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The Star Bureau ;
LONDON — The official Ingquiry
mnto Minoreo’s controversial R19-
| billion move on Consolhdated Gold
Fields 1s bemg widened to Include
South Africa’s Involvement in
l what was the largest-ever take-

over kid for a British company

The Monopolies and Mergers
Commussion 15 also to probe the
precise relationship between Min-
orco, the Luxembourg holding
company fronted up by Sir Mi-
chael Edwardes, and Harry Op-
penhemmer’s Anglo-American Cor=
poration, according to widespread
reports here yesterday ?

Indications are that the MMC s
particularly interested In the
question of whether Mimnorco’s ac-
quisibion of Consgold could open
the way to possible manipulation
of the gold market

DIAMOND CARTEL

Also under mquiry on this count
— presumably with an eye to De
Beers — 1s the possibility of an
extension of the ternational dia-
mond cartel

Financial commentators — jp-
cluding The Observer's City edi-
tor Melvyn Marckus — predict
that the extent of the MMC’s brief
1s unhkely to be well recerved by
the “notoriously secretive” Oppen-
heimer camp Johannesburg

. At the time of the referral of
Minorco’s bid last October, Lorgd
Young, Secretary of State for
Trade and Industry, said there
Was concern about the possible ef-
fects on .competition for ceftam
high value munerals and metals,
it named only "titamum and zr-
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was the worst performing metal of 1988

Eall

By Neil Behrmann
LONDON — Those ancient al-
chemists who claimed that they
could turn base metal into gold
would have been excellent trad-
ers during the past year

Gold, that “marvellous store
of value” was the worst per-
forming metal last year, tum-
bling 13 percent Silver was sec-
ong worst, shiding by 8 percent

Platinum, after all the mas-
Sive sales campaigns by John-
son Matthey, managed to rise by
a mere 8 percent — on par with
short term dollar interest rates

Indeed the base metals looked
precious 1n 1988 with nickel
prices surging by 106 percent,
zinc by 80 percent, alumimum
by 30 percent, copper by 20 per-
cent and lead by 8 percent This
1s the second year runmng that
they have been top of the league
tables

Will the alchemists be proved
correct 1mn 1989° The odds are
against them, but before we
peer into that murky ball, what
were our forecasts like last
year?

We failed to achieve the per-
tect fluke But, to borrow a golf-
Ing term, we still managed to
beat par

Forecast

This 15 what was written
ahead of Christmas 1987

We started with a solid drive
by saying

“The prognosis for 1988 1s that
copper, nickel and aluminium
could rise even higher in the
first quartér, while lead and
zinc will also be firm *

The 1ron shot, however went
right-into the rough when we
continued “But 1If forecasts of
the OECD and other economic
teams turn out to be correct,
prices will begin to shp as the
world economy slows down

“The extent of any decline
will depend on whether stock-
markets fall further and a
downturn becomes a fuil scale
iniernational recession”

Instead of a recession, major
world economies continued to

boom Base metals prices gyrat-
ed wildly, but at the end of the

— — —r—

year copper, nickel and zine n

particular remained
helped by tight supplies

We got our third shot on to the
green when we correctly
guessed what was going to hap
pen m the generally unpredict-
able precious metals markets

“On past performance, pre-
cious metals will continue to be
erratic They will rise when peo-
ple expect them to fall and vice
versa On current trends , they
too could reach their best levels
In the first quarter and then
slide towards the end of
1388 " said our article at the
end of 1987

“Once the dollar stabilises
precious metals will be decided-
ly vulnerable With supplies well
11 excess of demand their funda-
mentals are weak”

strong,

Platinum

We missed the putt however
because platinum, which flue-
tuated erratically 1n the first
half, surged in the fourth quar-
ter It only collapsed 1n Decem-
ber when Ford Motor Company
said that 1t was experimenting
with anti-pellution motor car
catalyst that did not contain
platinum

What does 1989 look like on a
grey rainy holiday season 1n
London”

Misty of course

Of the precious metals, GOLD
should be the best performer,
but if supply problems continue
in Peru, there could be a sudden
surge 1n SILVER prices At $6,17
an ounce siver 1s by far the
cheapest precious metal But for
several years people have been
saymg that 1t 1s cheap Perss-
tent surpluses don’t help

At $540 an ounce, PLATINUM
has managed to recover from its
recent low of $510 Johnson
Matthey, the major distributor
and refiner has been at pains to
explain that the Ford invention
will not dent platinum demand
markedly

Yet the company has missed
the pomnt In an over enthusias-
tic sales campalgn, Johnson
Matthey encouraged investors

United States and elsewhere to
buy

Having been burnt in this vol-
atile thinly traded market, 1n-
vestors will only be too anxious
Lo sell whenever the metal ral-
hes

Meanwhile unhappy consum-
ers will be grateful if Ford finds
a substitute which 1s cheaper
than platinum

Platinum’s premium over
g0ld 1s 29 percent This price dif-
ferential compares with a dis-
count to gold 1n the mid-E1ght-
1€8

Even though gold could be the
best precious metal this year it
will find it extremely difficult to
break out of the $400 to $460
range

It has been disappointing be-
cause of excess and growing
production during a period of
high real interest rates A huge
quantity of gold loans has also
depressed the market

Investors would be buyers if
gold rose steadily, but the mar-
ket continually disappoints and
SINCE one can receive excellent
real returns on currency depos-
its, there 1s little incentive to
buy gold

Yet the Orgamsation For Eco-
nomic Cooperation and Develop-
ment warns of creeping infla-
tion and 1f Opec foils market
sceptics and o1l rises towards
$18, gold could recover This re-
vival would take place if the
dollar weakened and interest
rates fell

The depression 1n the market
could discourage producers
from borrowing gold and then
dumping it on the market So
the supply demand balance
could mmprove during 1989

Unpredictable

Base metals have become as un-
predictable as precious metals,
now that their prices are much
higher

In the first half of the year,
however, the supply situation,
will dominate metals such as
COPPER, NICKEL and ZINC

Prices could remain high and
boost both ALUMINIUM and

and speculators in Japan, the LEAD Yet higher interest rates North America plus transport ihree
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Copper, along with nickel and zinc was one of the star performers,
price-wise, in 1988 due to reduced supplies and greater demand

will ultimately reduce residen-
tial and office contruction and
sales of durable goods ranging
from automobiles to refrigera-

tors

If the OECD’s forecast of a
slowdown 1n the second half 15
indeed correct this time round,
this downturn will reduce con-
sumption of metals and other
raw materials

There wiil be a time lag of
around six to nine months be-
tween any changes in economic
activity and metals consump-
tion, particularly since metais
inventories are still low Strikes
and disruptions 1n South and

problems in Africa could also
push prices upwards

Yet speculators have become
active in the base metals mar-
kets and 1if there are signs of
falling economic activity, they
will sell and prices could dechne
sharply

Still, even if quotes fall in an
economic slowdown, base
metals prices will remain at
much higher prices than levels
seen 1n the mid-Eighties

In general, prices of base and
precious metals are likely to
trade erratically 1in a sideways
trend GOLD, however, could
surprise 1ts sceptics and shuffle
from last place to the first




Own Correspondent

LONDON. —— No stone will be left
unturned by the Monopolies and
Mergers Commission’s (MMC)
deepening inquiry into Minorco’s
£2.9bn bid for Consolidated Gold
Fields.

A four-page letter sent by the
MCC to both sides ahead of criti-
cal hearings this week specifies
no less than 29 areas of 1nquiry

They nclude gold, platinum,
potential damage to the Amey
Roadstone (ARC) aggregates
group and claims that SA could
have undue 1nfluence 1if Minorco
succeeded

The MMC’s initial reference
had only cited concern over the
strategic metals zircon and
fitanium It was on that under-
standing that Minorco CE Michael
Edwardes agreed to co-operate
with the 1nquiry following a
“monumental row’” within the De-
partment of Trade & Industry

Both the extent of the new
1nquiry agenda set out 1in the MMC
letter and the language used will
give little comfort to Minorco

The commission asks about

@ Whether Minorco can act in-
dependently of Anglo-American

® The “previous limited suc-
cess of SA enterprises operating
abroad”.

® The likelihood of cartelistic
practices being attempted.

