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Shorfage of coljanthr iafe

encrgy which has bcen generated by
the nternational ol crisis, has
excerted a considerable amount of

pressure on the existing production
*25 M T HICKMAN ishad the Mints- capdacity of our coal and anthracite

ter of Feonomie Alfairs k mines

Whether a shoitage of (a) coal and
(b} anthracite tor local consumption 1s
botng oapertenced a4t present 1 so what
is the cause of the shortage 1 each case

(2} ‘The problems encountired by the
nining sector in genceral, but more
particularly by the coal and anthra-
cite produccers, 1n recrnnting sufhuient

numbers of non-Furopuan labourers,
iThe  MINISTFR  OF  FCONOMIC have also had an aaverse effedt on
AFTAIRS the output of the coal and anthracite

mines
In rccent tmes a number of problums

cen experwenced with the supply 1
Eﬁzcditnbuufn of coal and anthraulc i (3) The high cconomic growth rate

These problems have beun dud to various achieved by our country during

: > followmg are the | 1974, and particularly the excop-
f‘;;t?r:rn?:}rﬂgl;h the fo ; tonatly favourable agricultural CTop
n ;

season which South Africa eaperi-
cnced  last  year,  has 1nevitably
eaerted considerable pressure on the
existing  rattway  faulitics with  the
result that problems have been cn-
countered at times during the year
with the ratfuge of coal and anthra-
Cite 1o various pirts of the country

(1) The increascd demand for coal and
anthracte as altormatine sources of

(4) Morcover, the disruption of trans-
port  faulities  which  has  bun
brought about bv the floods which
have oceuried in ecrtain paits of the
country  durmg Muirch and  Aprnl
1974 has also hampered the normal
accumuliation of stocks by consumcrs
m order to provide for their n-
creased  consumption duning  the
winler months, w th the rosult that
they have been obliged durning the
Wintar months 1o diaw hoavily on
therr reserve supplics to the point
where those suppiics hive been vie-
tually ¢xhausted

(5) Because of the comnctdence of these
cireumstanaes there has been 3
lendency amonest consumers  sined
the end of the winter < sson to order
constdarably more coal and anthry
cite than thar normt roquircments
In ondar to build up their stocks so
ds Lo avord a poassible dismuption of
tharr production acimatic, s ton-
dency has BiF cwise contuibuted to the
addittonal prossure which has beon
exctled on the production APty

of our cod and anthr ‘Ui NS Gnid

T — e r—— . T S e —

on the country’s available transport
facifities

However, the Government has alieady
for some consuderable time been giving
attention to this matter i consulvatton
with the local pioducers and distitbutors
of coal and anthracite and cverything
possible 18 being done to satisfy the nor-
mal tequiements of the consumas of
these two commaodittes 1n the course of
these dlforts the Governmient naturally
trics fo ensure that, iIf and when bottle-
nechs should ocour m respect of our
production and transport capacity  the
salisfaction  of  consumers’  noeds 18
calnied out on a prionty bass
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Commission of Inquiry inte Coal Mining
/

¥23, Mr G H WADDELL ashed thc::

Industry

Minister of Mines

—

Whether the Commission of Inquiry
into the Coal Minmg Industry has com-
pleted s 1eport, if so, when will the
repoit be laid upon the Table, 1f not,

when 15 it expected that the report will
be completed

The MINISTER OF MINES*

Yes The report 1s at present being
roneod for preluminary submission to
me whereafter the translation and print-
ing thereof will recetve urgent attention
As soon as the report comes to hand the
Government will dectde on the tabling

thereof
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- | Whether o shortage of coal required Loy N
ORI * Ry power siatians in the Western Cape ' 4 §3 F Fr
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ESE COAL INDEX 3s% Price 1 L0
1 rise y 140
The ESE coal index, - but shares are ﬁﬁwﬁ to “ granted .
which has risen 55 per-  rise.affer an initial deay Coal producers have confronted the Govern- . 2hortages o,
i i o t pr e v N _
cent since January, Mwmﬁ_m H,Hmﬁmu %Mm say. las ment with demands for another price increase. LA threaten'y’ | 120
reached - its peak re- A reason for the preci- TEIGUE PAYNE examines the situation and . X
cently on news that  ,s44¢ rise in eoal shares its likely effect on coal shares. . | =100
the industry is apply- is that the sector. 1s - - B _ :
ing for a big price 1mm- under-capitzlised. Since it | o T R : y =80 { |
crease The question is not easy to buy the troller can no longer res- to open the new mines _ ¢ -t
now 15 will if foliow mwwumm. they w.wmm wn&&%u triet the mmdustry’s pre-tax  which are needed The " " 80
’ and over-react when de- earnings capacity to an last new c¢olllery fo be 1
w@mm»nwmwwu.nmﬁﬁmmm; cwwum mand 1s strong average of 9 pelcent operied was on Corona- “ __. MR I 7
ment.” PP .But once the reaction 1s One bhroker estimates  tion’s Bank deposit n v \
o1l over, many analysts think that between now and 1966 ~ '
The 35 percent coal 53] ghares will take off Jume 1976 domestic pro- Only 1if the pithead _ ' 60
price mcrease granted N and pecome an excellent  duction for commercial price was raised to about A ' S YOTUR SN AT UM YO0 VO SPE VU U SN SO s WU e e SO & OO

September last year was  Jonpterm investment ale trade of 21m tfons must R680 and profit of R3S <0 bt i Bl P Ao IAS ON Dl FMAMISIASONDIS = mam
the bigcest in history, but _ i . JFMaM ) b AS ONDY ) s ON pl
producers — who had as though considerable am rise by 12 to 15m tons, or earned on R15 a ton cam 1972 19723 1974 1975

ked for more — said it
would merely keep the in-
dustry alive

Now the producers have
asked for an even higger
increase, about R2 a ton,
which -would be equi-

ounts of capital may have
to be raised for expansion
programmes They beheve
that coal producers are
now in a unique and im-
proved position and that
cozl will be in the posi-

70 percent. This excludes
production hy coliileries
tied to Kscom, Iscor and
Rasol

The industry has signed
firm contracts to export
Sm tons a year after then,

tal costs would this give a
reasonable 25 percent re-
turn before tax to open
new Imines,

South Africa’s coal

industry had an
uninspired history bhefore the eneray
crisis. However, the precipitous rise in

-

the shar~s 1n early 1974 proved pre
mature. Mow analysts hope that a sus-
tained long-term rise can be expected,

tion that gold was M ang has given options for 7 <
valent to 60 percent. It : i M@ @ 5@ m‘ i m m.m. A8 ﬁ a.m
seems likely ﬁ%ﬁ the in- wﬂﬁmﬁ m% mﬁmm H.Mummmww, mw.w ﬂm 4m tons more — a total . g ﬁx_ﬁ”
dustry will not get R2 m- 10 {lhely. when coal 1§ ot on e tion A
mediately, but there will L jensed from its stifling wﬂwmﬁmﬂwwmﬂwnu %ﬂﬂmﬂnwﬁw Coal exports cannot subsi. freight-on-board soft co- be granted are reasonatle & To relieve pressure
he further increases later pricing set-up tracts At the same time dise the local price signifi. king ecoal {for export, in view of the national gnn . a1i1sport f{facililtes —
WM mmﬂwﬂ ﬂﬂm up and per- For vears the domestic  gshortages are threatenimg  ¢antly, because they ac- which 15§ comparable to  imnterest They also protect  railways and harbours —
ps Reiter _ 1 market has been the local ket the South African price local companies thev must phase exports,
The recent heady rise coa ; . on the local marke count for only a small Th lonit R30 . :
H statie or declinmmg This So. for the first tumne, . £ total q 1s 18 equivalent to It seems that the condi- begimning in a smzll was
of : coal mwmm.mm to low has allowed the Price the . dustry has  the par . 0 ota mdustry fob at Bichards Bay tions were made because n
w_m as uwm = th marny Controller te exercise Government i 2 corner earnings Nevertheless, ex- If railage rates rise sub- the Petrick Commission @ Foreign companies
EWmE Mmm.nwwﬁ mﬁmmﬁ tight control It 1s thus confident that  Dports remam an important Stantially and = collieries  has dragged its feet m re most co-operate with loral
www_umm anmww Smﬁuﬁm“ eX- Now, for the first ime, the coal 1ndusiry wil  profit source for some col- wmmmﬂwﬂmmﬁ_n% \ mwwﬁwmwww Mﬂw W_..Mmﬂmm Umﬁﬁ %Mm EMMHMH.MW . MMMWMMH mmmwwﬁmrmmww:mﬂ%h
mmwﬁmamww ﬁwﬂmwwmwm— rises mﬂ%mwmmmnmnﬂﬂ%ﬂmﬂﬂwwm% WMMH be on a viable foot- wm%ﬂmm domestic price look puny  South African coal and Mﬁam .%mm would Dbe con
Promulgation of the in-  are imment and the coal With a RZ a ton - emﬂﬁwwmwwwdﬂwwﬂhﬂnma WM #t Wwwwm._a the 8m tons Mwwwmwm_.mwwncﬁ&ﬂnum or o
crease may take a long industry is telling the  ecrease, it is thought, pro-  goniation of further export and assuming that the @ They must @ Exporters must 10

Government that it simply

duction <could be

are holding out for 345

which export permts will

TCOA have more poten-

The shares to buy

Coaal,

prove

Coronation Clydes-

f  4ime because the industry 11t~ . compete to disrupt the ex
|  also wants a revised pri- cannot produce any more  creased 20 fo 30 percent MNHMWEMMW n%mﬂmﬁﬁcmwﬂ mM mﬂ_.mmwﬁm_%% aw__wﬂﬂ ncmhwwﬁw_ww they can get the coal theyY  pory market or wﬁnnmﬁi
{ cmg formula, and so the  unless it has prices which from existing facihities ot Vet emisting con-  will be able to take advan- want to export Preference will be giver
f reaction could be exten- cover operaling costs, a2  without substantial capital  ¢raets to export not less  tage of possible exports of @ They must be able  tg those who sell througl
¥ ded If the price increase  Dproper return on capital expenditure This would than 8m tons a vear will 2 further 650-m tons over to supplement from a central orgamisation o
: is disappoinfing,itmaynot and incentive for further  allay immediate shortages, jp.ve a marked effect on 20 vears foreign sources the capital maintain a munumum pric
- cause an immediate spurt; investment. So the Con- but would not be enough g certain companies. Producers have said and manpower needed to in negotiations
Australian producers  that the conditions on Mwnﬂm__mﬂm the production ® Apphcants who i

not now partic.pate 1n th
domestlc markef must un
dertake to supply a com
mensurate share of domes
tic demand

& All must agree tha

As a general rule, analysts higher export rIce
advise mvestors to buy tial than others because dale, Alpah Coal and should be mmwn to numuﬁmq
those coal shares which they will benefit i1mme- Vereeniging mm»mmmm.ﬁ sate them parily for Ic
are tradeable, which sell diately from the price In- Vereemging Estates Is 2 o controlled domest

thewr output through the

crease being negotiated

finance company with &5

—rlit i el n—— e T oAl ml W — kil

coal prices, It is though

Transvaal Coal Owners'  stock Coronation Col- percent of 11ts asseis 1n
Assocration, and which lieries tied to Escom will ¢oal shares wﬂm%nmw%mnmuﬁ will be
have export allocations not mmmediately benefit, Although these and -

Historically, the most although their prices are  other coal shares may not |

#mmmmwﬁ muw_w.mm “.Eﬁ. the renegotiated periodically H.Mm.m immediately, the situ.

sector ave been ans ation cannot continue n-

Natal, Vereeniging Es- au.m.rmm _H.MN.P _ﬂwmmﬂmww mﬂww definitely in which the

tates, Clydesdale, Tavi- mﬂ.m. H.Mﬂwmn a product is scarce and in._

stock, Coronation Col 8 tremendous demand, but |

lieries, SA Coal, Spring- The shares most often where many rmines are

bok and Witbank Cons mentioned as having selling at a2 small fraction °

Colliertes which sell growth potential are Tavl-  of their  replacement,

| their outputs through the  stock, Apex, 1itbank, SA value = %
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in this in this
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Transport of coal for industries in Nat)) .
e
*1I3 Mr W G KINGWIIL asled the
Muinister of Transport
[ -
(1} Whether the South Afrnican Railway
Adminstrition 15 able to transport

sufhicient coal to satisly the requitre-
ments of mdostries in Natal, of not,

L

(2) whether consideration has been given |
to the transport of coal by road to )
t

satisfy such requrements, i1f not,
why not,

]
(3) whether any other steps are con-
templated to relicve the shortage of ;
coal experienced in Natal, 1t so, i
what steps ! |

- The MINISTER OF TRANSPORT

Natal colliecuies are fully met

|
(1) Yes, the daily truck requirements of 5
(2) Fulls away, j

(3) Falls away "

Mr W V RAW Mr Spealer. poasmg
out of the hon the Minmster’s ey, & &2
prepared to state that any allegaton oy
industrralists  that they are not able to
j obtamn thur coal requirements as a result -
of truck shortages 15 untrue and incorrect? |

The MINISTFR Mr Speaker, T have
said speafically that the daly truck 12
quirements of Natal collieries are met . »
full The SA Raiways are prepared and
able to supply the necessary trucks If the  ©
supply docs not mect the demand he must
talk to the collieries Y

- —— s




THE WORLD-WIDE re-
vival of interest of coal
has resulted in con-
siderable publicity, and
in a great number of con-

tradictory statements.

