”@%_85

Kader Asmal is facing a dilemma

on which comes first: nature or

jobs? Eddie Koch reporis on the
implications for both sides involved in
the Blesboksprutt wetlands-versus-
Grootvlel gold mine controversy

ATER Affairs Minister Kader
Asmal — already embroiled in
the toughest jobs-versus-envi-
roninent dilemma he has faced

since taking office — is now
squanng up to organised labour over the ban
he slapped on a marginal gold mine from
pumping contaminaied water into the Bles-
bokspruit wetland

The Grootvier Gold Mine near Springs on the
East Rand, which is pumpmg 100-mullion hires of
contaminated underground water per day mto a
nearby wetland, says it will be forced to close
down the rmune and sack about 2 000 miners by
the end of June if the mmister sticks to his guns

And it appears the corporation that manages
the mme, Randgold, has some support from an
unexpected quarter National Union of
Mineworkers (NUM) assistant general secretary
Gwede Mantashe sent an urgent memoran-
dum to Cabinet members this week asking
them to consider measures that could protect
the wetland and save workers' jobs

Nine out of every 10 workers at Grootvlei belong
to NUM and the gold mines in the region form one
of the union’s most important power bases And
as a major affiliate of the Congress of South
Afncan Trade Unions, the miners’ organisation
has substantial support in government circles

If the ban extends to other mines in the area
that pump polluted water into the viei — where
high concentrations of iron, manganese, nickel,
Iead and espedially fernie hydroxides have killed
thousands of fish and threatened the resource
base of the wetland — thousands of miners
could find themselves out of work this year

Whiie the union has criticised management
for failing to control the poltution problem —
thus forcing the minister to take punitive
action — a delegation from the labour organi-
sation visited Asmal this week to express its
worry about workers' losing their jobs

Union representatives told the Mail & Guardicn

that,
the wetland, the prospect of mass retrenchments
posed a far greater national problem — and Man-
tashe’s rnemo to Cabinet cuthnes the “enormous
economic rnplications” if <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>