® The political risk to ARC and
the competition imphications of

widespread loss of confracts to a
major competitor (Tarmac)

® Additional possibilities of
manipulation in the gold market

@ For a detailed investigtion of
Anglo’s control over the platinum
market
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® And the possible extension of R

collusive arrangements such as
the mternational diamond cartel
and those alleged to have been
operated between the major plati-
num producers since the 1970s.

Finally, the MMC 1s examining
whether 1t can veto on Minorco
preventing 1t from selling any of
ConsGold’s assets 1neluding hold-
mgs in Gold Fields of SA (GFSA)
and Newmont to Anglo or, indeed,
to any SA company

Edwardes 1s reported to be 1n
SA It 15 understood the MMC
letter has been the subject of dis-
cussion at the highest level 1n Jo-
hannesburg of Anglo American
and De Beers, which own 60% of
Minorco

But 1n spite of the claims 1n the
Consgold camp that Anglo would
back away from a full-scale probe,
Minorco 1s determined to press
on.

Minorco director Roger Philli-
more said on Sunday “From the
outset we have co-operated fully
with the MMC as we have full con-
viction 1n the merits of our case

“We have no doubt that we can
quickly and totally satisfy the
MMC on all points it puts to us”

SR

Marinus Daling has
been appointed to the
board of Genbel Invest-

Genbel Investments
Lid.
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Derrick Ollewagen has
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OVERALL, it looks as if there will
be a shortage of gold 1n 1989, with
the mcentive for buyng having
passed from the west to the east

This is the opimon of Kaplan & Stew-
art analyst, Robin Pegler, who outlines
the metal’s direction m 1989 10 his latest
monthly newsletter

He says government relaxations 11
Japan and Taiwan have strongly en-
couraged private buyers

Willing
e ———

yrar Eastern nations have a trade sur-
plus with the U< The result of this 1s
that their central banks hold large
quantities of dollars With the dollar a
suspect currency, they will want to di-
versify, and will have an incentive t0
buy strong currenclies, and also a cer-
tamn amount of gold

The main question now Seetis to be
how high they will be willing to bid

The gold price in yeil terms 15 at us
lowest for many years There1sd major

resistance level between 57 000 and

59 000 yen
: <A gold price of 57 000 yen at 115/$1

|_ LIZ ROUSE

yen would be equivalent to $O00_an
ounce, and Pegler believes that Far
Eastern buyers will be prepared to pay
up to this price 1n 1989

Gold struck a bad patch 1n the past
year because of a number of adverse
factors

Western countries’ inflation was well
under control, money supply was tight-
ened and interest rates raised, while the
over-supply of o1l was also antl-
inflationary

Increased production by non-SA
mnes 1s estimated to have added 120
tons to supply Certam non-SA mines
made use of gold loans and forward
sales

These sales have been estimated to be
about 400/500 tons, though this may be
somewhat mgh This means an n-
creased supply to the market this year,
but a reduction 1n supply 10 the future

The falling gold price mduced Swiss
portfolio managers to sell gold These
sales have been estimated to be about
700,800 tons though this too could be on
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the high side

There have
elements Jewe
buoyant 10 W
perhaps an a

central bank purchas
servatively estimate

estern co

1 100 tons for 1988

There has been a C
trends At the time of the QOctober 1
crash, mvestors and speculators were
not only fully invested, but had bor-
hilt So there was nho

rowed up to the
available for

additional money
investment
Conversely,
pessLmism, IRves
wd, so that whe
there 15 plenty of sco

to rise

There 15 good reason 1o
the latter situation now apples

bullion market, says Pegler

Sentiment
hange 1n market

f
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been certamn off-setling
ilery demand has heen
untries, absorbing
dditional 100 tons

es have been COll-
d at more than

at a time of umversal
tors are generally lig-
n sentiment 1Mproves,
pe for the market

believe that
to the




FORTUNES are muxed for Gencor’s
Evander munes, with only Winkelhaak
expected to maintain tonnage and re-
covery grade this year

Kinross’s tonnage mnlled should be
mamtaied but recovery grade will de-
cline, hence the decision to sink two
dechine shafts to expose ore reserves at
a cost of R23,5m

But at this stage 1t looks as if Bracken
and Leshe have only a few years to hve,
according to the annual reports

Winkelhaak chairman B Gilbertson
says in his review that output from the
No 6 ventilation shaft 1s expected to be
less than planned due to severe faulting
being encountered at 4, 5 and § levels
Emphasis will be placed on containmng
the rate of cost increases

The mine’s cost per square metre
mined ncreased by 212% last year
mainly as a result of wage 1nereases
and increased spending on renewals and
replacements The labour complement
will be reduced by about 7% to mprove
productivity

Wmkelhaak 1s now operating on a
recovery grade of 5,6g/t and annual

tons lurnover rose to R382.9m In the
year to September 1988 (1987 R360,2m)
as a result of a higher rand-gold price
Capex declined and distributable 1n-
come was slightly higher at R39.7m

(R39,4m), but dividend distribution was
reduced to 315¢ (355¢)

At Kmross, the No 1 decline shaft will
be sunk from 15 level imtially on the
eastern side of No 1 Shaft and No 2
decline from 18 level to 19 level 1n the
northern area The first phases of the
projects will be completed during ¥he
last quarter of 1989, says Gilbertson

Kinross’s turnover increased by
11,3% to R372,7m (R334,8m) 1n the year
to September as a result of higher ton-
nage milled and a higher average gold
price But mgher working costs and n-
creased capex reduced distributable 1n-
come slightly to R54 4m (R56,3m) and
dividends paid decreased to 270¢ (345¢)

Leshe’s future continues to be largely

tonnage miiled s just over two-million  dependent on the exposure of new ore distribution was eut to 45¢ (65¢)
\m __
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'eserves 1n tne western area, where the
greater part of development is being
carried out, says chairman G Maude
his annual review

The western area has shown general-
ly erratic values of lower grade

A higher average gold price offset
Leshe’s lower gold recovery in the year
to September and turnover was up at
R103.3m (R98,1m), but ncome was
lower because of higher costs However,
lower tax on the mcreased capex result-
ed in a shght rise n distributable mncone
to RiZ1m (Ril,6m) Dividends paid
were down by 10c to 50¢

Bracken’s future dEpen&s on a higher
gold price and the ability to contam
costs, says Mande

At best, the mine 1s expected to con-
tinue for the next few years at a re-
duced milling rate whiie maintaining
the present recovery grade of 2,9g/t

1th yield and tonnage milled down,
Bracken’s gold production declined by
8% and turnover fell to R78,6m
(R79,6m) Working mcome piunged by
04% to R9m (R19,7m)} and distributable
income fell to R7,2m (R8,9m) Dividend

h--I




Brokers ip GEAC or shares |

Tg 2 London
f ADAM pAYNE

BROKERS I J ohannesbu
GencOr gshares

more than 16% and

ented an

stall recummend buying
JSE brokers Simpson McKie say mves
alate Gencor and Anglo earmings ymproyed by
the dividend Of {80c a share repres

tors should aecumula
American ghares, which they regard a8 ,
relatively cheap and essential core 3. 8% ymprovement ot 1087, Capel S&ys
ngs in every medium- 10 long-term nves Just over nalf of the attnbutable n-
ment portfoho come was ger! ed from the mining opet-
Smpson McKie analyst Rodney vald- ations, arked decrease C mpared with
wyn Says «(pven thell ‘marketabthty and the previous year
proad diversity of ‘Gold earnings fell as a result of Jower
‘nierests, these 1\"*—\‘ grade ap nigher costs, whil platinun
{wo are relatively ipcome wWa unchanged hecause of mg
jnexpensive » pex nec qtated by th€ decision not to
valdwyn fore- raise external financing for Karee”
asts a growth 10 Trans-Natal coal was barely prnﬁtable
(Lencor's earnings - s costs Tose and revenues all, with the |
a share of nearly /&8 wining sector mghlight being the perform
0% to 800c, EV- ance 0¥ Samancor, Gencor s 5()Fo-OWNE
g a prospective carmngs yield of 135% ¢ ganese and chromum producer
The dividen was expected to rige about Gencor's non-mining NCOTe mcludes
16% to 290¢, (ranslating wto & prospective sappt, Malbak and Genbel
dividend yield 49% Sappl reported 2 44% merease 1 operat-
{,ondon brokers yames Capel confirm 18 come but 2 heavy deduction for de-
this view, sayl “Gencor are looking €00 ferred tax mealt distributable earmngs
and are a buy 1o ihe SA market” grew by only 12%
They forecast Cencor’s earnings a g50c albak and Associates epjoyed an €3
n the year to August 1989, which would cellent pefurmance with earmings more
provide 2 progpective carmngs yield of than doubling
1 14.6% on the share price R58.2 Capel s3Y Malbak should \mprove and
«Jn the eight months {0 AUgUSt & 1988, Genbel offers long-term attractions |