It 1s ecomon cause that coal
1s by far the most plentiful
single fuel 1n the earth’s

crust, The 1974 World

Energy Congress survey of

world fossil fuel resources
indicated this approximate

breakdown of recoverable
energy

Solid fossil fuels (coal) 47
per cent,

Crude o1l 12 per cent,

Matural gas 6 per cent,

O1l shales and lhitumineus
sands 35 per cent

The auathors of this study
point out for comparison that
uranium i1s only a very small
proportion of the fossil fuel
total iIf used in present-day
reactors, but that 1t can yield
a0 per cent more energy than
total fossil fuels if used n
breeder reactors, making
thus field of research cirtical
in the world’s energy pic-
ture

HINDSIGHT

South Africa has 1 per cent
of recoverable world fossi
fuel energy reserves This
certainly does not make us
an energy treasure chest,
but 1s guite respectable,
hecause we have only 0,6 per
cent of the world’s popula-
tion

In terms of conal re-
sources alone we apparently
own 4,4 per cent of world 1n
sita reserves and are mining
around 1,9 per cent of world
coal production This clearly
reflects the fact that about
three-quarters ot our na-
tional energy is bewng pro-
vided bv coal because we
have no indigenous ol or
natural gas

With the benefit of
hindsig

. for a long time For a variety
of reasons oil was far too
cheap relative to its long-
term availiability If political
events had not precipitated
the o1l erisis when they did,
sheer unavaillability would
have done so withun a couple
of decades

This brings us to South
Africa where the pricing of
coal 1s the biggest stngle pro-
blem at present World
energy price trends have re-
suited 1n a position where the
same ton of bituminous coal
1s worth around R12 a ton
FOR for export markets,
but only 3,20 a4 un Tor the
domestic price-controlled
market

Increasing demands for
zoal had, however, been
foreseen before the o1l crisis,
and South Africa has the
Richards Bay harbour and
rallway under development

l:lUbI-NEbS MAI

prlce
rise to pay®”
fOl‘ newmines

t 1t ts clear that'
2World energy PPi¢iAgThYDs N
;sbeen sertously i}ﬁtmfih‘aflah%@'m! 1

B Y G E ORGE|]
CLARK, a director |
of General Mining |
and general]j

Imanager of the
group’s coal in-

terests.

We as a country have en
tered into tairly extenstve
export commitments of 8-
miilion tons a year from the

opening up of Bichards Bay

South African demand 1s
also 1ncreasing, and causing
a pressure on production
capacity The normal com-
mercial mines, members of
TCOA an NAC, should soon
increase their production by
60 per cent to 70 per cent to
handle 1nereased South
African demand plus ex-
ports

It 15, however, guite m-
possible to justify any In
creased mvestment in coal
mining on the current con-
trolled price formula — the
return would probably he
less than that cbtanable on a
Post Office savings aceount

Export business is attrac
tive, and would justify new
mines, but everyone re-
cognises that 1f the South
African market 15 short sup-
plied any new export mine

‘might have to sell in the

South African market at
catsmeat prices this 1s a
major deterrent to invest-
ment

The superficially nhvmus
solution of pooling or averag-

ing local and export prices
will not work

DETRIMENT

It must be realised that ex-

port coal will be sold on the
world energy markelt 1n
which prices are not con

i

jons In de-
bareatHer, price
changes in alternative fuels,

polities and the cost of ship-
piig

Prices and profitability of
export coal must therefore’
be expected to be much more
voltatile than those applica-
ble to local coal This ele-
ment obviously requires an
above-average return

Finally, one must realise
that enforced averaging of
local and export prices
would be tantamount to at-
tempted profit, and
therefore net price control of
export coal as well This
would almost certainly
guarantee that the necessary

funds would not be forthcom
ing for the necessarvy new

mines, to the detriment of
South Africa’s foreign ex-
change posttion

Arithmetie also provides a
conclusive answer The ex

port premium from a imited
Lo

L.ﬁ-.-l..-‘ﬂ"ﬂ ﬂp o] 'rl-n.n“" .I'I.ﬂﬂl

Mﬂ%ﬁﬁ 'Pﬁueﬁ aal{‘ge?ted ml:emam

P)M

/%

spread over 6,-million tons
of low prmed local coal
would provide a minimal
henefit while killing the ex-
port trade

Reluctantly recognising
that the Government will
wish to mantain control
over local price levels, two
urgent decisions are essen-

tial

s A substantial immediate
price ncrease, hoth to en-
courage production 1n-
creases I1n the immediate
future so far as this 1s possi-
ble — and even more 1mpor-
Lant

¢ A realistic tormuta lor
future price determination
Without this price formula
no sigrmuficant investment In
collieries can serigusly be
expected

Once subject to coal In-
dustry price control,
however, you are allowed
your costs plus a return on
your historical capital as
deprecitated by the
cumulative amortisation al
lowed by the Price Con
troller

LIMIT

In' theory, therefore, your
first full year’s profit a ton
should be your best, with
profitability declining each
vear thereafter From the in-
vestnr's viewpomt, such in-
vestment 1s totally impossi-
ble until a formula 15 de-
veloped to take account of
the effects of inflation This
inevitably involves some
form of 1ndexing, by
whatever name 1t 1s called

This prmclplg of course, 18
unattractive to any Gnvern

ment as It involves the ac-

ceptance of automatie price
adjustment 1n the event of

continuing nflation,

There 18, however, a prac-
tical lumit to the extenl: (o

%?Egt g{fy%m
in the natmnai“lﬁ‘t% 280" Ad
this Timit:hastow beeh ire-

ached

Private 1nvestment will
simply not ‘be voluntarily
forthcoming under anything
hike the present price control
formula

If one considers the ex-
perience of other countries

that have allowed their local
industries to run down, with
their subsequent disastrous
nationalisations and frantie
spending of capital funds
from the public purse, one
comes to the conclusion that
the lesser evil for our Gov-
ernmnt 1s to accept a re-
alistie pricing basis, even If
this does wnvolve a signifi-
cant price Increase

Between 1975 and 1983 the
industry must increase 1ts
output from around 65-
million tons to somewhere
between 140-million tons and

160-miilion tons, depenaing
nn thea laval nf pxnnrts

AU

L. j
%,
%
MR GEORGE CLARK

The capttal requirements
at today's prices are pro-
bably BR1 000-million

Bearing in mind that the
matn expdansion in ¢oal
usage will be for Escom and
Sasol, it 15 defimtely 1n fh-
nationdl interest that none ol
the remaining f1elds of suita-
ble size should be allotted tc
any other purpose

To the best of my

knowledge the number of re
maining uncommitted re-
serves of this size 1n the

Eastern Transvaal 1s hmited
and conservation 1s justified
Like anyone else who ha-

been 1n the coal industry io:
some time, I am un
fortunately not to be re
garded as an authortty on at
tractive investments

The Government decisions
on pricing principles would
critical Even i they are
favourable I must warn,
however, against excessive
optimism

With possibly a few
fortunate exceptions, a large
part of the industry will have
to wncur substantial capital
expenditure, financed from
either or both of the
alternative sources of new
share 1ssues or heavy
plough-backs of profits




s T L > i - g e . L. o T r ™~ "
1 T B AT | BRI ) YN I N AT T | SRSRISSIRSAI T L WMDY 7 ORIV TN

- - -
F ey
-t — r —y

SA-US COAL DEAL Fiq T/8L7S IE{‘%‘ ,
The hurdies tumble [ 2/ ;*g , :

Protests against coal imports to the US R
appear to be dying down through lack ﬁi"*
of interest. )
Indeed, now that the Southern Com- §
pany, a giant electricity utility serving rr
much of the Gulf Coast of the southern EL
US, seems set successfully to repulse a
protestors’ resolution at its shareholders’ "y
mecting, other Amenican electrnicity utili- &
ties may be tempted to contract for coal .
supplies from SA. o

The protestors received permission 1a
from Southern Company officials to put :
a proposal to sharcholders that would 4
ban purchases of coal from SA because
of unsatisfactory labour conditions. f

EE]

Under company rules, however, once a F;
proposal 1S voted on and defeated, it t[%
may not be brought before sharcholders | i p ‘
again for another three years }l%

The Southern® shareholders meeting q

FEH.,*'-F

will be held on’May 28, and company it
spokesman as well as officials of the *T“
Centre for Investor Responsibility -—— ¥
the protestors — agree there 1s “httle oy
chance” of the required 3% of the 81m ¥

|

share-votes being cast in favour of the
proposal to keep it alive next year

|
Southern signed a contract last year é.*
to bring in 2,5m tons of SA coal over a A
threc-year period, The coal 1s hmghly- i
prized among American electnic com- g

panies because of its low sulphur con-
tent. '

The other protest group, the United
Mme Workers Association (UMWA),
has mdicated that its officials have not
decided whether to appeal to the courts
on an unfavourable Customs ruling on a
ban on the coal 1mports.

The UMWA had thrown a picket hine
up at Gulf Coast ports when the first
shiploads of SA coal arrived m Mobile,
Alabama At the same tume, umon attor-
neys petitioned the US Customs to ban

the imports.
Thep Customs officials ruled that,

despite US legal prohibitions agaimnst the
importation of materials produced under
«ndentured servitude”, as the umon
alleged, the coal was needed because of

the shortage of low-sulphur coal

—_— —

——
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302 Mr T ARONSON ashed the Minis-
ter of Mines

ww

(2) what 1s the estimated (2} local con-
sumption and (b) production of coal,
for each year {rom 1975 to 1980

o

o7k

T RN
iy
L.

(1) (a) What were the esttmated South
African coal reserves at the latest
dite for which figures are available
and (b) for whit date are these
figures given,

w—-ﬁ qu--__-..l-ﬂ-lir—'--'l‘h
Wiy
Al
>
[

=
.

oo el
- ]
e

The MINISTER OF MINES

LI
G2

The latest estimates of the South Afn-
can coal reserves and the estimated future
consumption and production are con-
tained 1in the report of the Commission
of Inquiry into the Coal Resources of
the Republic of South Afnca The Cabi-

net has already received the report for

. perusal and has approved that it be
] tabled

The report has just been submitted to
the State Presitdent. In the meantime the
contents of the report are confidential -
and 1t 1s not deemed advisable to fumish

e e
At

1503,

i other, obsolete, figures
M The report, whitch is a volumunous _
. F  document, must still be translated and ]
._ pnnted and will be released as soon as 1t h
1y - ¥
. e A T 13 available 1n pnnted form. - .
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" By GHRIS CAIRNCROSS

,;',5* Industrial Editor

A DOUBLING of the coal .price is in
the offing if the Government fully ac-
cepts the recommendations of the,
Patrick Commission, and takes closer
cognisance of the arguments pul
forward by the egal industry.

' But 1t 1s unlikely this 1n-
crease will he granted
much hefore the end of the
year \

The ' Government made
th;s pouit to the tndustry
last month when 1t"allowed
'‘the price-to go up an
average 35 per, cent to
about 450¢ a ton,—still well
helow what this sector re-
. quires to encourage new 1n-
_vestment |

. The coal indusiry was
asked to make do with the
new price at least until the
end of the vear when the
matter would be brought
up for a'review This was
accepted as’a reasonable
request

Spokesmen for this sec-

i

tor 'said  yesterday .they ...

Vg gl AT Pt ¥ i
¥ doubted “whether* the” re:

i m

s,cdmmendatjons: of“ithe, % /and nad asgec 10 O
patrick Commussion iwould~ . of whalwas required Even..
1n any way cause’'the tim- -

ing of & new price mcrease |
to be brought forward
mgmhcantly — *‘although
. an earlier decision would
" be all to the better” |

. There are stlllﬁmaﬁ;,r“dpif-
f1£cult1es to be'ironed out

" RIGHTS

The essential recommen-
dgtmns of the Patrick Com-
mussion which the Minister

' of Mines, Dr Koornhof, re-

vealed for the first time 1n
Parliament this week, 1n-
cluded. |

¢ A need to increase the
price of coal considerably
for an extension of the in-
dustry’s productivity

e A need to revise the whole
system of price control for
coal ,
e A need to take steps lo
enable the coal industry to
acquire the surface rights

of coal-bearing land at re-
asonable prices j
e And a need to take all
possible steps to conserve
.coal and elimtnate
wastage o
These are steps which
the' coal industry has’
sought for a long time
Now, with the weight of an
offrcral commussion behind
them, industry spokesmen
yesterday expressed the
- hope that changes were on
the way to place the in-

« Of particular importance
are the first two recom-
mendations. “ ,

Pricing has been the hg-
gest problem of this in-
dustry, with the main com-
plaint being that. price
control levels have nat'pro-
vided the sort of return on
investment necessary to at-
tract capital for expansion

The 1ndustry estimates
that at least R12 to R14 a
ton of coal 1s necessary to
support the cost of
establishing a colliery

Mr George Clark, a
director of General Mining
and general manager of the
group’s coal division, said
that before the last~in-
crease, the.industry had*
‘decided’ ng 1o be greedy b
rand had asked {6F only half

thus 1t did not gel

CASH FLOW

With the ﬁrlce now stand-
-1ng at about B4,50 a ton, 1n-
dications are the industry

j will stdl+be happy 1Lf the

authorities allowed the

. price to go up to about B8 a

ton and not the whole way

' It would enable the mines

ito generate a better cash
flow. and generate new
capital for expansion

The .coal industry would
Like to enjoy a return on 11-
vestment after tax of about
12.5 per cent, which 1n-
dicates 1t 1s not setfing its
sights unreasonably high

The existing pricing
formula prevents it from
reaching anywhere near
this, o the extent that 1n-
vestors would probably be
hetter off putting their
money 1n a post office sav-
ings account

Broadly speaking, the
bhasis price has been
‘caleulated at 12 per cent on
histortcal capital as
deprecrated by tHe
cumulative amortisatien
allowed by the Price Con-
troller |

The coal industry has
long. complained about this
formular and, particularly
since the inflation rate took
off, has joined that growing
band calling for some form

dustry on a better financial | of Indexation - perhaps

footing ‘

————

linked to the wholesale!
price index ‘ )

' The authorities have*;
several times iddicated:
they are not 1n favour of in-

dexing, ‘obviously because

it indicates an: acceptance

of automatic price adjust- ,
ments and that a high level®

1

-

ofinflation 1s here ¢ ’

‘All told the Govéﬂrfltra:lint
has some difficult pra-
blems to work out, not least
of which 15 determining a
middle road between the
coal industry's reqguire-
menls on price and the

basie interests of the con-
stimer

—_—
———
-
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WITH the "turning “of
' the §irst sod in the Giant
Sasaul,rill ‘on, the Eabtern
Transvaak Highveld only
imonths hivdy) three ma-
Jor. p{‘oblﬁws are facing

—-i

the qilifrom-cogl project
-eveny befofeiits planners
Jhave, “moved™ into; ‘the
';él&éh? *“f B *{f
v They fared .. inadequate
oad and sraii
*siter betWesn Bvander and
“Trichardt 144 km'from:Jos
‘franneshurg’ and the. mov.
ing of a ,whole, African
townghip. " .
hllgntslimbtéﬁpévﬁn S ag;:-!
. WeTDIgeest: pro
‘j“acgl . '&ﬁklbd
1 thi
to Staxt hetween October
and Japuary next year and
massive -loads of equp:

] Ll
| 1) e & I|.-r|l'
[ x U,

Tink§ ta the.

“h
ver' tos.be.itackleq"
§ countryyis'egpected.

Pane gV 1 se o 8 gy ‘m*}i *&l{v-ﬁﬁ:’?‘m L a'ii'rr-‘ﬁ_u}ﬁ'ﬁf*'ﬁ"" P15 ik

e ikl e

b ow,, e py ©
the heabyr lorrigs - trans-
porting -the equmipment be-
tween. «thie Reef and the
new Sasol site over the
next four to five vears.

In addition Trichardt is
served by a single railway
Iine from Springs, one
from Lourernco s Marques
and ope from Durban

- through Volksrust.

~"To ‘convey the -equip-
meiﬁﬁandr materialfor the
new Sasol town and indus-
trial complex that will rise
od the vitgm Bdstern
Transvaal soll, . marshall-
ing yards or 'new sidings

> ill ‘have to be huilt.

These transport pro-
blems will have to be
sorted out by the fime the
R ﬂﬂ-mﬂ%mn iproject: s
tackled. !

To' add tp the mtial
planning problems, the
Driefontein African town-
ship with 1ts 5800 1nphab:-

ment and materisl ‘wi 1{ tants lies in the greq where

have to be trafsported to
the area, ~

The rgad linking, Evan-
‘der, Trichardt and the
Sasol project with the
Reef, source of most of the
equipment and. matenal,
IS M g poor condition
from Springs to Leshe,

Tt would not be able to

wlthﬂg the weilght of

the White town for the
Sasol: ‘construchion work-
ers 18 to he huilt,

These African families
-will have to be resettled
elsewhere. The Bantu Af-
fairs Administration Board
has bought land in Devon
nearby for African hous-
g, It is estimated that
-the new African township

Eak” o

1
N LRI AN LT TV I

[T e e gl deaps — rir

to acaomlﬂﬁdateijhe vast

‘Black labour force for the
Sasol project will he se-
fnnd in size only to Sowe.
0.

Medanwhile the demand
for housing in Evander
and Trichardt has soareqd,
Sasol has taken 160 houses
in Eviinder and options on
stands at Trichardt for its
new . office complex.

~ Private pedple are find
ing it difficult to fet hous-
ing at Evander since the
announcing of the Sasol
project,

Sasol planners will ipit-
ially move into the house
of Mr Graham Allen, on
the :14074 morgen farm
“GneﬂehbgP" it has bought
from Mr Hilton Allen and
s two sons,

The Evander Town
Couneil which is to provide
essential services, has al-
ready held meetings to
plan for the demand the
Sasol project will make on
the town.

At Trichardt land prices
have soared to such an ex-
tent that a stand which
was valued at between
R260 and R350 was auc.
tioned for R1 500, Its own.
er, Mr J. van Onselen,
Town Clerk of Evander,

has already received of-
fera nf R4 00D for 1t
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Emruﬁw_&ﬂgmwﬂ Eﬂu i | e o8l - 2t L MR e 2 B Sy e o st s e W R e e, -———  ‘'grass roots” ‘toal ex-
progress would ‘iead to-the T - - ploration iy various parts

mirpduction of, this mone

ndvanced reactér” in the

late 1980°s,” he said.

“We have zlse entered
the minerals field amd
through our wholly-owned
subsidiary, Billibon Esx-
ploration South Africa,
are actively prospecting
for base metals such as
zine, copper, nickel amd
lead, 1 various parts of
the Republic, In time we
hope {o extend our <eo-
tavities mto other sectors
of the metals industry

“In our 75th year in
m&ﬁ?ﬂﬁﬁ E@%ms the in-
epan e group
stands on the threshold of
transformmg from a pet-
roleum supplier into a
great energy  producer
with expanding Interests
m chemicals and metals ™

el

-

of the Republic,and had

located significant Fe-
serves

Detalled feasibilin
studies are belng maddle
for mining, transporiin,
and marketing coal trom 4
new mine in the Witbanh
Bethal area in equal part-
nersh p with  Transs adl
(_on-vlidated Lands 4

comipany in the Barigw
Rand Group

Expeoris

“We are negotiating
with the Government
cannecilon with the lony
ferm esport of coal trom
the Republic and capout
to be able to satisfy «nt
conditions placed (il
future eaporters” said Mr
Geeling

1he group heid specsl
prospecting  licences tou
look for coal, ©il shales
ang radio-active minerdls
11 Botswana and
oy aziland and began o
ploratory work 1i1in both
countiries in 1874

Wherever feasible, codl
deposiis would be devel
oped by the most modern
SLF1P mening methods
whicl would melude the
preservation of the en-
vironment by reclamation
and repianting, An order
worth more than RJauvin
for draghines had alrea:
been placed

“We alc acknowled.euw
experts in the technologs
of transporting solids
through slurry pipelines
Detalled destgn studies
are bewnrg finagbized to
fransport coal by pipehine
to Richards Bay, wherce
the Ratlway Admim~-
tration 1s Luailding faril-
ties to enable the export
of coal 1in larze vessels

"\ e are aiso deeply n
voived I major rescdanh
on the efficient and
economilc  converwion - ui

coal mto v diyocarhnm
cases and lirguid-
Laboratory and n lot

~tudies are expected to
lead to processes <powIng
Improyemernt over current
tec hinology

The si1ability s<studies
we  are  undertaking on
coal nunug solids pipehin
imeg and cgal converson
w1ll 1f they come to mp

£ - ¥ s | fa k& | 2 L N ad T4

Hti‘

U



Financlal Editor

QUITE obviously, from the announcement made
by Shell this week that it is to invest R500
million in South Africa over the next ten years,
the emphasis is going to be on coal.

For, although ! will continue 1o dominate the
energy arena for some years it is cerfain that Shell
views coal potential with the greatest optimism. Figures
from' the World Energy Conference last year show that
ecopomreally recoverable coal reserves total an equiva-
lent of 3000 hilhwon barrels of oll whereas economucaily
recoverable oil totals only 550 billion barrels. So the
emphasis is on coal and, of course, nuclear energy. And
in both these fields Shell is making a powerful push.

The group makes the
pomnt that i searching for
o1l over a long period of
fime 1t has built up a “vast
bank of mformation” on
the world’s geological
structures and,” as such,
places it m & sirang postk
tion for the explomtation of
oll-alternale energy reser-
ves. ==

Already Shell has
located “significant™ reser-
ves of coal in South Africa
and 15 currently involved
1 a feasabihty study for
mining, transporting and
marketing coal from a new
mme -in  the Wit
bank/Bethal area in equal
patrtnership with Transvaal
Consoitdated Lands.

. The group has an export

permit for 150 million tons
of coal over 20 years and
ig also involved in negotia.
tfons on & coal slubry
pipeline between Withank
and Richards Bay. The
cost of this pipelne could
be around R300 million —

an amount which, depen-
ding on the negotiations;
rould he spread out among
several users,

Shell is developing the
technology of slurry
transportatton The slurry
is a mixture of coal par-
ticles and water with the
coal having been ground
to particles all smaller
than 1 millimetre (n
diameter., The mixture is
about 50 percent coal and
50 percent water -— by
mass.

Solvad

Preliminary designs for
the Richards Bay pipeline
cater for around 20 mullion
tons of coal to be moved a
year.

Shell elaims that one of
the main problems of slur-
ry  transportation -
dewatering—has now been
solved.

The group is also in-
volved m the nuclear
energy field and feels that,

K. L. Geeling

fn this area, there is con»

sidepable potential for
South Africa

Shell has a 50 percent
interest in General Atomic
whose main business 15 the
design, development,

marketing of high tem -

perature gas reactors and
their associated nuclear
fuel

It is clamed that the
HTGR 1s the most ad-
vanced nuclear power gys-
tem commercially
avajlable today and 18 con-
sidered to have definite
advantages on safety ene
vironmental and operating
grounds

According to Mr K L
G. Geeling, Shell’s South
African  chairman  the
HTCGR 18 considered to be
particularly switable fto
South African conditions
and preliminary studies
now 1n progress could lead
to the mtroduction of this
reactor in the late 1880s
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]N h:s?br;s}:de ﬂal speech tn the Chamber
-iof !ylmes Mr A-W.S. Schumann said that
Lf“the tupgied production of South Afm:an

" coal aWould have to. be doubled in the next
“decade if the export pol‘enhala were to-be

i “fiulfllle,d and, the 'country’s ‘increasing

d&ine‘stic reduii"eménts; satisfied. -

aJr ¥

t

The 1nve5tment requlred,L .quate return on ‘the re-
said-Mr, Schumann, would -placermient value of coal
betin'the order 'of R1000-! . mining assets,
million. He added that LR v ‘However, the ’»Imisters
- this” was not forthcommg concerned are ‘aware of

. shortages “could ‘be’ 18X~ 'the, problems™ of the coal

. pected 'to” * become Jmore | , minng., industiy tand are
ire guent ‘and more 'severe  seeking ways  and «Ieans
'Wlﬂl the ‘possibility of dis~- . ,of meeting the. industry’s
‘ruption’ of the’ industry’s  requirements as soom as
. Supply and sales, pattern. pnssﬂﬂei o

. ‘Furtunately, the GOVEI T . s ~
’**ment ﬂnwmracknuwledges 0y

the'“nieed, for, :the _coal °

! mdustry to’ s{ttract s’

.share of, 1n1fes1ment,1 eapi- v

tal:.a The recenti 35, percent
.L.mﬁ;ease “in, ﬂ'lET producer
Jprice, of?, cnal I8, ¢ an’1m-
wpartantﬂstep fnrward “he.’
:.::cgys,e* it s 'based"nnfftthe ‘
"*acceqtan e by the. ‘Govern--
wment ‘of new prineiplestof
pnce determmatmm al-°
thoﬂth, it -fallg, ‘far >short'
+uf1fthe sprice requlred 10 1
" Justify, *the estahhslriment

{7

nf*tnew coflierses. . “"v '+

~ “‘The*”*essentlal " Teason
“for »this Hshnrtcommgf A8 ¢

El‘that thé Guvernment ‘has!

**not‘“fuund it pnsszble.. N

h pre:entp; cjrpumstances, o,

, aceept- the - prinmp"le that

“the controlledk cpncef-wof

" coal/ shéu’ld ensure anﬂade-
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“Tscor 1o

Iscor is to open a mine to
produce- high-grade -blend
coal at Ellisras m the
Northern Transvaal. The
mine, Grootgeluk, is -to
start operatmg m early
1979, and will imtally
produce 1,8m tons of wa-
shed coal a year.

Iscor News, which an-
nounced the decision
gives no estimate of cost,

but the - mine, together

with the cost of providing
infrastructure to this re-
mote area, 15 likely to be
astronomically: expensive.
Iscor’s heavy loans from
Europe. will probably i-
nance ‘the project

The break-even pownt
will thus be hgh, but Is
cor must be desperate to
ensure future supplies of
searce coking coal, espe-
qzaﬂy with the Motatize

a—
—— ——  —

e

Ly

seor, 10 open coal mine
elgz 7 prospect in IMozambigue

looking a little dublous.

The fraciion of good
eoal 1 Ellsras is under-
stood to be heavily di-
luted by much low-grade
material. Anglo American
and General Mining are
also prospecting in the
area, but there 1s no indi-
cation that they will begin
mining.

Grootgeluk will  be
mmned by openpit Ime-
thods to a depth of 8o m
Orders for RBm worth of
equipment have  been
placed — Including a
drll, egzcavator, front-end
loaders, bulldozers,
graders, and a fleet of six
15040n Terex rear-diump
trucks.

These will be used on
waste stripping only In

1976 and 1877, before thet

benefreiation plant 18 come

@ CSZKE/ € '(: / '3~/,,};»‘§C

pleted. Iscor will then
take over mining

The plant will have an
input rate of 3000 tons an
hour, to produce 300 tons
of coking coal and 3060
tons of middhings,

Grootgeluk wil  not
make Iscor self-sufficient
im coking coal. Last year
it had o buy 1,1m tons of
coking eoal and 2,lm tons
of blend coking coal from
ouiside sources.

A  second phase at
Grootgeltk would double
production.

The -bushveld- village of
Filisras will grow conside-
rably. The mme will em-
ploy 350 Whites when pro-
duemg, and build houses
for 300 of them It will
employ 2000 - Blacks
and “a reasonable percen-

tage”® of key personnel

wili be
housed

permanently

o>
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R400m coal pipeline
. studied by

JOHANNESBURG.—~The coal mine Shell South Africa and TC Lands is
opening in the Withank™ district has been earmarked to service the export
market ‘almost entirely. Shell is currently studying the feasibility of piping
the coal in-a-slurry form to Richards Bay.