Loraine explor § future trends
AN

LORAINE Gold Mines has reassesse TANIA LEVY

1ts long-term exploration, drilling and
+ development programime n the face of  lmit far outweighed the benefit from
a further real-terms decrease in the the mncreased development advance and
rand-gold price, says chairman David  was responsible for a sharp drop 1n the
Crowe ore reserve

Loraine 1s to emphasise the accessmg

Read agamst the mine’s mherent high of additional payable ore reserves, says
working cost structure, the decreased  Crowe Investigations are being conduc-
rand-gold price wiil again adversely af-  ted nto the optimum rate of exploita-
fect the operating pay limit, which rose tion Capital expenditure has been re-
40% during the past year stricted to the completion Of existing
The,negative effect of the gher pay projects |
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production fell from 70% 44 T
in 1987, Chamber of Mines spokesmar
David Kennedy said yesterday

The overall production of gold 11 non-
communist COUuntrics n 1980 was 959
tons of which SA produced 675 tons In
1987 world production in non-communist

countries was 1373 tons of wnic SA
contributed 604 tons, he said
These figures indicate a drop of 10,6%

n SA production and an 1ncrease of
180% 1n the production of gold 1n non-
communist countries

The decline 1 the SA output was at-
tributable to lower grade oré being ex-
ploited, reducing overall production and
| a gold-price merease 1n rand terms, he
| said
| Anglo American spokesman Paul
Clothier attributed the decrease 1n SA
and to lower
'l average grade of gold being produced
He cited Anglo's Free State mnes pro-
ducing at an average 4g of gold per ton
with the grade steadily declining

Kennedy said the increase in gold out-
put 11 non-communist countries was due
to “frenzied exploration for gold” be-
cause of the relatively favourable dollar

price during the 1980s and the decline 10}

of gold productidn
gD 3

Drop in SA share

bemng the lowest-cost gold producer 11
-the world to bemng the highest among big
producers

Kennedy attributed SA's ugh produc-
tion costs to the gold mnes being deep
and capital ntensive, the falling ore
grades, and the confinuing escalation of
labour costs

gA’s share of non-communist world gold l

hase metal markets

Australia, Canada and the US are the
largest ncw producers of gold in the non-
communist world And these new Imines,
using impruvod tec hnologle al methods,
can produce gold far more cheaply and
quickly than SA'S mMunes

Kennedy said nearly Robn was needed
to start a new mne in gA with a time 1ag
of nearly ten years hefore full produc-
tjon was attained Starting up a new
mine 1 Australia cost $A100 mulhon
with production flowing about SiX
months after ymitial development Most
new overseas mines were low-grade

open-pit projects

Tecbnological developments made
overseas much cheaper
Most overseas producers Werc nSINg
carbon-1n-pulp and heat bleachiny e he
nologies, Kennedy sad

Clothier said compelillon for gold pro-
duction was dotermuned by a nunts
Ability to keep down nroduction st
During recent years gA had moved from

=
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largest gold reserves in the world even
though the grades Werc dechiming

This was confirmed by Kennedy who
said it was estimated there was 30000

tons of gold 1n the Witwatersrand basin

Clothier pointed out that SA had the

— 50% of the world’s reserves

F‘_——ﬂ#——#_




"4 \By Roy Cockayne

South Africa’s share of non-com-
munist world gold production last
year slumped to 1ts lowest level 1n
37 years

Statistics contamed 1 the an-
nual report of the Chamber of
Mines reveals that last year South
Africa’s percentage share of non-
communist world gold production
had dropped to 44,1 percent — its
lowests level since 1950 when 1t

yas 43,9 percent

'y The Republic’s 1987 figure 1s
glso far below the all-time high
of 79,1 percent attamed in 1971
and the first time South Africa’s
share has dropped below 50 per-
| cent since 1953

In addition, the 605 metric tons

of gold that made up the Repub-
lie’s 44,1 percent share of non-
communist world gold production
last year 1s the lowest tonnage
| supphed to the world market 1n at
least the past 10 years Tonnage
figures prior to 1978 are not pro-
vided 1n the report

South Africa’s proportion of the
world market was also only above
700 metric tons a year m the first
two years of the 10-year review
period between 1978 to 1987

Lower tonnage

Despite the lower tonnage, the
average value per fine ounce of
gold in 1987 was a record at
R993,92 while the realised value of
South Africa gold output since the
sttant;{eff{eperatlen in: 1884 also
tou ed a record hlgh last yeer of }
R17492 e’frgﬂlmn :

"“E‘E‘é T 165 or groups of ceﬁn- !

Lﬁesﬂl@t have increased. g Elr g ¢
e.% tage share 'of nen-eemrﬁu— 1
njst world god preduetmn the

mest In the past 10 yeats melggle
The Umted States whose share

has Jamped ‘from 32 percert
197810 11,3 percent last yeart -
| ' Oceania; meludmg Austrabha and
Papua/New Guinea, which has m-
creased its share frem 4,6 percent
‘101978 t0'10,7 pércent last year
Canada, whese share rose from

f

5’7epereent to' 8,8 percent:n’ this
periodo s~ - ﬁ‘ SO
' “;I‘he Umted Stetes Canada,
Auetraha and “Brazl- eelleetwely
‘produced 467 tons — 100 tons or |
“nearly-27. percent: more thah the
previous year’s figure of 367 tons

‘«In .an address-at the :Chamber

‘

of. Mines general meeting-last
year, Chamber! presideitsMr:T, L
Steehﬂcampesald nearhings ;from
mmerels:selestm 1957 fell: for.only
the second fime-in more than four

ok

}-_.! EJ ) 1‘11.1? .1...1‘

decades of steady earnings
growth

He added that Lthe hgh infla-
ton rate was Griv iy nune work-
ing ¢nsts 1o uneconomric levels
and had to be reduced

“S1% of our gold mines, em-
ploving some¢ {0 000 pecple, are
m a loss situation with working
costs per kilograin higher than
the prevaring gold price  he said

Milling capacity

In an addendum to his presi-
dential address, Mt Steenkarip
said for the past 11 vears gold
mines had regularly wncreased
rmulling capacity but 1987 saw the
end of this trend

He said tons mulled fell shight-

Jv from 107 474 million tons 1n
1986 to 107 634 muli»on tons 1 1987
while grade also fell — by b2 per-
cent from 563 srams ton m 1486
to 528 gams, ton last year

The netl effect was a substan-
tial 6,1 percent fall in gold out-
put from 606 tons tn 1986 to 569
tons 1n 1987 Overall, Scuth Afry-
can preduchion fell from 638 tons
in 1986 to 607 tons in 1987

"That the wustry did not <on-
tinue the expansion — 11 terms o,
ore {h v hpit  which has <hal-
acterised the past 11 vears was
due mnter ahia to the effects of the
strike instigated by the National
Union of Mineworhers in August
1987 Some but by no means all

(ﬁi’-‘ Tﬁ'ﬁ (7 3
t‘i i ! ¥ =
%

Gold's ola world T

Gold production *

| Non-communist world
18310 19?{‘; by
959} < - Total tonnes o 1.37351? ”
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v 1
gold price improves ,.f |

“ Last year’s fall was exaeer-
bated by some mines’ need durmg

r
T

the Chamhet’'s member gold
nmunes were affected while others
maintaned full production

The fall 1n grade last year
perpetuates a long established
trend based on a tendency by
the mnes to reduce grade as the

the strike to mill low gradgysur-
face stockpile material becanse-of
the disruption in underground sup-
ples,” he said
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. By Sven Forssman

The future of Bracken, one of four
gold mmnes on the Evander Gold-
field, depends on the strengthen-
Ing "of the gold price and the abih-
ty to contam costs, chairman Mr
G, Maude says m the annual re-
pert

‘He says the area remamning. Ao
be developed 1s very himited and
thé potential for opening-up and
mining small blocks of ore 1s res-
tricted

At best the mine is expected
to continue at a reduced millibg
rate while mamtaining.the pres-
ent recovery grade . 4
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‘Turnever for the year tfo, beg:
tember ‘30 decreased by 13eper-
.cent fo R78,6 million due_;j:e
eight percent dechne m gold-pro-
duehen This decreased produc

. tion 15 1 line with the furt}Ler deﬂ

pletion of payable ore and1s x;e

fleeted 1n the decrease 1n heth the@,

ylejd and tonnage milled 37, E.