At a press.conference in
Johanneshurg “ yesterday,
the chief executive of
Shell 1in South Africa, Mr
.Ken  Geeling, revealed
that the possible cost of
the. pipeline.could well be
about R300m. to R400m,
at today’s prices if it be-
pame a multi-user facility
— a condition being

stipulated - by  the
authorities.

On this basts the likely
capacity of the pipeline
would be 'of the order of
, 20m, tons of -coal a- year,
Shell’s portion would he
about 7500000 tons, 1if
pegotiations with, the Gov-
ernment are satisfactorily
concluded for-the export
over 20 yearg, of 150m.
tong'of coal. ’

I was told 'this quota
would almost’ certainiy ab-
sorb the bulk of the ton-

y | " lsq |

—_— —r

nage produced by the T C
L.ands/Shell mine.

Feasibility siudies dfor
the coal slurry pipehine
are still very much in a
state of flux, even though
Shell has heen 1n-
vestigating such a trams-
porfation system for the
past 13 years.

The main reason 1s the
stipilation by Government
that the pipeline must be
avallable for use by all
the large coal exporters
who are desirous of fol-
lowing this route,

Ot the five groups
which have been granted
provisional export quotas,
only the South Cape cor-
poration, which has been
granted a  provisional
quota of 150m, tons, and
Shell are interested m fol-
lowing the pipeline route

The others, including
the Transvaal Coal
Ownerg Association, Anglo
American, General Mimng

-

and British Petroleum and
the Total Oil Company,
have mdicated that they
are niot imterested.

‘' INDEPENDENT
Mr Geeling made 1t
very clear yesterday that
Shelt’s feasibility plans mn
connection with  this
project are being carried
out  Independently of
whatever studies South
Ca%:he may be involved
with.

There s no fieup be-
tween the two compames
on this project. Apart
from an informal dis-
cussion held some months
ago there has been no
direct contact, according
1o Mr Geeling,

Phis di1d not mean that
there was no likelihoog of
South Cape participating
1in Shell’s pipeline plans,
“if they have the neces-
sary finanece and coal”, Mr
Geeling added.

PALS
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AS a result of the world energy crisis South Africa is
heading for a coal export boom which will:boost its
foreign exchange earnings by hundreds of millions of
rands over the next decade and make coal-the couniry’s
second most important export after gold.

Current, estimates
inghcate that the open-
*mg of the new har-
t bour at Richards Bay
'next Apnl could 1m-
 mediately ' .result 1n
.coal éxports ' worth.

" about RZOO-mllhon a
year} ,.*’s.i_’i'_ ‘_

{ And coal-'exp nort worth.
about .+ R1{ l}ﬂﬂ-mﬂhen .a
year, by-the: mlddle of the
 next’ . decade ‘is- a etrong
prebahﬂlty ¢ "

‘f ; This*figure imey-* appear *

, large . 1n relation' fo the
" Sonth African economy.
. 'But. 1t is~not- unﬂuly big
- In terms .of .energy ‘eeste,.
The feurfeld increase” in
' the.oil price, fer example,
18 ceétm "South Africa an
extra: R’IOU-nnllieh‘*aa year;
a Gdvernment: spekeemen
a‘nnehnceﬂ recently '\

“e h{*. }

H;gher prlee ,

|
J'
)
{
i
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T eagan —

Centrmg attentlen en‘
South ‘Africa’s coal’ expert"
.boom 15! the’ annoumnce-:
ment, by several ' toal
mines ., 1n .the Anglo
American’ greup that, the
price of coal exported to
* Japan has . been .. raised.’
| :frem "94,70 .dollats to -84,
dollars (R24,28) ..a , ton
f.0.b at Lourence Merques_

Tﬁey; say. further ' nege-;
tiations’ will be. required
for the establishment of,
prices to apply from, Aprﬂ
next year when deliveries
will start, through Rich.
ard’s’ Bay.” They -add that:
34! dellere ‘will” represent
the ' ﬂeer pr1ee: fer nege-t.
tlatiene e

It is a measure of -the:
chengerl outlook for .coal,
that when: the, Japanese
enntraet, was, first negetl-
ated 1n-1973, the fob iprice:
was fixed. et R848 a ton

rising -to R9,68 a tenaby
1983 .

With: the ‘coal industr?
Jhaving firm- ‘contracts te
export Samliion” tons' .
year frominext June and
the possibility being-called!
on to supply a_further 4-
mllion tons a year, export
¢ earnings from coal could '
 nse  to between R200-
“million 58" Hiew ‘collleres . utlion and R300-million a.
cﬂ?'lte.:f ni:nltiitiir:1 nperatieln and " year. .
- port facilities are enlarged. . '
tTﬂ =n;eet the iexpected ?‘ NEW ll]flﬁ
-ixe;rﬂ'ts nﬁr Eisai bgen cg;{ However, this 1s just a
nouticed that thetnew. rail- ¥  start, Several large munng
way line from the Trans- | groups ., each have been
vaal to- Richards Bay,d given ““ndlﬁ‘;nal o,
which has not yet comes. ,Siop- to export up to

mllhen tons & year. This
Into. keperetien, s to bes eeuld resulf in coal exports

gradually mounting to
around 50-million  tons

SN L e e L dl‘LH“T "ﬁ'l ﬂﬂﬂ 4
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By PAUL DOLD
Financial Editor

DR ANTON RUPERT’S
Rembrandt . group 7 is
moving into coal .in 3
diversification which
looks brimtul of pro-
mise although it is, at
this stage, small as
against the massive
liguor and tobacco in-
terests. *

The group annual Tre-
ports released today dis-
close that a wholly-owned
subsidiary has acqitlred a
50 percent stake In Aloe
Minerals at a cost of
R400 000 Aloe Minerals 1s
mining coal 1 Northern
Natal.

"

—

fImes

S
5 CO

The report significantly
says that prospecting for
new coal deposiis 18 con-

tinuing and  already
favourabte seams have
been discovered It 1S
the intention to0 expand
the operations of this com-
pany,” 1t adds

ASSETS

According tor the Rem-
brandt group annual re-
port, total econgohdated
assets of the company and

1ty subsidiaries increased

by 163 percent to
R402,5m in the financial
year ended March 1975

Consolidated net profi

-
r
L
s bl
o -
]
v
- ]
"L

before tax amounts fo
R538m. The equity
method of accounting has
been used 1 the pre-
paration of the financal
statements. As a result,
the company’s share In
the post-acquisition profits
and reserves of companies
in which 1t has an nterest
of between 25 percent and
50 percent have been ac-
counted for

The net mterest of own
members n profits for the
year retamned by as
soci1ated companies
amounts to R3m

Of the total tax profils
of R40,2m, R35.8m 18 att-

ributable to members of
Rembrandt group.

Profits for the finaneial
year are not comparable
with those of the previous
financial period as i the
former equity accounting
was 1introduced while the
latter covered only nne
months.

RESERVES

Total consclhidated re-
serves mcreased by 153
percent to R208,0m

The net asset value per
share 15 457¢, Earnngs
per share rose to 68,5¢
The tdtal dividend of 16¢
1¢ covered more than four
times.

The board mentions 1n
1its report that prospects
in both the tobaceo and -
quor mdustries are satls-
factory 1n spite of cost n-
creases which necessitated
price rises

After the end of the
financial vear Rembrandf
group exercised its right
to convert the preference
- shares held by it in Oude
Meester Group Lid,
thereby 1nereasmng its in-

terest 1n that company to
. 6,7 percent

Rembrandt ,Controiling
Investments has a 51 per-
. cent interest 1m -Rem-

brandt r.]:}rﬁun Ltd, Total
consolr1dated assets
amoint to R402 7m  whila
ne assets mereased by 18
perpént tn RAINA 8

The net asset valite per
_share of 10c amounts to

338¢c,

Phe - itnterest of own
members in the con-
Canbidated profits. 18
'R182m , Karnings pe
share of e 15 therefore,
50.6¢c, from which a total
diwmdend of 118¢ per
whare has been paxd

- ehpes)”and Industrial
. Investments! net profit
after tay’ for the financial
- year ended March 31,
1 7075 nereeeed ta Rt 4m
"The total'dividend of 9.4¢

;per share -amounted fo
‘; R1%m. -
The total consohidated

nterest of own members
'in the assets of the com-
pany mcreased to R39,6m

‘The companv’s share - of
profits.and reserves of us-
| sociated companies are -
ccluded in this hrgure, 7

" “Technical Investments
Corporation’s net profit
after’ tax for .the financial
- vear ended March 31, 1975
‘inereased to R1,7m. The
- total dividend of*9dc per
_share amoimted to R1,6m

The consolidated 1n-
terest of own members,
which mcludes the ¢om-
pany’s share of profits and
reservec of  assocrated
companies, amounts o
R48,7m — Sapa

_._..l—-—-—"""'h_h
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Weekend Argus
Correspondent
JORANNESBURG.~~South
Cape Corporation, the
much - publicised company
with intentions of winmng
a major place in South
Africa’s coal tradé, yester-
day failed to take up its
option  over exiensive
nminexral rights in Zululand.
Tts owners are now in
Johannesburg for  dis-
cussions with one of the
big mining houses on' the
possible sale of the righis.

The rights, according to
Ubombo Mines, owned by
a group of Maritzburg
businessmen, cover more
than 12000ha w1 the
Nongonta district of Zulu-
Jand, which are underlaid
by deposits of high-grade
anthracite -— some of
which could be exploited

by “opencast ‘'mining.
" Acecording to a director
. of Uhombo, South Cape
asked for an extension of

e i ——

—_———— — e — —

—w—f‘—l—-—_

its option for three or
four weeks. - But 1t was
considered that as it had
1ot been able to find the
money to take them up —
believed to he some RS-
million ~ it would not he
in the interests of Ubombo
to have any further deal-
ings with South Cape. If
had therefore been deci-
ded to offer the coal rights
to other imierested organ-
isations.

South Cape was launched
with a flourish just over a
year ago at a banquet in
Johanneshurg when DMr
Schoeman deseribed it as
the higgest single foreign
jnvestment project yet
undertaken — eventually
amounting to R1000:-m.

Most of ilie money was
to come from Italian
and Luxembourg-registered

. companies with a combined

stake of 80 percent in
South Cape’s equity, The
balance was owned by 2

e acsus B Hy5 "

ape option en

company owned hy Mr Jim
Bailey, Sonth  Cape’s
managing director.

Technical consultants

said that the areas im
which the corporation was
interested contained large
reserves of coal.

Simece then no Progress
has been made. Within

weeks of the banguet it
hecame clear that there
was little chance of any
money coming from THaly
as the result of the credit
squeeze and Mr Jim Bailey
was admitting that there
was little chance of ex-
ports starting before mid-
1971.

In Nay this year Soitth
Cape announced that it
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had acquired, options over |
anthracite deposits in the !

Ngogoma area, Prospecting
had heen completed, said

Mr G. A. Lauro, a vice
chalirman. leaving a few
loose ends to he tied up
The investment envisaged
could be anything between
R30-million and R200-ml-
iton. The options have now
expired.

Shortly after this, Mr
Bailey resigned as manas-
ing director, leaving Mr
Lauro fo run the corpora-
tion. Nothing further has
been said by it about the
pipeline scheme, though
recently Shell announced
that detailed design
studies for 1i were near-
ing completion.
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: By ADAM PAYNE
w "Mining Edito:
GENERAL MINING’S Trans-Natal

Corpbration is negotiating an

export coal contract worth
about R45-millionayear.

The contract will run into several
hundred millions as it will continue
for many years under a Govern-
ment permit which will enable
Trans-Natal and overseas partners

'toexport 100-milliontover20years.
This is the first big development since the

| Government announced earlier this year
thatit was making provisional aliocations for

- large-scale exports of steam coal to minng
groups and overseas partners. These inrlude
several bigod companies.

Trans-Natal1s taking steps to meet the
strict conditions imposed under these alloca-
tions. They fall under such headings as the
employment of foreign capital and foreign
technicians so as not to strain South Afriean
resources, andtheyinclude provisionsforthe
gradual phasinginofexports.

The tonnage

Trans-Natal’s contract 1sbelhieved to be for
a tonnage shghtly less than 4-million a year,
compared with a provisional -allocation of
3-milthon.

The financial conditions laid down by the
Government will be met hy the provision of
overstas firance in collahoration with twao
partners.

The contract has not been compieted but
good pragresshas been made in the negotia.
tions. ..

- A successful outcome will be a brilliant
stroke by Trans-Natal’s coal division’ simnceif
will hift this corpofation into.a-rmuch higher
earnings.fielgthan‘that provitted by the old
Es¢ mccontracts, towhichitislargely tied —
although its latest Escom contract, for the
big Matla power station, will be on a much
more profitablebasisthatearliercontraers

Other miming houses which have been
granted provimional export allocationg. o]
Wmﬁoﬁ.ﬁ and and Anglo American Corpora

on. .
These ecompantes are also considering ex.

~ peort projects and holdmg discussions with

the Railwaysandother authorities

The allocation

Another company with a provisional al-
location is South Cape Corporation headed by
- Ben ‘Schgeman, the former Mimstey of

{

¥ Railways

It §s reported that South Cape may join up

¥
N 141%.. with American interests, But the success of
_its

pipeline scheme — for piping coal to
T T Ray e w1l dep<nQ on whether 1t
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is unlhikely to be economic unless at least.
15-milliontonsofcoalavearare dispatched..
Ifthe Trans-Nataldeal:s signed, anunder-
ground mine—asopposed to open-cast work- 1.
Igs -— devoted entirely to this export gorn-
fract will be opened in the Eastern
Transvaal, ononeof the large blocks of 1and
over which Trans-Natalholds thecoal rights.*

It will take about two and x half years to {
establish the rmune. sa that exports wall not
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THERE is some gentle Lon-
don interest about for our
coal counters on the view
that they will afford some
good jobbing opportunities.