‘After taking mnto account trlb”*
ute payments and net sundry” 1h-
come, income hefore taxation and
State’s share of income amounted

to R10,6 million, a decrease of 51,5

percent over the previous year
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LESLIE .

The outlook for Leshe, anether
Gencor mine, continues te be
largely dependent on the exposure

" of ‘new ore reserves in the West-

ern Area, where the greaterpart

of'the development is bemg®car- |

1h""l'r'i' lg._ 1

rled eut

‘ These values have contifit ed'to
betc':llseppemtmg and develepment
18 eentmumg on a selective hems

The Western Area has s ewn

generally erratic values of meyer

grade, resulting m a higher- fhan
average rate of development re-
quired per unit of payable ore ex-
posed m order to replace mined
out reserves

KINROSS

At Kinross, the tonnage mlied

1s expected to be mamtamed at
a sirmlar level to that attamed
durmng 1988

The recovery grade will dechine
due to the lower value of ore re-
serves, as well as the treatment of
low grade waste materal 5

Tonnage and recovery grade
are expected to be mantained
at Winkelhaak, south of the vil-
lage of Kinross, and emphesm 1};:111
be placed on contamnng the rate

of cost increases to eeeeptehle
levels

— N e e A ———— p— - [T ¥ wpra gy P T TR A - r et T il

UNISEL

The outlook for Umsel, stuat-
ed between Welkom and Virgin-

12 1n the Orange Free Stete, 1S
encouraging

Tomnage milled will be mam-
tamed, but the yield 1s planned
to mcrease margmally An mves-
tigation to determine the concen-
tration of higher values uf the
Leader Reef horison 1s engemg
and preliminary findings have 1n-

dicated a lgher value middle sec-
tion
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Minorco undaunted by scope of MMC inquir

. N iL
LONDON -—-%\d !i[lﬂl§ had pledged to
*press ahead with 1ts bid for ConsGold —
f‘ in spite of the enormous breadth of the
» Monopolies and Mergers Commuission
 (MMC) mvestigation into possible ef-
i fects of a takeover, the London
 Guardian reported yesterday
» It said the MMC had set down a 29-
point agenda for its latest meetings
with Minorco and ConsGold as the two

e )

sides argued the cases for and agamst
the £2,9bn bid A MMC report should be
delivered to UK Trade Secretary Lord
Young within three weeks

Minorco CE Sir Michael Edwardes
told the Guardian “We have every -
tention of co-operating with the MMC
Inquiry to the end There 1s no question
of our abandoning the tid ”

But, the Guardian said, the stock

market believed the breadth of the;
MMC mquiry — taking 1n the effects of-
a merger on the gold and platinum mar-*
kets, De Beers’ history as a major ma-.
mpulator of the world diamond market;
and the likely impact of SA ownership

on ConsGold off-shoots — such as sand

and gravel operation ARC — had re-

duced Minorco's chances of having the,
bid cleared — Sapa
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Brokers see RTZ selling BE, sta

LONDON — Brokers helieve RTZ is
likely to sell BP’s $216m stake 1n three
southern African gold compames 1if its
planned $4,3bn acquisition of the ol gi-
ant’s mineral operations goes ahead

The sale of B Minerals has been
agreed 1n principle,

*RTZ will then become the third
largest gold producer outside SA with
output set to reach 1,6-million ounces
imthe early 1990s

Among assets RTZ will get with the
purchase are a 33,6% stake in Unisel,
30,4% of Oryx Gold Holdings and an
118% stake 1n Gold Fields Namibia.

i Wi i — - —

MIKE ROBERTSON

RTZ says 1t has sufficient syndicat-
ed bank facilities to finance the deal
but Roger Chaplin, of brokers Alex-
ander Laing & Cruickshank, believes
the company will dispose of these as-
sets because they are not hikely to fit
into RTZ’s profile

Chaplin says RTZ could expect to
raise about $216m by disposing of
these munority stakes in the southern
African companies,

“It 15 likely they will look around for
an SA buyer The same might apply to

TE4
the stake 1n Gold Fields Namibia.”

He says, however, it is unhkely RTZ
will sell BP’s 42,5% holding 1n Rich-
ards Bay Minerais

“It fits the hill of what they are look-

ing for., It is a major producer and 18
strong on marketing.”

Colleague Christopher Spreckley
says in a research document, pub-
lished before the annuuncement of the
sale this week, that Richards Bay Min-
erals 15 believed to have been a strong
cash-earner over the past few years
and 1s understood to own the largest

¢ 1n go mmoawmsm%

(210)
single proven deposit of titamum
sands other than CRA's new WIMI150
deposit. .
the sale goes through, RTZ's expo- -
sure to SA will be increased from 2%
of total assets to about 4%. )
An RTZ spokesman said it would not
consider any &Mmcmma for at least the,
-next three months but confirmed RTZ
preferred to hold majority stakes and
manage 1ts mining operations. |
The deal will boost RTZ’s share of
Western world copper output from 4%
to 6,5% and its share of uranium pro-

duction from 8% {0 10%.
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LONDON — Consolhidated Gold
Fields will today present fur-
ther-evidence to the Monopolies
and Mergers Commission 1n the
ongaing nquiry into Minorco's
R12 billion bid for the British
mimng finance house

The Commission, whose inqui-

ry was ordered by Lord Young,

! the Secretary of State for Trade
| and Industry, on October 25 and

; was told to report back within
three months, has this week

heard further evidence from
Mindrco

The Commussion’s recent wi-
dening of the scope of its refer- 5
ence, to make 1t clear that 29
additional aspects were to be
considered, has sown invest-
ment doubts as to whether the 4
original January 25 deadline can
be reasonably met, or whether
deltvery of the MMC findings to | |
the Trade Secretary will be de-
t layed

A separate Department of

Trade and Industry investiga-
tiorranto dealings 1n ConsGold

shares and options ahead of
Mirfoco’s formal September 21
announcement of a bid 1s still

" underway, leading to sugges-

3 tiods that the DTI report must
be to hand before the MMC re-

R, iy sty g, = -
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AY) port.is published.
ut Meanwhile, Sapa reports that
Spa* the Guardian yesterday quoted
13t Minorco chief executive Sir M-
I' chael Edwardes as saying' “We
Al have every intenfion of co-
5¢ operating with the MMC inquiry

to the end There 1s no question
i of our abandoning the bid.”

Bt the Guardian said the
stodk market believed that the
breadth of the MMC nquiry —
takmg in the effects of merger
on.the gold and platinum mar-
kets, De Beers’ history as a
major manipulator of the world
diamond market and the likely
impact of South African owner- { |
ship on ConsGold off-shoots like
sand and gravel operation ARC
—,had reduced Minorco’s
chances of having the bid

cleared J
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| By Robin Pegler
Analyst at Kaplan and Stewart

In any market, it i3 important to
he alert for a change in trend.
For example, at the time of the
October 1987 crash, investors
and speculators were not only
fully invested, but had borrowed
up to the hilt. So there was 1o
additional money available for
investment, and the resujtant
forced liquidation was very Se-
vere

Conversely, at a time of uni-
versal pessimism investors are
generally hquid, so that when
sentiment improves there is
plenty of scope for the market to
rise. There is good reaspn to be-
lieve that the latter situation
now applies to the bullion mar-
ket, though it could be late 1989
before a material improvement
is seen.

Gold-watchers tend to confine
their attention to four aspects of
the bullion market: inflation, o1,
other precious metals and the in-
creasing supply of gold from
pon-South African western pro-
ducers

In fact, there are many other
factors which need to be consid-
ered, such as the level of jewel-
lery demand and the motives of
Far Eastern buyers, whether of-
ficial (e.g. the Taiwan Central
Bank) or private.

Most of the supply of gold is
ahsorbed by fabrication, of
which jewellery comprises the
greatest part. The remainder 18
available for investment, and the
gmaller the surplus, the more fa-
vourable the metal’s price. But
no matter how small the surplus,
gold must appear 10 be a worth-
while investment if it is to ap-
preciate in price

The gold price declined during
1988 for the following reasons:

@ Tightening money supplies in
the leading Western economies
were anti-inflationary. The ac-
companying rising interest rates
created a disincentive to holding
gold.

@ Oil was m oversupply. The fall
i price has been reversed to
some extent by the recent agree-
ment by Opec members to Te-
strict production However, they

! have a long record of cheating,

and we would not expect the oil
price to advance 100 far.

@ Increasing production by nozn-
SA gold mmes could have added
some 125 tons to total world sap-
ply. This factor has been well
publicised, and added to adverse
sentiment.

Out of favour
These influences have meant

Ll PR L

scale. Taiwan was anxious to re-
duce its trade balance with the
US, so it bought a substantial
quantity of US gold in the first
half of the year. The United
States ohyected to this practice
and it was stopped in July.

To predict the gold market for
1939, we need to examine the
1988 factors and see which of
these are lhikely 10 continue and
which will probably fall away or
go into reverse. New influences
should also be looked for.

Inflation

Inflation and oil give no €n-
couragement to the gold price.
However, it is doubtful whether
there are now many investors
who are holding gold purely as
an anti-inflationary hedge. A re-
peat of this year's drought in the
US would spark inflationary
-fears

Demand for coins is so low
that it is unlikely to become any
worse. Western investors will
still hold some gold, which may
be dumped on the market next
year, even in a rising market, but
the quantity is likely to be some-
what less.

Gold output by non-SA pro-
ducers will certainly advance
further, and Australian pro-
ducers will mine as much as
they can before tax become pay-
able n 1991,

It is difficult to estimate bow
much gold loans added to supply
during 1988, and the largest of
them appear to have taken place
early in the year. There are indi-
cations that they will take place
on a reduced scale during 1589.

Demand for jewellery in the
Woest is likely to continue its jm-
proving trend in the course of
this year.

The Third World debt crisis
has been a threat since 1982, and
US banks are in a stronger posi-
tion now than they were then.

If one took into account only
these infiuences, the outlook for
1939 would look neutral to bear-
ish But if Far Eastern demand

was the main determinant of the

gold price last year, it ig likely to
be even more so this year, and It
is here that we must look for a
change in trend.

Gold in yen terms is at present
about Y51 §00 an ounce, margin-
ally above the low point for sev-
eral years, which was reached
duning November. Such 8 cheap
price will give incentive to Far
Fastern investors, who are less
obsessed with charts and tend to
s~len n Innasr view than their
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vourable the metnls piice, D
no matter how smail the sarplus,
gold must appear to be a worth-
while investment if it is to ap-
preciate in price.

The gold price declined during
1988 for the followmg reasons:
@ Tightening money supplies in
the leading Western economies
were anti-inftationary. The ac-
companying rising interest rates
created a disincentive to holding
gold
® O1l was in oversupply The fall
in price has been reversed to
some extent by the recent agree-
ment by Opec members to re-
strict production. However, they
have a long record of cheating,
and we would not expect the oil
price to advance too far.
@ Increasing production by non-
SA gold mnes could have added
some 125 tons to total world sup-
ply. This factor has bheen well
publicised, and added to adverse
senfiment

Out of favour

These influences have meant
that gold has been out of favour
in the Western world. Sales have
fallen drastically from about 170
tons in 1987 to perhaps as low as
40 tons in 1988, Large investors,
such as Swiss portfolio manag-
ers, have sold very extensively.
@& The October 1987 crash limit-
ed the scope for non-South Afri-
can developing mines to raise
capital They raised loans in the
form of gold from major banks,
at a low rate of interest. This
gold is sold in the market, then
subsequently repaid from the
mme’s production. Thus, the sup-
ply of gold increased, but will be
reduced later on.
© A strong dollar which reached
a high of over Dmi 91 and 135
yven in August Currency fears
were largely in abeyance,

The adverse factors were SO
severe that the gold price might
have been expected to fall to
ahout $300. The fact that 1t per-
formed as well as it did, means
that there will have been certain,
offsetting elements These in-
clude: '
® Demand for gold jewellery
‘varies considerably with the
price. Cheaper gold leads to
larger sales. There wili have
been benefits derived from the
current buoyant demand for dia-

monds and from prosperity I’

the leadmg industrial couniries.
Fabrication of gold for jewellery
purposes may have mereased by
20 percent worldwide
® Considerable buying from the
Far East Jewellery demand has
been as keen there as in the
West, while deregulation and
changes in tax laws have en-
couraged private investors.
Finally, some of the Far East-
ern central banks have pur-
chased gold on a considerable
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them appear to liave taken place
early in the year There are indi-
cations that they will take place
on a reduced scale during 1983.

Demand for jewellery in the
West 15 likely to contmue its im-
proving trend in the course of
this year.

The Third World debt crisis
has been a threat since 1982, and
US banks are in a stronger posi-
tion now than they were then

If one took into account only
these nfluences, the outlook for
1986 would look neutral to bear-
ish But if Far Eastern demand
was the mam determinant of the
gold price last year, it is likely to
he even more so this year, and it
is here that we must look for a
change in trend.

Gold 1 yen terms is at present
about Y51 {00 an ounce, margin-
ally above the low point for sev-
eral years, which was reached
during November. Such a cheap
price will give centive to Far
Eastern investors, who are less
obsessed with charts and tend to
take a longer view than their
Western counterparts.

Large trade surpluses with the
US will mean that central banks,
such as Taiwan, will have sub-
stantial quantities of dollars.
With the dollar a suspect curren-
cy once again, they will want to
diversify their portfolios of cur-
rencies and buy yen, D-marks
and Swiss francs The low price
in theiwr terms will encourage
them also to buy gold.

The US trade deficit came
down slowly last year, and it will
take considerable bargaining be-
tween the Bush administration
and congress if the budget deficit
is to be reduced substantially.
The odds are that the dollar will
fall during 1989.

There are still guantities of
gold in investors’ hands which
must be absorbed before the
price can advance materially,
and it will take perhaps the
greater part of next year to mop
these up. However, once these
are out of the way, the scope for
improvement is considerable,

When gold was falling in price
earlier last year, there was con-
siderable support in the Y56000
to Y59000 band. This may be-
come an upward resistance level
when gold recovers At Y57500
and an exchange rate of Y115 to
the dollar, gold would be priced

at $500, and nearly $525 if the
dollar fell to Y110

Up to this level, Far Eastern
buyers could have a preference
for gold, but above that level the
central banks are more likely to
invest in hard currencies.

Tins gives some idea of the
level to which gold could even-
tually rise. We shall need to have
patience, but it looks as if gold is
about to turn the corner.
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and CAPE 800 (71c + 9c tax)

Mitﬁoricro escap es US“ &

A WASHINGTON - Minorco had been

exempted from Michigan’s ‘sweeping
divestment law because it was neither
a “national corporation” of SA nor a US
{cempany with ties to SA as defined by
the state’s anti-apartheid law, a

|spokesman for th

te treasu sald

system 18 by far the largest US institu-
{ional mvestor in Minorco, having ac-

e Tuf

Vestment;
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than $100m v !

Under the new Iaw which was
“signed by Governor James Blanchard
last J ultg and went into effect on Janu-

e state is having to sell hold-

ary 1,
ings valued at $1,25bn in Ford and Gen-

they have formally left SA they main-
tain licensing and. management
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n b a US subsidla of Ceus,ohdaf—
Gold Fields, ARC. America, whase
CEO, Keith Orrell-Jones, publiLl dé-
manded yesterday that Miehigan
change 1its pohcy to include Minorco.