Given the narrowness of
the coal market, this Lon-
don support plus some
South African mstitutional
buving 1s holding the
market up My beliefis that
this stability affords re-
aders a good profit taking
opportunity

Generallv speaking. the
coal sector s overvalued
and sustained by sentiment

| hot fundamentals The sec-

tor 1s on apn average
dividend vield of 4,5 per

cent Thisisfartoolow

But sentiment, that
dlways potent market

force, 15 anticipating a won-

derful long-term future
with Juiey dividends at the
end of the rambow

The trouble with the long
term i1s that it never proves
to be as rosy as the matket
thinks Reality always
dawns and share prices
turch downwards It 15 Im-
possible to predict when the
present over-inflated bub.
ble will burst, but I think 13

could happen within the
nextsix months

RICHARDSBAY

I am not saymng coal
doesn't have a future It
does But from an Invest-
ment point of view. the
downside risk 1s now much
Ereater than the upside
potential Taking profits or
cuttmg losses now mukes

_, sense,

First, consider Richards

| Bay To hear some people
I talk, expanding its capueity

at 12-millign t to 24 million't
can be done hththe wave of
a wand.

The present plant 15 cost.
g R35-milhion and to ex-
pand it to 24-milliont, given.
the extra capacity: already

~installed; “would’ cost

another R10-mullion,

By the end of 1975 the
feastbility studies should be
completedon expandingthe
plant’s capacity 20-
millioch t The 20-malljon t
figure 1s the coa] capacity
figure for the rallway lme

- after allowing for other non-

coal users’ clamms on the

' Coal export contracts for
12-million t have been
signed So we are talking
about another possible 8-

“mullion t distributed among

those groups with export
permits ahd strong claims
by virtue of their present or
dersfortheextra capacity

This boils down te
Shell/Barlows, Anglo
Amertcan and General Min-
Ing and its associates

To Iift the rallway line’s
tapacity to more than 20-
miilion t will mean having
todouble thetrack ine And
this the Railways 1s npt at
all keen about unti] 1t has
gained operational ex-
perience runmng the 1 200
metre-long coal trains

Given the railwaysiack of
€xXperience with these
trains, and new :iail lime
commitments elsewhere, 1t
will probably be 1980 before
we see a double line to
Richards Bay

Potential for volume ex-
ports is thus hmited for g
good five years ahead, and
waving wuands 1s most yn-

hkely to shorten this time
scale

SPENDING

Then there Is the huge
caprial expenditure pro
gramme facing the coal 1n-
dustry This s variously

estimated at between R800-
million to R1 100-muliion

over the nexat decade This
figure ncludes the new
Sasol, Iscor coking coaj
plans, and Escom's needs,
SO the total faced by the
Private sectorisnot quite so
daunting

But 1t 1s st} large Andit
excludes the significant
captlal expendityre impact
that the five-day week will
have on the mines

Putting exact figures on
capital expenditure at ths
stage 15 1mpossible. But
there are some: rough

guides T

1

¥ S

DEBT

The Transvaal Coal
Owners Association mines,
for example, will probabiy
have to raise output 1n the
next few years by 12-million
t Atonof Ccapacity 1n a new
mine costs about R12 to
start up. But probably only
2 half to a third of this ex.
pansion will come fromnew
mines

b!;I‘he rest will be achieved

expanding existing”

UD:EI‘HUOHS. financed out of
Cd‘rh flow and nrafies L

cost a ton of expanding ex-
1sting capadcityis about R5 q
ton

Thus capital expenditure
on the 50-50 course would be
R92-million while the two-
thirds one-tmird pattern
would be R81 million
Either wav, that expen-
diture must mean reduced
dividend potential

it also suggests a lot of
debt financing and possibly
a few rights 1ssues These
cdsh calls and needs. loom
Ing as they are over the
horizon, are hardly the stutf
that bull marketsthrive on

Nor can one see the Gov-
ernment grantmg generous
domestic price increases If
we see R1 15 a ton increase
this time 10und 1t will be a
fair bit more than most of
the producersexpect

Can you see the Govern
ment doing more, given the
crucial ant: milation battle
that s facingus?

The Petrick Commussion
recommendations may
shed more hight on the en.
tite pricing svstem But re-
commendationy are one
thing. parliamentary ap-
proval and action quite
ahother

PREMIUM
My guess 15 that the Gov.-
ernment will encourage the
development ot new mines
with a special pricing pohey

for them alone while keep-
tig the price control gomg
for existing operations

The eftect of the premum
price recetved from exports
15 oiten over-esttmated by
the bulls The premum 15
spread actoss the board tor
the TCOA producers So ex-
port premiums on 8-million
Lto 6 500 000t are effective-
ly spread over 24-milliont of
current TCOA domestice -
output

On the not unreasonabhie
view that the export con-
tracts were soldonthescale
Up Wwe can expect a pre-
mium a ton ot about 50¢ Not
the R1 plus that some talk

of
BETTERDAYS

Finally, eommonsense
telis one that future export
contiacts will be for higher
quality coals It follows, too
that there willbe 4 tendency
towards a surplus of lower
quality coals 1n South
Africa

The lower quality munes,
as In other mmmng fields,
will sufter more as time
goeson

As Natal Ammonium
chairman MrJ A Hyman.
hoted last week *“‘one must
not lose a sense of propor-
tion " about the coal scene ]
would recommend Betting
out on London's back sit on
the cash and wait for better
davs '

—— e e———.

e
—

" HF f—?/é

e

2P H o




-

o el aa

Don Robertson
Financial Editor

THE brief statement
from Anglo American
|that it proposes to

its major coal mining
companies hides the

merge the interests of

was almost
tons of coal

The reason behind the pro-
posed merger 15 obviously the
need to rarse additional

| finance for new facilities to
meet the substantia] export
| orders that have beep
awarded to the respective
mines While details of the

13- million

news of the creation of | merger and the benefits

the largest coal mining
group in the country.

It suceessful — and there 15

| o reason why 1t should not bhe

-— & company along the lines
of Amgold will come nto ex-
1Istence with a capital which
should exceed R80-mmllion

The merger would be 2
gathering of the activities of

IVereeniging Estates,

Amalgamated Cdlhieries,
| Coronation Collieries and
South African Coal Estates
The combined profits of these
four compantes last year was
around RI12-million after tax
and their total output 1n 1974

which will flow from 1t have
not yet been released, a quick
look at the possible package
deal makes Interesting read-
Ing

Vereeniging Estates, as the
largest shareholder 1n the
other three will no doubt be
used as the vehiele for the
transaction Iis capital invest-
ment 1n Amalgamated s
worth, at current prices,
around Ri%-million Its g2 per
| cent stake in S A Coal Estates
Is worth about R37-million
while 1ts mterest in Corona-
tton 1s worth R8-million The

three 15 thus worth almost
R80 million

O}

controlling interest 1n these |

Vereeniging Estates 1s like-
ly to create a company hold-
Ing these interests which it
could float, probably by offer-
Ing preferential rights to
shareholders of the respective
companies Assuming it re-
tained a 60 per cent interest in
the new company, 1t could
ratse around R28-million
through the 1ssue This figure
would fit m very well with the
Costs involved in expansion to
meet export commitments

Coronation has a contract
to supply 500 000 tons a year
to Japan starting 1n 1976 and
a further 250 000 tons to Euro-
pean customers starting in
1977 The capital required to
meet this 1s estimated at
R15,5-million By 1976, S A
Coal will have to push up 1ts

exports to 985 000 tons a year
at an additional cost of R16,5-
milhon Subsidiary, Spr

| ingbok, needs R3,25— miliion

to increase its supply to Iscor
The total for these projects
alone 1s close to R36-million
Big brother, Anglo, would
certainly be overjoyed if it
could ayord supplying the

bulk of this finance

The formation’of ‘such a
company - would make good
business sense, not 'only 1n
terms of the benefits that
would flow from a centralised
administration and promo-
tional effort It- would
represent a company that
would be mming about 20 per
cent of the country’s ¢oal pro-
duction -

- It could-earn almost R12-

million ‘a ‘year which would
give 1t a very comfortable re-
turn on the presumed equity
structure and would pre-
'sumably not have particular-
ly heavy loan repayments
- which would have been the
case had the,cqmpamfzs gone
thetr separate ways

i Final details are still un-
'known but opinion 1s that
l
:

“Amcoal” 'will be a welcome
addition to the JSE lists
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‘Mining Editor

IN A R115-million deal
Vereeniging Estates is taking
{ over the outstanding shares m
Amalgamated Collieries, SACE,
Coronation CoHieries and four
unquoted companies to form a
new coal mining giant with
sreatly enhanced borrowing
powers and earnings potential,
The new company will be cal-
led Anglo American Coal Cor-
poration — Amcoal for short
Ver Est, the takeover vehicle
which will become Ameoal, will
divide 1its 1ssued shares by four,
creating 11-million 50c shares.
It will 1ssue another 12,5-
mitlion shares to effect the deal,
leaving Amcoal with an 13sued
capital of 23,5-million 50c
shares
~ The merger will be done m
 two stages Amcoal will first ac-
quire the outstanding shares and
shareholders’ loans in Anglo
Power and Transvaal Coal Cor-
poration for the respective 1ssue
of 6390 944 and 203 750 Amcoal
(50c) shares, Ver Est already
owns 154 per cent of Anglo

Power and 50 per cent of TCC
The second stage will be done

by a scheme of arrangement
with outside shareholders of
Amalgamated, Blesbhok,
Coronation, New Largo and
SACE.

-

Under this deal,
Amalgamated holders will
recetve 90 Amcoal for every 100
Amalgamated held, i

Coronation holders will
recelve 70 Ameoal for every 100
Coronation, SACE holders 275
Amcoal for every 100 SACE;
‘New Largo 20 Amcoal for every
100 New' Largo shares: and

kst coal
merger

Bieshok 20 Amcoal for every 1%
Bleshok held |

Ver Est already holds 68 per
cent of Amalgamated, 71,9 per
cent of Coronation, 61,9 per cent
of SACE, and 49 per cen{ of
Bleshok Amalgamated and
Coronation each hold 40 per cent
and TCC 10,13 per cent In
Bleshok. Amalgamated also
holds 50 per cent of New Largo.

The terms offered are based
on the future potentials of the
respective mines and, where
quoted, their market prices

Amcoal will pay a forecast
final of 17,5 cent per share (e-
qual to a 70 cent final on Ver Est
for the year ending December,

For the year ending
December 1976 Amcoal expects
to pay a total of 38c per share
out of total forecast earnings of
108c.

This dividend, which will
come after retentions are made
for “‘substantial capital expen-
diture programmes” for Am-
coal, compares with a 1975
equivalent of 28,75c per Amcoal
share,

Based on Ver Est's suspension
price of around 2000c —
equivalent to 500c on the split
shares <+ 15 tahen out with a
minute 2,4 per cent premium
over Amalgamated market
price. But the second interim of

11,5c declared yesterday plus

Amcoal’s final will give a total

1975 payout of 40c (unchanged

on 1974)

In 1976 the payout will drop to

34c before quickly recovering in
future yéars.

The small premium reflects

the group’s stramed financial
position and its lack of export
orders.

Coronation goes out with a

23.8 per cent premium to
market value and dividends of
18,3c in 1975 (9c) and 26,6c In
1976.

SACE is valued at a 40,9 per
cent premium and dividends of

73,1c for 1975 (45¢; and 104,5¢ in

1976 These are ajl better divi-
dend prospects than the groups
could have achieved on their

oewn, Anglo says

It will be interesting to see
what the market makes of 1t
when the shares are re-listed on
Monday Amcoal could prove fo
he a very attractive and
marketable coal share.

The combined group wili have
Escom contracts m 1976 for
around 14,5-mullion t pa, 5,8
millzon t of local and export
coal, of which 1,5-miilion { pa
will be exports (1-mullion t being
low ash coal) and 2,5-mllion ¢
for Iscor

Anglo American has agreed to
grant Amcoal its export grant

' for 100-m:lhion ¢ of ituminous

coal over 20 years

Anglo has also agreed to see
that sufficient bituminous Tran-
svaal coal reserves are made

available to satisty Amcoal’s |
future needs Anglo has proven |

reserves of 6-billion fons plus

the reseryes of the Amcoal com-

panies '
Amcaal

r

will have gréatly

 enhanced borrowing powers asia ;

consolidated group .and retent’

tioris will thus be less than if the

djndividual mines soldiered on

H;dﬂﬁf L ;‘i ;1 f !
Dividend growth will be

 related to profits growth, which

Amcoal sees as bright given the
new Escom contracts with their
inflation-related profit clauses .
_ Capital, expenditure over the
hext five years will be aroiad
1200-million

—_Ll S
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nen businessmen start talking about
ilosophy it is usually time to hold tight
your wallet, as the concepts advanced
Al tend to owe more to the Chicago
catpackers than, for example, to Ber-
and Russell,' Shareholder reaction will
termine insthe near future whether the
ulosophy’ répresented 1n the complex

al which"is planned to create Anglo
e Q[ 842 ¢
csptable or not. My own view, for
1at it 1s woith, 1s that in terms of the
norities concerned the deal could be
2 farrest to come out of 44 Main St for
me time and has a good chance of
Immanding wide acceptance.

Any such deal 18 of course concerned
ith ratios as much as with market
:ces. The basis of Amcoal, as the con-
ndated Vereeniging Estates and its sub-
haries will be-known, is that Vereenig-
1’s existing 2,75m shares will be splt
ir ways, making llm, and that a
ither+12,5m will be issued for outside

wreholdings in Amalgamated, Corona-
ln and SA Coal, taking the quoted

ques first, and for the unquoted Anglo
iwer. Collieries {APC), Blesbok, New
:7g0 and Transvaal Coal Corporation.
One controversial part of the deal may
vve to be the issue of 6,4m Amcoal
ares for the 53,3m APC held other
@ by Vereemging, which has 9,7m.
is values APC at slightly under 50c
- value {on the Veregeniging pre-suspen-
n price of 2 050c) but more important
;jgwes,APC shareholders 28% of the
+v company and should imply that
wC will contribute 28% of combined
zinings. The documents will no doubt
Ve more to add.
Meanwhile, Anglo’s coal division
«d, Graham Boustred, makes the point
it'new generation Escom contracts are
“easingly profitable and provide for
ahrecoupment, profit and amortiza-
1. The Arnot and Kriel fields are
dicated” to Escom and while APC
" r$°not own. the muneral rights 1t will be
"2 to exploit the portions which are not
1ady bemg mined to establish three
v Escom collieries of 8m t/year each.
C’s dowry is therefore existing capa-
1 building up to 14m t/year with an
Jitional potential of 24m t/year which
" | way or the other will duly constitute
coal’s “base load”,
>*a these considerations, I do not think
<1 APC.can be represented as some
i1 of lame duck which is being stuffed
Amcoal 1n return for good paper
xed by domestic business, Iscor and
.5 more profitable export contracts But
0 if1t were, it could be argued that
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3 N 'i’* ey another R3,4m to the value of Amalga™.
;””5 e S maied, or 110¢ per share. TS
A AP One quibble could be that thete ig N0,
‘s S K clear valuation of the unquoted Witbank ;.
. ; ; Coal Holdings, in which Amaigamated .
e T g and Coronation both hold 507, afd: -
T which gave an assurance at the time'uf -
P the Schoolgez:icht Colliery closure thaf - -
L AT would make available to Amalgamated 4
= ,: . a7e .y muning area “should it ever destre 1o open.;”_
P £ ¢ a new colliery”. Obviously Amalgatsm
é ) s }f } mated, with its pnmanly Escom contént,”"
PR W ., would be a ddferent and more valuaie s =
f iy § ammal with a Imt/year domestic coll ;E_E}}':"f_'
; e as well, o Ny *_I'e,ﬂiméj::_“_
ras [f \ Another intriguing possibility *is! thau..
" ] 4. with Anglo 1n the runmng to opengitie; s
1 st private sector oil-from-coal pliaize
- o 7 at Devon, Ampﬂal will supply therz}}v}jﬁ”ﬁ“_
, e B 74 mateual, In this context, the annoymnces; .
o },{ﬂ o' ' .-\ ' mentsays that Anglo, which has a'groppay
S rafd T . v syndicate owning its coal reserves; ‘flafwv
R TRTT AN PR W & - undertaken to procure that suffiCich: -

Amcoal’s Graham Soustred .. -
Anglo’s King coal  «
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bituminous coal reserves in the Transvas -
will be‘made’ availablé from preséntidng.
.~ future reserves held by group comp

¥ to satisly ’Amcoal’s future requiremen
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year export allowance. more thant - Anglo itself clearly sees advantagesin -
balances out the extra Escom content,” bringing a number of companies fogether —
though admuttedly this depends on - into one quoted vehicle, Boustred siréedes.
Amcoal acquiring the export allowance - ing the balance of interests and thé‘%ﬁﬁﬁ%ﬁ ,
without any further major consideration.. to raise finance in’f‘bverseasn&ﬁﬁiqalfi;
For the minorities in the quoted com-  markets which might not have beena3is="
pames, the terms per 100 shares are: able to individual collieries, . | Wy .ofif-

Amalgamated, 90 Amcoal, Coronation’

70 and SA Coal 275. Blesbok and New
Largo get 20 Amcoal per 100 each, and

T ﬂﬁx-‘(f

' in'1976'would be 22,71't, divided asifae
Escom. 14,5m, TCOA ‘5,8m, Tscori2,

ik

- -

=4
= LA

ww
YT —

Coal output of the consolidated.2rgin:

B A

———e
i B ol —
L -

Amalgamated will also receive a special  with exports of 1,5m in the TCOA, fighre:< -
terim of 11,25¢ per share, At present, But the tonnage will be rapidly eﬁbﬁnﬂb@&;u
Vereemging holds 68% of Amalgamated, and from implied earnings of justi%ﬁi;fu_m

62% of SA Coal and 72% of Coronation.
The next question is what these terms
are worth when Vereeniging is relisted on
Monday. Opinion I canvassed was that
against the pre-suspension price of
2 050c¢, 1t could open at about 2 400c or
more on consideration of the 1976 divi
dend forecast and the new form of the
group, dringing in APC, the export alio-
cation 1n the medium term and the out-
standing minorities to sweeten earnings.
On the 1976 forecast of 38¢ dividend and -
108¢ earnings, equivalent to 152¢ and
-432¢ in the pre-split form, the prospective

Iy

¥

yield at 2400c is 6,3% which looks. ing and

about right for a marketable share with a

good balance of interests in what I regard
as the most attractive market sector.  « ¢

- reserves and possibly “special

- R25m next year it is not difficult to envi
age a figure nearer R50m by 1978, 535 755

5 good for the honse
" has not always been so good for minom

In the past, what is
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Taking the new Amcoals gt 600c, |
then, Amalgamated are worth a basic
540c (pre-suspension 450c), Coronation '

.420¢ (290¢) and SA Coal 1650¢'
(1000c) But the terms for Blesbok and ¢

. 8, "Wiit
however, Boustred says will be valued %
- “fair and reasonable terms”. Subjeot:

hnsplit Vefeehiz
ultimately"Amcoal will*fig
enough to resolve any remaining donbigeazas-
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New Largo, in which Amalgamated | ... -
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'JOHANNESBURG—The Minister of Mines, Dr.
Koornhof, revealed last night that recent inves-
tigations into South African coal reserves had
put them at nearly 100-million-million tons. |

. Addressing the apnual
dinner of the Transvaal
Chamber. of - GChartered
Accountants, Dr. Koorn-
+hof said-that as a result
. he was able to answer
- fears that the country
' could not afford the re-
‘cent State decision to al
. low large-scale exporta-
{1on of coal,

. He rsaid that the
Petrick Commssion ' of
Inqguiry into coal re.
sources had now ‘com-
Pleted its: work and its
report would be ‘pub-
lished 'before the end of
.the year. However, he
felt he eduld quote from
the 'report to ishew the
actual  extent, ‘of the
couniry’s eoal reserves, '

'When the. Govern-
ment’s announcement
that 1t would he pre.
pared to allow the export

. of 800 million tons of coal
over the next 20 years
wag compared with the
reserves, one found in
general terms that. the
‘total exports would he
less than four percent of
the coal reserves extrac-
table by existing under-
ground methods

Moreover, it was
doubiful that it would be
possible to export the
full quota sanctioned by
the Government, because
of transportation prob-
lems, he s@id.

But because of the
very large discrepancy
between coal reserves in
sites and exiractable
reserves, it was impera-
tive that much. more
-research be devoted 'to
maximum coal recovery. —

The commisgion had
made a number of
recommendations on this.
Dt. Koornhof said that 2t
the ' same ‘time the
Minerals Bureau was
.'Investigating the energy
.requirements ‘now and in
“the future but the' explor-

. tation, processing ‘and
transport  of  South
Africa’s other muneral
_resources. , -
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Thewr 'nitial estimates
indicate that by the end
of this century more.
than half of our coal pro-
duction will be required
for these purposes.

Furthermore, many of
the processes will require
special types and grades
of coal

The Mnerals Bureauy,
in co - operation with
industry and research
organisations such as the
NIM. and the Fuel
Research  Institute, is
also investigating the
economics of alternative
process routes which
would allow for the use of
our relatively abandoned
low-grade coal resources
to replace scarce metals
lurgical coal n certain
applications.




“Mining ‘halted |

Minmg has ‘been stdpped
in, the North West Main
and Uitval Main' areas of
. Vierfontein Colliery due
* to'poor roof conditinns

The company’s output
fof the financial year en.
ded June 30 1973 will be
" adversely affected, but
. fdisecussions are baing held
_with Escom on the possi-
~ bility . of raplacing lost
prnduction from other
= gectiong | of the Collery.
- Further - ' announcements
- will be made in due
‘cnurses. -, -

9/6
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By EDWIN ARNOLD
Mining Editor
THE Amcoal scheme of arrangements documents
y little that has not already béen an-

*

nounced about this imaginative and ambitious R115-

miHion merger deal. .

The terms are unchanged as are the dividend and earn-
ings forecasts for Ameoal. The scheme is expected to
become effeetive on January 5 when dealings in Amcoal
shares will begin.

* The document rotes in a significant lme that the cost of

revitalising and expanding the coal industry to meet

South African and export demand is “of a magnitude

modern-day money terms such as to call into guestion the

:bilif? of the industry to seize the opportunities available
o it”,

“Historically the tendency of the industry has been
towards individually small mining units, poor returns on
capital employed, generally limited coal reserves, and a
consequent inability o raise funds on any significant
scale.” Anglo obviously intends to change ali that.

For the record, Vereeniging Estates, the takeover vehi-
cle which will hecome Amcoal, will divide ifs issued
shares by four. At the end of the deal Amecoal will have an
issued capital of 23,5-million 50c shares. Amcoal is offer-
ing 90 of its shares for every 100 Amalgamated Collieries
held; 20 Amcoal for every 100 Blesbok; 70 Amcoal for
every 100 Coronation; 20 Amcoal for every 100 New
Largo; and 275 Amcoal for every 100 South African Coal
Estates, ? -

Ameoal is paying a final of 1,9ca share for the year
ending December 1975 and o Forecasting total dividends
of 38c a share for the year ending December 1976. Amcoal

estimates earnings per share of 108c for 1976.

—_—

Table A shows the
dividends per share

Table A +ocevrroorroessers

Amalgamated .....oooeeeee 40c

Bleshok ....ccovernee aas

Coronation ..o ooeveeeces ,

New Largo ...ocoseeoceres e 8,3¢ 1,6¢
SACE ....coovanraosoneres e < 1,1 104.5¢

Earnings per share for the companies in 1376 after the
merger on the Amecoal forecast are as follows with 1975
forecast earnings in brackets; Amalgamated 97,2¢
(57,4¢); Blesbok 21,6¢c (13,6¢); Coronation 75,6¢ (41,9¢);
New Large 21,6c (14,2¢) ; SACE 297¢ (144,8¢).

VER REF

Vereeniging Refractories, in connection with the Am-
coal scheme of arrangement, forecasts net attributable
profit of R3 197 000 for the year ending December 1975
and a net attributable profit of R4 085 000 for 1976, The
company is at pains to point out its estimates are not
directly comparable with those given by Verceniging
Estates, its holding company, in the scheme of arrange-
ment documents due to & di¢ferent conselidation basis.

A similar point is made by Vryheid Coronation which
sorecasts net attributable profit for 1975 at R2 543 000 and
R4 493 84 1 for 1976. Dividends for those years grejyespec-
tively p at ¢ and 15¢ while earnings per shire are
96 4car  6,6c. Coal gales for 1975 and 1976 are estimated
at'104 0.  and 169 000 t while coke sales are 548 000 ¢ and

528 000 v.




open new mine

By EDWIN ARNOLD
Mining Editor
TRANS-NATAL In an equal
partrership venture with
British Petroléum and Total
Oil, 1s. to open:a 3-million-
tnn-a-year export coal mine
in the Transvaal at a cur-

=y " $3.0 0 = d

rently estimated cost of R63-
million. The inifial capital
requirements will be met by
BP and Total with Trans-

Natal contributing the coal
rights.

* HRach partner i Ermelo
‘MIHES the uperatmg com-

S

="

j,partners
authority of. 150-m11110n tons
[ -fors 20° years ' Industry

Il SE— L hmmngnﬁ -
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——

pany, will have a one-thlrd
interest mn the mme which
will be about 30 km from
Ermelo in the Transvaal
This highly-mechanised, un-
derground mine 1s expected
to be on stream 1n 1978 at an
imtial rate of around 500 000
t building up as.quickly as
ossible to 1ts full 3-million-
on-a-year capamty g,
The coal produced wﬂl he

‘| low sulphur content average

export quality suitable for
power generation .
Marketlng will be.done by
BPiand Total while General
Mmmg s, coal dmsmn will
'be responmble for manage-
ment

«The mine 15 v1ewed as only

panded, to cover the three
full} mcport

suurces estlmate the wgfm'-se-i

‘on-ratl price at between R10:
toR11 a ton and an fob price
of around R15 a ton.

eproﬂt Trans-Natal Coal
Curporatmn S pre-tax prof:ts
from this operation, when at’
full nutput should be

million a year. From 2,
‘balance of payments pont of
'view the exports: 1sh0uldj
prnduce around’ R45-million’
a year on carrent estlmateqf !
" The ralway to” Rj¢ hargs!
Ba actually passes over.the
property which should help,
to"save a few, coppers’ on,
shiptnents The main, con-
strdmnts on the mine:achiev-
ing full capacity qumkly are,
‘the, availability of “Failwa
Wagons, adequate ¢ loadmg’
capacity .at Richards Bay;
and “construction of the"*
washing plant. But develu
‘ment’ of -the - ‘mine, will in
itself create, an initial . coal
stockpile:» Discussions.- ai*e
now- faking , placeﬂmth the
releyant, Governmen
departments for'the, fmal gu
ahead: e ;’

Y Y 1A
M el H-.i.,_‘:tﬁ"'-__p._-___

..’