. “State Treasurer (Robert) Bowman's

yesterday. \ 'see no evil’ stance towards SA-con-
, \y eral Motors, both mainstays of the trolled Minorco is astonishing, given
Michigan’s pubhic employeZpénsion  joca} economy, because even though that SA’s most powerful businessman

Harry Oppenheimer himself has called
the company his ‘major vehicle for in-
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iquired in 1983 more than nine-million agreements SRS S vestment in the US and elsewhere out-
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In spite of lower gold revenue . . .

lifts

JOHANNESBURG — In spite of
slightly higher working costs and
lower gold revenue, Goldfields re-
ports that after-tax profits were
R13,7m up, to R347,4m (R333,7m) for
the quarter ended December last
year

The group said yesterday that pre-
tax profit fell by R46,4m fo R550,9m
(R59%7,3m)

It smad, however, because of a de-
crease of R60m for the provision for
tax and the State’s share of profit, the
after-tax profit figure was up on the
September quarter

Mill throughput for the group 1n-
creased by 7000 tons to 3,779m tons
(3,786m tons) 1n the last quarter of
1988 This, combined with a slight 1n-
crease 1n vields from 7,9g/t to 8git
raised gold output from 30 009,5 kg to
30414,5 kg.

The group said the average price for
gold received declined by R1 642/kg to
R32 425/kg (R34 067)

The group sald management con-
trolled the rise 1n working costs to
0,9% which totalled R469,6m for the
quarter (R465,3m).

At Driefontein Consolidated the
group reported that working profit in
the gold division was R308,568m,
while the uranium division lost just
over R500 000

Profit after tax and State’s share of
profit for the quarter was R149,133m
(R149,355m),

A dividend of 80c a share has been
declared

Mill throughput dropped by 10000
tons to 720 000 tons

Yield on East Driefontein remained
unchanged at 11,3 g/t and was also un-
changed on West Driefontein at 9,8 g/t

Viakfontein’s after-tax profit
dropped to R732 000 (R1,010m) prob-
ably as a result of a fall 1n grades from
underground sources from 3g/it to
2,17 git.

The nterim dividend was passed
but a final will be considered at the
financial year-end

At Libanon working profit declined
from R13,842m to R8,205m This result-

Goldfie
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by R13,/m
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ed 1n a marked decline 1n tax and
State’s share of profits that after-tax
profits stood at R11,200m (R11,677m)
Mill throughput remained static at
at 435 000 tons L
Gold revenue declined to R?9,157m

(R62,339m) A
A dividend of 20c¢ a share was.de-
clarEd e 1mrpr

Kloof reported after-tax profits of
R129,275m (R125,835m), while'sgold
produced rose shightly 7242 kg _com-
pared to 7 235 kg in the previousiquar-
ter. Ry

Yield was static at 13,5g/i wMill
throughput also remained -*gtﬂtbu;!# at
540 000 tons Ay

A dividend of 60c a sharegwas.lde-
clared P

Venterspost’s after-tax figures were
down with the final for the quarter at
R4.929mn (R5,483m 1n September),-

Grade fell shightly from 3,7g/t to
3,6 g/t, while throughput remained
static at 405 000 tons

Price receilved per kg dropped to
R32 295 from R34 366 1n the previous
quarter

A dividend of 13c a share has heen
declared

Doornfontein’s figures looked good
with a rise 1n after-tax profit to
R7.257m (R5,481m), following a rise 1n
grade in the last quarter to 53 g/t
4,8 g/'t)

Mill throughput was static at 366 000
tons,

A dividend of 10c a share was de-
clared

At Deelkraal after-tax profits were
sharply up at R4,377m (R2,962m) with
an 1ncrease In grade from 6git to
6,0 g/t

Mill throughput was static at 405 000
tons, while gold produced 1ncreased
from 2430 kg to 2 632,5 kg

Working profit increased to
R45,783m (R42,699m)

A dividend of 30c has been de-
clared :

Northam Platinum reported a afler-
tax profit of R3,838m but said that all
income and expenditure had been ca-
paitalized as pre-production mine ex-
penditure — Sapa
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Deelkraal is ¢

GOLD Fields of SA’s success 1n Iifting gold pro-
duction during the December quarter was sub-
verted by a decline 1n the average gold price
receirved by the house

While GFSA’s gold production rose to
30 415kg, from 30 010kg 1n the September quar-
ter, the average gold price declined from
R34 057/kg to R32 425/kg

The star performer of the group was clearly
DEELKRAAL, where gold production rose 8%
to 2632,5kg as a result of a similar rise 1n
grade, from 6g/t to 6,5g/t

Although costs were well maintaned, a 4%
dechne 1n the gold price received by Deelkraal
affected the bottom line, so that working profit

REINIE BOOYSEN

provement 1n grade at Deelkraal was a wel-
come windfall, but added the grade was unhke-
ly to remain that high

“It will probably drift down to the region of 6
to 6.2g/t over the next quarter or two

The grade also mmproved at DOORNFON-
TEIN, by 104% from 4,8% to 53% — lifting
gold production to 1 927,6kg from 1 747,1kg But
Wright said Doornfontein was “sti] facing dif-
ficult times ahead”

He said the mine would “battle to maintain
the grade at 5,3g/t”

FSA’s st%g

21
|

—

performer

WEST DRIEFONTEIN, but Wright said th
was expected as gold production had been aa
versely affected in the previous quarter by .
fire This also partly explained the drop in cost:
during the December quarter

Wright said GFSA was engaged n discus-
sions regarding the sulphuric acid plant at

Driefontein
“There 1s a strong possibility that the plant

will be closed in the current quarter ” ,
A drop 1n costs at VLAKFONTEIN failed to
compensate for the drap in the gold price re-
cetved, and profit declined to R732 000 (R1m)
Wright said LIBANON had now returned to'
Main Reef production

only rose by 7% to R46m (R43m)

The only other GFSA mine which managed
GFSA director Allan Wright said the mm-

“There 15 very little Ventersdorp Contact
to improve gold production signficantly was

Reef bemng stoped There 1s virtually nothing
left” e
Libanon had the

GOLD FIiELDS Tons Gold pEl? E;tr.lsn perci?gstzuld Price Net Paﬁgt lggeitﬁzt E—S; uull]cret?zf"
gF SA milled Vield | produced | milled | produced | received | profit capex Wright said this was”
em_a_mher Quarter 000_5_ - g/ton | kg R R R/kg R0O00s RO00s not so serrous “if one
Drie Cons ., ... — —_ — — T = — | 149 13_ ';B 2675_ E:;;:lieef,g ::?;1‘1; fal.ls%:
September . . . | — — — — _ — | 141 355 [ 101 788 quarter”
West Drie. . . | 705 9,8 6917,2 | 138,45| 14110 | 32431 - — thfeg Osﬂl'dpf_?{'fedﬁi% 0
September 688 98| 67355 | 143,81| 14690 | 34058 — — bad effect on this
East Drie ... .. . | 720 11,3 | 8130,1 | 115,33 10214 | 32593 — — mlﬁf;i?rﬁis another -
September 730 11,3| 8249,0| 115,71| 10240 | 34 147 _ — — | steady quarter, with
Libanon. . .... .. 435] 42 1827.0] 11713 27888 | 32310] 11205| 4139| 10 | PrORt 29m § R1Bhm
September. 435 421 1827,0| 111,49 26545 | 34075 | 11677 | 5633 14 Wright said he had
Kloof .. . .. .. | 940 134172420 16326 12174 | 32246 | 120275 27333 23 e e grede would:
September 540 13472355 157,71 11770 | 33968 | 125835 | 35334 29 “There really 1sn’t any®
Deelkraal . . | 405| 65| 26325] 99,45 15300 | 32620 44849 23015 | 23 haome s Y1t
September.. | 405 60| 24300 99.20f 16533 | 34048 | 42885! 28899 29 VENTERSPOST.
Viakfontein 210 14| 2868| 40,67 29766 | 32347 732 215 3 ?ﬁiﬂ .;ff,;l,:] t{lne f;ff:cénﬂfn
September 210 14| 2869; 41,39 30293 | 33712] 1010| 517 g_| price, with profit de.”
Venterspost . . | 405 36| 1451,3 | 111,49) 31113 | 32295| 4929 [(25271)| (125) FREI,]E.EE é{:*ade aglég
September 1 405 37| 14985 11003| 29738 | 34336 | 5483| 4241 21 gﬂﬁ“;;‘ﬁg 5,;,131 ﬂ‘)ﬂg;g
Doornfontein . 366 93| 1927,6 | 152,54| 28963 | 32304 7 257 1083 3 “'Trlght sald he flﬂg&dﬁ
September 366 48] 1747.1| 14967 31354 | 33995| 5481| (946)] (2 | E‘;g}etgigﬂde had "*52
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Gold fails to d 0 ﬂashpp nts — analysts

GOLD’'S failure to react to the Libyan in-
cident earlier this week confirms a
. widely held view that the metal has lost
L 1ts role as a store of value 1n times of 1n-
 ternational crisis It has become
depoliticised.
. Had such an event occurred 10 years
ago the gold price would have leapt at
least $50, one analyst said Instead the
- gold price dropped about $3 to a close of
$409,79 1n London on Wednesday and
continued 1ts downward trend yesterday
- to close at $407,75
Gold had been disconnected from

611K

KAY TURVEY

world tension for the past three years at
least, Anglo American gold division
marketmg manager Kelvin Wilhams
said Herecalled the $12 spurt 1n the gold

rice 1n 1986 when Phillipines President
E‘erdlnand Marcos was deposed as one of
gold’s last runs on a political issue

Gold’s role as a “safety haven™ had di-
mimished during the past decade, an-
other dealer said The metal, which
surged to a high of more than $800 at the

[y e

time of the Iraman revolution and
American hostage crises, had increas-
ingly failed to respond to global fiash-
points

A rule of thumb for foreign exchange
dealers had hitherto always been that
gold rose and the doliar iell in times of
world crises

Surprise was expressed yesterday
that gold, notwithstanding fundamental
bearishness, did not even register a

shight hiccup
® Soe Pege E

fKey, Market" Movements — JAN 04'to JAN 05
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¢ Bnyven Forssman
A.n 1rnprn$ed in grade from 6,
t&“ 6,5 g per ton at Deelkraal was
-&- welcome windfall for Gold
Fields of xSouth Africa (GFSA),
which yesterday reported that
pre-tax profits fell by R46.4 mil-
mn to R550,9 million for the De-

ember quarter

Huwevep because of a de-
lfease of *R60 million for the
;:fmwsmn oftax and the State’s
%‘,hare of profit, the after tax fig-
ure of R374 4 rmillion 18 4 per-
fent up on the previous quarter
The average price for gold re-
ceived declined by R1 642 per kg
to R32 425 (R34 087), while pro-

mﬁwmm

1\“ duction ruse from 3{10 Gkg tn

30415 kg

After-tax profits at Deelkraal
rose a healthy 48 percent to
R4.4 million (R3 million), while
working profit increased by only
7 percent to R46 million due to a
dechne 1 the gold price re-
ceived by the mine

A d:vidend of 30c has heen de-
clared

However, a GFSA spokesman
said while the improvement n
grade at Deelkraal was most
welcome, 1t was unlikely to re-
main at its current level and
would probably drift down to

'Grade improvem mnt at Deelkraal bo

about 6,2 g over the next quar-
ter

West Driefontein and Doorn-
tontein were the only other
mines in the group which man-
aged to improved gold produc-
tion during tHe quarter

This, however, was to be ex-
pected at West Driefontein as
gold production had been ad-
versely affected by a fire 1n the
previous quarter

The uranium division at Drie-
fontein Consolidated lost just
over R500000, while after-tax
profit at Vlakfontemn dropped to
R732 ¢00 (R1 million), largely as

osts GFSAT]

a result of a drop in grades from
underground  sources  from
3,0g/tto27g/t

Kloof was a respectable per-
former with after-tax profits -
creasing to R129 million
(R125 million), with a dividend
of 60c being declared !

Libanon mcurred the greatest
cost increases {R27 888 per kilo-
gram of gold produced), with
working profit dechimng from
R13,8 mullion to R3,2 million .

Venterspost was also affected
of the drop in the gold price and
after-tax profit dropped from
R5.,5 muthon to R4,9 milhion

+
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By Neil Behrmann

LONDON — RTZ Corporation is
likely to sell its stakes in South

African gold mines Oryx and
Unisel

RTZ chief executive Derek
Birkin said at a briefing it pre-
ferred to manage 1ts own opera-
tions

Foliowing its R10.3 bn deal to
acquire the minerals division of
British Petroleum, RTZ has a
30 percent stake mn Oryx and
33,6 percent 1n Unisgel

“It 1s a littie anomolous in
terms of our strategic policy to
have only 30 percent in com-
panies not managed by us,” said
Robert Wilson, planning and de-

-___'_—_____'——'_—n—____—_._

velopment director of RTZ
“The gold mines may or may
not be kept "

Birkin said that the company
could not make a decision for at
least three months, until the

loose ends of the BP deal are
tred up

Total assets

Yet 1n terms of the deal, RTZ
effectively becomes a net 1nves-
tor 1n South Africa Its stake
rises to 4 percent of total assets
from 2 percent But if the gold
mines are sold, the mmvestment
In South Africa will fall back to
2 percent

Analysis believe that RTZ
will only be prepared to sell the
assets at a good price There
will be no rush Yet since the
purchase of assets from BP
raises RTZ's debt substantially,
a sale of the two gold mines 1s
on the cards

A key investment, however, 15
Richards Bay Minerals which
will be 50 percent owned by
RTZ

Richards Bay 1s a notable
producer of fitammum dioxide
slag, zircon, high purity rron and
rutile

Foliowing the purchase from
BP of QIT, a major Canadian ti1-
tanium producer, RTZ wi:ll con-

%

trol about 40 percent of Western
titanium production

About 60 percent of all titan-

1um metal 1s used for load bear-
ing components i military and

civilian aireraft construction
The market 1n zircon 1s also
booming

Mr Birkin, a tough Yorkshire
businessman, joined RTZ 1n 1982
and became chief executive 1n
1985 He will be a shrewd nego-
tiator 1n the transfer of vital
assets

Several joint ventures, mclud-
Ing Olympic Dam m Australia,
will be subject to pre-emptive
rights, where the other joint

, venture party can prevent RTZ

taking over BP’s stake
“BP Minerals 1s the last sig-

nificant group of mming assets’

not owned by a quoted mining
company,” sard Mr Birkin

“It undoubtedly swuits our

strategy of having excellent

minng resources well into thﬁjg
LA |

21st century ”

World’s biggest

biggest miming company

Its consohdated group share '

of Western world mineral pro-
duction will after the aeal (and
assuming pre-emption’rights

are 1n 1ts favour) be around

52 percent for boron, 42 percent
titanium, 30 percent industrial

diamonds, 20 percent zircon and |

uranium, 16 percent copper,
11 percent hauxite, and molyb-
denum 8 percent, tin 8 percent,
iron ore 7 percent, silver 6 per-
cent, gold & percent and lead

and zinc 4 percent

“This acquisition sigmifrcantly |

Increases our mnvolvement n
precious metals, especially gold
where RTZ 1s now set to become

the world’s third largest pro-.

ducers outside South Africa,”
said Mr Birkin

“In 1989 some 50 percent of
RTZ’s assets will, following the
acquisition, be 11 North Ameri-
ca, 20 percent 1n Australia,
16 percent in the EEC and 4 per-
cent In South Africa

“BP also has an extensive ex- |
ploration programme which will
be pursued actively by RTZ)
said Mr Birkin

; (g
RTZ 15 now by far the wurid?s ;
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' SHARES of Genbel Investments (Genbel);

GENBEL SPREADS ITS RISK:

T the Gen-

. cor group, should be held or bought by investors since

e i s eSS

it has wisely spread its purtfnlm risks and has good
long-term potential. ! r

The stock also has a speculative flavour with its
involvement in the Marievale exploration company,
says Frankel Kruger Vinderine research chief Peter
Davey. “Gearing to the gold price will have dropped
from 55% to about 497 of the distributable innnme
with the imclusion of 4,5-million Sappi shares at the

. expense of gold counters sin¢e the the annual report.”

The Sapp1 stock will strengthen the industyial port-
folio, which it is estimated will account for about 12%
of dlstrihutal income against 5% last year.