T

the’first phase in a ‘develop-
‘ment “which’ could ~be . ex-+

) Assummg a Ro.toRb a tunf’

‘hetween, R5-million to R6-|




Lﬂ.: o

The (basis -of~ the new
colliery to ‘be established
near Ermelo - tolrproduce
three mlllmn tons of exs
port cnalﬁ'“a year ,is Trans-
Natal cuntnbutmg the :cugl

.Tights; and ‘BP'South Afii-

ca -and” “Total Exploration

h prnwdmg the uutlal capi-

tal uf R65m KN

Full capac:tty wﬂl be .
reached in 1978 under the
management of ¢+ General !

1
i

»Mimmg’s ~eoal * division,

Marketing operations will
be undertaken by the other
partners through ‘Richards
Bay vand 1t 1s Fexpected
that the venture will earn
R45m a year uf foreign
ﬁexchange

. Of partlcular - slgmﬂ-
cance 1s that the! fmancmg
of the secheme fur .one, of
 "the problems in’ regard 10

i the, overall' coal” export

r plan 1S the. very heavy

+ capital commitments on

* ‘providing the coal and 1ts
preparation

} STRAINED L

Aggravatmg this 15 thel
xeed “to -win . more: coal
' for dumestlc Xrequirements.

. Witk'the low return onicol-
liery. nperatmns the mdus-
. try’s ‘resources  have *be
come, *mcreasmgly stralned

Whent the Rlchards B.a}r
 scheme -, was, Jfirst, « {an.
nnunued the, ;Eeelmg Was
.that a&yearly nnapaezty of
20m tons would be ade-
guate: sfur many- :,:*years
ahead _«The sltuatmn hds
since. . changed radically.
In hlS »Withank i Colliery
rewew:‘thls mnrmng, Mr
AA Sealey, cumments that
should all- he 33p1rant= ex-
porters take up, their’ allo-
catmns rallway . .capacity
will be madeciuate An-1978,
the year. m. ;Whmh the
Ermelo colliery wﬂl[pbe on
stream

Tn his .op1nion, 1f a
{ransport bottleneck is' to-
be avoided'— 1’ both the

4
1

" export.and domestic fields

— the 1ndustry,k and the
SAR must coordinate |
their: planning to provide
additional -facilities, “either

rail or slurry pipeline,

—mmmm

-
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R100m for SA

Own Correspondent -

J OHANNESBURG — Coal exports are expected to earnl
“an absolute minimum of R100m” for South Africa dur-
ing 1976, according to Mr Alan Tew, chamnan of the

-

Trauavaal Coal Gwnara’ Association.

« He estimated tilat 10t
tonnes of South African
coal would have been
exported through Richards

~ Bay by the end of. the

ryear fandhthatathls figure

f"-'fﬂ"" n e gy

éaulﬁ:’* clymb’ ta“ahaﬁt“ane

o Thely

' million tonnes &/month’in

ElQ?'? pr et se g RRG

The .Assistant General
Manager (Operating) of

. the South African Rallways
"and Harbours, Mr Hennie

Loots, announced yester.:

day that the firsi 28 trucks -
of coal arrived by rail at
Richards Bay at the week-
end This' 15 low-grade
¢coal which will provide
stabilify and drainage for
the high-grade export coal
which will be:stock-piled
from .the' mlrddla of Janu-

- ary.
CONTRACTS v

Mr 'faw sa1d that the
Transvaal Owners’  Asso-

\clatlon hag matial con-

tracts with Japan, France,

Germany and- the United’

States fior“23m tonnes oOf

coal The Natal Associated.
« Colleries’
. with Germany to supply:
about 650 000 tonnes dur-

have ’'contracted

- ‘sPhe b Anthracite ~ Pro-
ducaraa 'Assoclation” have T

.very « 1miporbant contracts;”
"with’ France and the Luw
Countmes algo,” said Mr
Tew., He said that SUU.thJ
Afncan .anthracite * was'

(|~ made solallry fram Natal

cmal o .

Ta cape 'with these huge
axwrts the South Afri-
can . Ratlways' and Har
bours have extended and
added to their-rail links
with: Richards Bay Alt a
cost of about R700m -

Coal 1w the Withank
area was being loaded” by
" the “‘halloon track" Sy~
tem, a spakesmam said

Richards Bay
opening

/THE* Richards ' Bay har-
"bour costing, mgre”ﬂthan
Rﬂ(ﬁi1 0 ;" 1;;11:11111011 r%***mll }ala
officia aapen by 'the

Pri m é’* e Mr

M I ’ J‘
Vursf ori} A* o D ol

k

1

g *

A, atatament IPb},r "the

Minister of ';[‘ranspart Mr.

S L Muller, said’ Saf-

'~ maring, the national ship-

'ping line,' would be the
q}ramlqent figure 1 the
opening ceremany with its
flagship,” the' .SA ' Vaal,
breaking " the,, symbahsc
ribbon  on entatrmgs the
harbour,  * reo 2
In a joint venture, the

. Transvaal Coal 'walera

Asaamatlun ‘and ' the',Rail-
way Admimstration would
participate by commission-
ing the coal-loading termi-:
nal and-: bamnmng the

shipment for Japan:

loading 'of the first qﬂ
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tt Staff Remorter electricity. The Soweto encoura e expansion ' S

"BITTER Soweto leaders people have to rély on  the minging mﬁustry. o

yesterday called for a hig candies, wood and paraf- He refuted a claim thet 22

" -increase in African wages  {in to get by, and coal g prices of Industriagl com- I

affer a recommendation g wvita] commodity,” he modities would be further e

that coal prices be added. * increased 1f coal prices "o

iﬂ%‘I'fHSEd substantlaléy.t "If the coal price is to  rose, . e

| e . recommendation be increased, there mus} “On average, ' industry e,

'was described as shocking be a carresponding ins  relles on electricity, which, o

by My T. J. Makhaya, the crease in Black wages™  in any case, makes up only g

_mayor™. uf" Soweto, and °  His feelings wera shared a fraction of qverhead .

—disgraceful” by Mrs Sally by Mrs Motlana, ¢osts,” he gaid. e

»Motlana, presxdeqt of the “The c¢ost of food 1 But Mr Fugene Roe E

. Black Housewives' League. gotng up all the ;time. If lofse, former director of s

2., The . recommendation, .08} goes up, it will.mean . the Co-ordinating  Con- g

- IIAe-in the Pefrick Com- ~ even more difficulty for sumer  Council “warned

Smigston of  Inquiry'ds  the average family to that a substantial coal s

 Tepart fabled in Parlia-  make ends meet If I can price increage would .

- ment this week, called for help it, 1 wil] organise  “reverberate through our %

.-the price of coal to be protests to keep  coal  entire economy.” i

substantially increased to prices down,” she sad. “It is going to hit the o

allow expansion in coal Officials of the IFeder- poorer classes who use %*‘é

mining productive cap- ated Chambers of Indust- coal directly, but it 15 also F‘

acity, o Iy, the Chamber of Mines gomng to it every con- el

.., J4r Makhaya said “If and the Chamber of Com- sumer’s pocket indivectly,” P—“E

~the price 1s going 1o be merce dechined to com. he said G,

ncreased, 1t 18 going to ment unti] they have The oprice hike, he o

tmmake our people suffer I  studied the commission’s  added, could be seized Eﬁ

-find it shocking that it report upon by sections of o

is always the Black people However, an industria] mdustry and commerce ot

who suffer most when spokesman said the rece “as an excuse” for g | i

Prices are 1ncreased. ommendation was ex- further increase in the ' b

After all, we have no pected, because 1t would price of consumer goods by
Y
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A DRASTIC inerease in the price
of coal can he expected s00n as
South Africa battles to cope with
a power shortage hecause of tech-
nical delays at Cabora Bassa.

This week the Minister of Eco-
nomic Affairs, Mr Chris Heunis,
announced that Escom’s power
supply could be cut during the
coming winter months unless
technieal prohlems at the Hlozam-
bigque hydro-electric scheme were
ironed out. Mr Heunis eniphasised
that the problems were techmical
and not political.

The possible power shortage and
the 17 per cent increase in the
railway tariff on coal anrounced
by the Minister of Transport. Mr
. L. Muller, in the Railways bud.

ow ok 5 ¢ # n a rod

|
By FLEUR DE VILLIERS

get this week has, however, made
an increase in the coal nrice seem
inevifabie.

It will also lend fresh impetus
to the recommendations of the
pPetrick Commission, which sug:
gested price rises, and to a new
look at the pricing policy of South
Africa’s coal. Because the coal
is price controlled, investment in
coal mining for domestic use is
low. The result has heen that
although export coal is profitable,
coal mining for domesiic use Is
now “down to the hones”, an in-
formed source said yesterday,

With the delay in the supply of

I
rt I‘a':"

Mz
power from Cabora Bassa, the in-
dustry will have to strain fo meet
South Africa’s power needs.

These needs could be met if

South Africa was willing to:

® Import coal at high cost.

® Divert some export coal for
domestic use,

@ Persuade Escom and Sasol to
switch entirely to low-grade
coal for electric generation and
part with some of their high-
grade coal for general use,

Ali these solutiong could mean
a higher coal price, on top of the
increase which is bound to come
in the wake of the higher rail-
ways tariff.
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Amecoal i “(
confident 7/’?‘

+#1  Mining Editor
AMCOAL faces the future
with confidence and in the
belief that it will take part
fully in the expansion of the
coal-mining industry, says
Mr W. G. Boustred, the
chairman, in his fnnual
review,

He says: “I believe that
our newly structured com-
gany ‘has the opportunity to

eveiop and expand 1fs-
g;business significantly in the
ivears ahead.

{ ‘“The demand for coal both
Ewithin South Africa and in
'e:-rlport markets will, I
hbelieve, provide the impetus
5for increasing production
capacity at our collieries
amd..for opening new
operations.”

' He then argues the case
for an increased price to en-
geourage expansion.

 The achievement of
forecast earnings of 108¢ a;
shére”in 1976 rests on four
main factors, says Mr
Boustred.

E First is the successful

commuissioning of the low-
.ash coal plants at South
African Coal Estates, !
together with the efficient
working of transport and
shupping arrangements,

5 decond'is the commission-
%ng by Escom of its power

§ } - -7

Q-
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station at Kriel.w

Third is the avatlability of
Black labour.

Fourth is the sensitivity of
the ﬁrnup’s resilts to the
profit margins which will be
achieved from the sale of its
coal.

During 1975 average unit
costs increased by 38 per
cent compared with 1974,

This substantial increase
caused great concern, says
Mr Boustred.

The largest single item of
cost increase was wages,
which when expressed as 3
cost per ton increased by 37
per cent during the vear.

Mr Boustred says that the
complement of underground

loading labour at certain of

the group’s labour intensive
undertakings fell to below 50
per cent of requirements in

the seasonal outflow of
Black labour.

. There.was a disturbing mn:
! Bour-

crease mithevrate of 1a
turnover.

Between August and Oc-
tober, 1975, the total
number of hand loaders who
resigned froin three group
collieries, 93 per cenf had
served less than nine
months, 80 per cent for less
than six months and 40 per
cent for less than three
months

®



By ADAM PAYNE
Mining Editor

THERE IS growing recogni-

; tion that an economic price

| must be paid for coal —

which means a higher price

— if South Africa is to retain

conl as its primary energy
solirce.

This is the view of Mr W.

G. Boustred, chairman of

South Africa’s largest coal-

producing company, Am-
coal, who sees the introduc-
tion of the five-day week as
adding a further twist to the
coal price.

The terms of the agree-
ment on the five-day week,
he says, will result in higher
working costs and additional
ca’Fital spending,

hese increased payments
must inevitably be reflected

"in the price of coal to the

consumer.,

On the subject of an
economic price to enable
new colliery development,
Mr Boustred recalls in Am-
coal’s annual report that the
Petrick Commission recom-
mended that the price of
coal should be substantially
increased to allow much-

I The raising of the price,

according

to the industry,’|

will not have as serious an

| product in 1975 of R25 300-
| million,

effect on inflation as 1is
feared in some quarters.
Because of increased
production, it will check any
movement to increased
reliance on imported oil. .
The gazetting of a higher
price must come withi]
months and when this ¥
done the crucial decisioi
will be whether the Pric:
Controller recognises th
need for expansion and con
servation through a higher
price or whether the mines
will get only enough to cover
their increased: costs. A

—_— —
-— J— —

{ need for a higher coal price

needed expansion in produc-
tive capacity and the in-
troduction of proper mining
and conservation practices.

On the publication of the
report, concern was expres-
sed that an increase in the
price of coal would have a
material effect on the rate of
inflation in South Africa.

PERSPECTIVE

He says: ‘‘Expenditure on
coal should be put into
proper ﬂerspective.

“‘South Africa consumed
about 68-million t of coal
during 1975 — representing
75 per cent of its energy
needs — and the total cost of
this fuel was about R330-
million, equal to 1,3:per cent
of the gross domestic

“In the same period I es-
timate that South Africa’s
expenditure on oil consumed &
was about R1 100-million,

““In the same year, the na-
tion spent almost as much on =
cigarettes as on coal and:=
three times as much on”
alcohol and other
beverages’.

Mr Boustred rightly says
that burdensome effect of an
increase in the price of coal
on the people in the Black
townships must be seriously
considered

He believes a solution £0
this problem can be found
because the sale of coal In
these townships amounts to
only about i-million t a year.

COMMENT: . The main
people to bie convinced of the

|

il
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are members of the Cabinet
— and the Price Controller,

The Petrick Commission’
underlined what leaders of
the mining industry have
been saying for some years
— that the price of coal must
be raised if the country is to
avoid a coal famine,

—— PE———

- ol g,



Why the day

information and its study will justfy

| the burning of much low-cost electric
| power, while that lasts.

1t will certainly be a major influence

| on official thinking and, as an una-

| shamedly pro-coal document, will be
| another sigmficant step 1n the rehabili-

tation of coal from a Cinderella

| industry into a dynamic national
| resource. It 1s critical of past pricing
| policies and could well pave the way

for further increases to the TCOA

{ producers and better terms for the cap-

tive Escom ceollieries But on exports, it
15 lukewarm,

Petrick takes the view that coal has
always been made subservient to gold.

| “Certain of 1ts interests have suffered
| in consequence,” no doubt partly
l because “all major coal producing
| areas have come directly under the

ownership and control of the large

| mining houses”. And “the emphasts of
| mining nterests on low cost electric
| power . .. have led to the acceptance

| of cheap electricity as a matter of ordi-
| nary providence”.

Pricing policy and “a facile miscon-

| ception” that SA’s coal reserves were
| inexhaustible are blamed for low ex-
| traction rates in the past Bord and pil-
| lar mining, Petnick pomnts out, leads to
| extraction of 30%-80% of a particular
4 seam, and only 10%-50% of coal in
| situ on a mulu-seam property. Yet
| despite this high rate of wastage,

“under the present pricing system, the

d bord and pillar method still holds a
| certan cost advantage.”

As the main theme of the Report 1S

. M L7
i The Petrick Report on thef;&al
| resources of SA can nghtly be called a

t sernal document It 1s a mune of

()28 "

the c? r conservation of coal,
Petrick’s conclusions on pricing policy
as a means to this end are unequivocal
Higher prices would encourage the
application of more sophisticated
systems, like mechanical supports
instead of leaving pillars, or more
emphasis on opencasting, with 1its big
capital costs. The recommendation 1s
that “the whole system of price control
for the industry be revised . . {(and)
that the price of coal be substantially
increased 1n order to allow much
needed expansion 1n coal mumng pro-
ductive capacity”.

Perhaps guessing that the door had
been unjammed, the Chamber of
Mines produced a two-page memoran-
dum, tabled with the Report, which
argues even further along the same
lines

[t says that the necessary *“techmcal
competence” does not exist at the
Department of Commerce “to assess
and project the long-term conse-
quences of its policies”. The Chamber
recommends that “the setting of the
coal price should be removed from the
ordmmary sphere of price control and
the exclusive responsibiity of the Price
Controller”. This, 1t adds, 1s not out of
“chsrespect to this officer” but because
“our contenfion 1s that in the case of
the c¢oal industry there are other vital
considerations which the Price Con-
troller’s office 1s not equipped to
Judge”.

Instead, the coal price should be
reviewed by a committee representing
the Departments of Commerce and
Mines and the coal industry, retaining
“a form of price control” The
Chamber also argues strongly for a

cheap coal are coming to an
22 p g to an end

revised price formula and against dif-
ferential treatment for collieries outside
the captive sector Its submission is
one of the most interesting parts of the
Report

The theme of conservation running
through the Report 1s partly because
resources are now reckoned to be fully
known. Petrick estimates 81 000 Mt of
known coal occurrences of, which
25 000 Mt are extractable under cur-
rent technology, though the pomnt 1s
made that reserves, as opposed to
resources, are “dynamic” because of
improved techniques or higher prices.

But agamnst the background that
resources are known, demand 1s rising
“much more rapidly than was pre-
viously estimated”, and SA coal 1s 1n
demand on the export markets. In the
latter, Petnck urges caution, with no
largg-scale exports of high grade or
metallurgical coal at all

One weakness 1s perhaps that the
Report does not argue out the foreign
earnings benefits of coal exports. The
conservation argument could
obviously be carned too far i the case
of a small field (in the 30-60 Mt
bracket) which was not interesting to
Escom, Iscor or Sasol but appropriate
to export needs.

Moreover, the Report’s social com-
ment 1s limited; on higher coal prices
in this context 1t merely observes that
higher coal prices would extend

reserves “without undue hardship to
the majority of consumers”. Not

. everyone will agree. But the general

conclusion 1s nescapable: coal prices
are going up Everyone, from marginal
gold mines to private households, will
have to get used to paying more.

Financial Mail February 27 i3,
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Coal Corporation Limited

Timing of Amcoal’s expansion
has been correct, says

Mr W. G. Boustred, Chairman

The following s an extract from the annual review by the
chaiwrman for the year ended 31st December 1975.

It was gratifying that the plans to expand and broaden
the scope of your company’s coal interests received
such overwhelming support when presented to the
general meeting on 17th December

| believe that our newly structured company has the
opportunity to develop and expand its business
significantly in the years ahead The demand for coal
both within the Republic and in export markets, will,
| believe, provide the impetus for increasing produc-
tion capacity at our collienes and for opening new
operations Perhaps the most important development
for the South African coal mining industry in the recent
past has been the growing recognition within the
Republic that an economic price must be paid for
coal if the country is 10 retain coal as 1S primary
energy source The outlook, then, for our company is
favourable and, despite current world economic
uncertainties | believe that the timing of our expansion
has been correct

| am pleased to report that the Group earned a taxed
profit for 1975 of R14 866 000, equivalent to 63,3
cents per b0 cent share, and that the board declared a
final dividend of 17,5 cents per share making a total
distnibution for the year of 28,75 cents per share These
dividends are the equivalent of the total dividend of
115 cents per R2 stock unit paid out of the 1974
earnings

The group taxed profit for 1975 of R14 866 000 and
earnings of 63,3 cents per share are to be compared
with Rb 877 000 and 53,5 cents earned in 1974 and
the grewth In earnings per share of 9.8 cents was
equal to 18% However, because of the expansion of
the business by consolidation and acquisittons under-
taken in 1975 and because of the varying dates of
acquisition involved, a true comparison between the
total earnings in 1975 and 1974 1s not possible

During 1975 the group added to its retained profits
by R3 065 000 In present circumstances our wholly
owned coal mining subsidiaries have adopted a policy
of full dividend distribution to Amcoal after makting
appropriations to reserves as |udged necessary for the
financing of net expenditure on fixed assets

Investments

Following the expansion of your company’s coal
mining business It now holds, directly and indirectly,
the whole of the 1ssued share capital of Anglo Power
Collieries, South African Coal Estates, Springbok
Colliery, Coronation Collierres {which holds 65%
-t the issued capital of Vryheild Coronation),
Amalgamated Collieries of South Africa, Springfield

“olhieries, / Blesbok Colliery, New Largo Colliery,
Iransvaal Coal Corporation and Withank Coal
Holdings. In addition your company holds 51% of the
ardinary shares in Vereeniging Refractories

| he value of the company’s investments at end-1975,
laking gquoted investments at market value and un-
quoted investments at book value, was R90,6 million.

Coal mining

During 1975 group collieries produced 19 673 544
sales tons of coal and 539 465 sales tons of coke
Group sales revenue totalled R93 580 000 while the
operating profit amounted to R17 084 000

Our average unit costs dunng the year increased by
s8¥% compared with 1974 This very substanttal in-
-rease has caused us great concern, 1t reflects not
anly the effects of inflation expenenced by industry in
u1e Republic but also that which affected the coa!

mung industry 1n particular In this latter category of
cost increases the largest single item was wages,
which when expressed as a cost per ton increased by
37% duning the year Every effort will be made in 1976
to contain our costs but the budgets for the current
year Indicate that further substantial cost increases
cannot be avoided

The group’s net capital expenditure on mining assets
during 1975 amounted to R29 934 000 and at the
vear-end outstanding commitments on projects in
hand amounted to approximately R36 mithion after
deducting the amounts to be financed by our
cus’rtomers

Prospecting

Our company 15 exceptionally well placed with our
current coal holdings resulting from past exploration,
during 1975 further progress was made in consolidat-
ing these holdings and dnlling to prove reserves n
several of the major coalfields n the Transvaal
delineated in earlier exploration programmes

Industrial interests

The attrnibutable eguity earnings of Vereeniging
Refractories and those companies in which 1t holds

more than one half of the equity share capital
increased by R1 443 000 during 1975 t0 R3 711 000
The ordinary dividend for 1975 was increased from 26
cents to 30 cents a share

Labour

In the year 1975 changes made themselves felt In the
pattern of supply of Black labour at our collieries In
particular was this so with regard to underground
loading [abour which at certain of our labour intensive
undertakings fell to below 50% of requirements at the
ttme of the seasonal outflow of Black labour The
collieries have traditionally recruited therr Black
labour in roughly equal probortions from Mozambigue,
Lesotho and the Republic of South Africa but during
the year successful efforts were made to increase the
proportion of labour from the Republic and 1t ts hoped
that this trend wiil be maintained During the year a
disturbing increase in the rate of labour turnover was
expenenced An illustration of this situation occurred
between August and October 1975 when of the total
number of hand loaders who resigned from three of
ourcollieries 33%had served for less than nine months,
80% for less than six months and 40% for less than
three months In order to offset this trend a termination
ponus has been introduced for Black underground
workers who have worked at a mine for an uninter-
rupted period of at least nine months

The evaluation of all jobs in the coal mining industry
was completed dunng 1975 so that there i1s now
uniformity in job classifications and rates of pay
throughout the industry In June 1975, basic wages of
Black underground workers were raised by an average
of 31% and of Black surface workers by 18% re-
sulting in an average increase for the Black workers of
28% The average cash earnings (excluding overtime)
of Black underground workers on our collieries was
thereby increased to 307 cents per shift

An 1mportant development during 1975 was the
agreement between the Mine Workers Union and the
Chamber of Mines for the progressive introduction of
five-day week working in the coal mining industry In
the Republic Starting in 1976 the industry will work
on the basis of an eleven shift fortnight and dunng
1978 a five-day week wiil be introduced Both
parties 10 the agreement accepted that, in the national
Interest, the methods of introducing five-day working
on the collieries must not prejudice the maintenance of
coal production or the attainment of the planned
growth in production Equally was It accepted that the
coal mining Iindustry 1s a seven-day-a-week industry
where certain operations go on 24 hours a day The
terms of the agreement will result in the generation of
higher working costs and additional capital expendi-

ture at the coilieries These increased payments must
inevitably be reflected in the price of coal to the
consuser

Finance

Since 1975 we have, considerably expanded and
broadened the scope of our business This expansion
calls for the investment of large sums of new capital
but | am confident that we now have a group with the
financial capability of ratsing longer term money which
will improve the group’s hquidity Consideration 1s
now being given to the various proposals made by the
banks for raising this money on favourable terms

New export business

We are evaluating the best method of utiltsing the
conditional permission for the export of 100 miltion
tons of coal over a 20 year period granted by Govern-
ment to the Anglo American Corporation, which the
Corporation has passed o our company Negotiations
are In progress with the Railways to move 2 million
tons a year from late 1978 as well as with the Richards
Bay Coal Terminal Company for equivalent ship
handhng facihities Although the market for steam coal

In Europe 18 still depressed by economic conditions
there we are confident of a recovery

The Petrick report

The Commission of Inguiry into the Coal Resources

of the Republic of South Afnica, under the Chairman-
ship of Dr A J Petnick, published 1ts report on 19th

February The recommendations made by the Com-
mission will require detalled study but my first
impressions are that they give encouragement to the
industry and, if implemented, will provide a framework
within which the industry can develop and expand |
am particularly pleased t0 note the Commission’s
findings that, while there 1s considerable room In the
industry for rationalisation, there are no grounds for a
recommendation that the State should assume owner-
ship of the coal deposits and direct control over therr
exploitation,

An important recommendation of the Commission s

~ that the whole system of pricing coal be reviewed and

that the price should be substantially increased in order
to allow much needed expansion in coal mining
productive capacity and the introduction of proper .
mining and conservation practices, which will un-
doubtedly lead to the extension of the life of coal
reserves

Concern has been expressed that an increase 1n the |
price of coal would have a material effect on the rate of
inflation tn our country and consequently | think 1t is
important that the expenditure on coal in South Africa
be put into proper perspective South Africa con-
sumed some 68 million tons of coal during 1975
(representing 75% of 1ts energy needs) and the total
cost of this fuel was approximately R330 million, equal
to 1.3% of the Republic’'s estimated Gross Domestic
Productin 1975 of R25 300 million In the same perod
| estimate that South Africa’s expenditure on ol
consumed was about R1 100 million Furthermore, In
the same year the nation spent almost as much on
cigarettes as on coal and three times as much on
alcoholic and other beverages

A point to which serious consideration must be given
1s the effect of a matenal increase in the price of coal
upon the residents of the Black townships around our
major towns and cities However, In view of the fact
that the sale of coal in these townships only amounts
to about one million tons per annum, | believe that a
solution to this problem can be found.

Future prospects

In looking forward to 1976 1t 1s first to be recognised
that 1975 was a year of encouragement for the
South African coal industry as a whole During 1975
the sales output from all collieries 1n the Republic
totalled 69 milhion tons compared with 64,6 million
tons in 1974 The increase of 7% in 1975 was a wel-
come improvement on the 5% growth experienced in
1974 The better performance largely reflected in-
creasing demands for electricity generation, the build
up of the Repubhlic’s export trade and an increased
volume of coal moved by South African Rallways

You will recall from our circular to members dated
17th November that we then forecast earnings in
1976 of 108 cents per share The achievement of this
forecast rests upon four main factors The first 1s our
successful commissioning of the low-ash coal
plants at SA Coal Estates and Bank colliery. the
efficient working of the South Afncan Rallways unit
trains and line to Richards Bay and the TCOA's coal
handling facilities at that port all this equipment 1s
new and being put into operation for the first time At
the time of wnting work 15 on time and | believe that

- the programme set by the various parties in this

complex operation will be met The second factor s the
commissioning by Escom of thetr new power station
at Kriel , our underground mine at Kniel 1s now equipped
to produce coal to meet Escom’s notified demand but
the attainment of the colbiery’s profit forecast will
depend upon the commissioning results at the power
station The third factor will be the availability of Black
labour, particularly at our older handgot collienes, |
have referred earlier to our problems in this regard The
fourth factor 1s the sensitivity of