“ In the light of a continuing squeeze on gold mine
margins the move is seen as beneficial,” says Davey,
although Genbel will teceive only the final dividends
in this financial year to June (the new Sappi shares
were not ehigable for the June interim).

e




The Qctober 1987 crash knocked
the new bistings trend on the head,
but it didn’t quite kil it

In 1923 there were 42 listings,
sharply down from the 220 that
made theiur debut in 1987.

It was also considerably below

| the 68 listmgs that marked 1986 as

the year in which the stock mar-
ket became a popular alternative
source of company finance,

One significant feature of last
year’s listings is the large number
currently trading above the price
at which the 1ssue was pitched

This contrasts sharply with the

—

ood

its subsidiaries and so came to the
market via a rights offer to share-
holders of the main company.
Another feature of last year’s
listings (which underlies the fact
that there was no major testing of
investor sentiment) was the gen-
erally small sums of money

to trickle in .
of sobriety

R3 mullion to RS million.

The larger issues fended to be
companies hemg hived off from
existing listed companies and so
the success of the listing was
guaranteed by the parent com-
pany.

While the primary reason for a
listing in 1987 was to cash m on
investor euphoria the primary
reason for hsting in 1933 was to |
give a company a public profile
and the opportunity toestablish a
track record for a few years thus
making the raising of funds for
either expansion or acquisition

Crest Holdings

1637 experience when 114 of the raised — usually 1n the order of easier and cheaper ¥
new lfstmgs E_.nded the year below Company Listing Issue Current Hi Low:
their issue price. Date Price Price 4|
‘' Twenty of these casualties —c- -G~ —c- —C- ;
EEEI: isgsﬁug;ﬁt or more below Tricom 18/2 6500 515 610 475%
The 1987 situation reflected the Cenmag (DCM) 24/2 85 88 ab BB-}
unrealistic priemg that character- Hyprop 24/2 500 500  b2b 420}
ised listings that year as com- Ovbel 25/2 57 70 90 55
panies took advantage of the pre- Cengold 25/2 160 40 160 30,
crash euphoria onthe JSE and Nigel 4/4 50 60 a0 30
pitched their issue prices at high TS| 14/4 400 620 640 520
P/E ratios and well above net Group Five Hidings 22/4 . 340 350 275
asset value SA Bias Binding 7g/4 180 370 450 300
The emabled the company Nonstan 28/4 105 gs 110 65
and/or its existing shareholders to p, 4/5 8OO 840 975 720
rake in considerable sums rela- Knights 5/5 10 g5 100 56
tive to the number of shares sold gp,o0y DCM) 11/5 40 25 46 26
to the public. Rabie Hidings 23/5 — 250 325 210
The longer-term result was that Board 13/6 500 475 505 475
the unrealistically priced shares ~oo b oF ‘20 190 118
had a long way to fall when the Motorovia 15/6 180
. GO 165 16D 115
market eracked and investors Sun Pack Inv 15/6 1
hegan to coneentrate on underly- Musica (DCM) 29/6 55 40 60 40
ing value. Femco Tec 30/6 200 210 220 190
The 1953 experience was differ- Putco Prop 4/7 — 67 70 45
ent. Issue prices were pitched at Eiis Park 7/7 100 83 102 80
realistic levels m relation to un Lydex 11/7 — 155 250 120
derlying net asset value and P/E Southwits 20/7 180 a5 175 55
'ratings Mascon 1/8 — 1756 200 130
In some Instances, analysts ar- Sterhing 3/8 70 60 71 50
gued that the issue price repre- Barnex 22/8 410 400 575 350
sented a discount fo a realistic [indum Reefs 22/8 250 175 320 145
market level. Helical (DCM) 20/9 — 130 130 110
The fimer pricing reflected Eyrovest 22/9 200 245 245 200
changed sentime’nt.m}d the fact vaneng 28/9 a0 120 123 a0
that most of 1988's listing came 0 ogifieids 510 100 80 100 75
t“ﬁfﬂ;‘iﬂ"‘;ﬁﬂ:’ﬁgt‘: 1’;?&"“‘;%5@? Goldfields-Namibia 19/10 800 1225 1275 1050
oreclude attempts at extravagant Richemont 3/11 1300 1245 1290 1050
.2 . Stocks & Stocks 10/11 150 155 175 140
pricing as the parties mvolved are
usually professionals who won’t Decor 10/11 50 63 05 50
fork out a pI'EIﬂilllIl for untested Distillers 21/11 —_ 240 250 200
investments Furngo 24/11 130 135 150 1356
Market conditions made a pub- Infash (DCM) 24111 60 60 70 60
lic offer much too hazardous. Investec Bank 28/11 330 330 340, 3330
In addition, many new listings Woodrow (DCM} 8/12 50 53 53 1, B2
involved the hiving off, from an W B Holdings 12/12 — 210 210 , 75
existing isted company, of one of 15/12 — 120 120 120
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Rand Mines can

1 de
RMP S:fé%'é tur o

"By Derek Tommey
A decision by Rand Mines
tor start a deep-level min-
ing venture south of Johan-
nesburg would be good
news for Rand Mines
Properties, the company’s
chairman, Mr DT Watt, in-
dicated at the annual
meeting in Johanneshurg
yesterday

Should a new deep min-
ing. venture be approved 1t
was likely that RMP
would contribute land for
hostels, shafts and plants
as well as certam surface
right permits held by
Crown Mines, City Deep
and CMR, he said 1n reply
to a shareholders’ question

The land sold would -
clude miming infrastruc-
ture ncluding existing
shafts and haulages which
gave access {o the rmmng
area to the south of the old
mines ,

Mr Watt did not disclose
what the prospects were
for a new mine south of
Johanneshurg

But 1n his chairman’s
staternent he reported that
a borehole sunk to the
south of the company’s

k.

mumg trtle last year had
successiully intersected
the IMam Reef horizons A
second borehole 18 under
way and reef mtersections
are expected this month |
Mr Watt said that ex-
ploration in the Pilgrim’s
Rest district was heing
“pushed ahead as fast as
we can When we get.re-
sults we will disclose
them ” ? ':Liﬂ ;
RMP 1s looking for gold
reserves i the Pigrim’s
Rest district which can be
worked once the sand-and
shme deposits there have
been treated L

But Mr Watt dashed any
hopes of a new mine at
Crown Mmes Drilling dur-
ing 1988 had produced
values of 1,2 grams, 1,77
grams and 1,64 grams a
ton

At the current price of
R30 a gram for gold a vi-
able operation would have
to recover not less than 3
grams a ton to cover
working costs and capital.

This would require an 1n |

situ grade of about 4
grams a ton.
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Proflts down at New Wits
o 1/&‘ mBy Sven Forssman l,\q
Profits before t

at Witwatersrand Deep, a Gold Fiel vestment
holding company, mereased shghtly from R1,939 million to
R1,968 million for the s1x months to December 31
; But, profits were down at Selected Mming Holdings (from 423 000
to 376 000) and New Wits (from R9,67 milhon to R7,52 million) for
the same period
" Wit Deep has declared a final dividend of 20c per share, Selected
Mming Holdings a dividend of 40¢ and New Wits a dividend of 30c.
Wit Deep mcurred no exploration expenditure durmng the first
half year, but New Wits’ expenditure rose from R734 000 to
R1,5 million
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GFSA [irms)
produce poor

‘ N

erformance
?L&Lﬂlslme BOOYSEN \~ %

INTERIM results of three GI"SA Trivest-
ment holding companies — Witwaters-
rand Deep, New Wits and Selected Min-
ing Holdings — are either unchanged
from last year, or down, broadly re-

flecting the sluggish performance of
gold shares across the board

Wit Deep’s earnings are up shghtly to
R1968m (R1,939m), New Wils down
23%, to R7,395m (R9,56m), and Selected
Miming (76% controlled by New Wits)
11% down, to R376 000 (R423 000)

While Wit Deep’s investments are en-
tirely 1n gold mines on the west Wits
lne, New Wits and Selected Mimng
have'a greater. spread, but remain fo-
cused 1n gold shares

Wit Deep incurred no exploration ex-
penditure during the first half year, but
New Wits’ expenditure rose  from
R734 000 to R1,517m (compared to a
total 1n the year to end-June 1988 of
R2m). ¢ * = )

Wit Deep has declared an mtermm: .
dividend of 13¢ {13c), New Wits 15¢ (15¢) . .
and Selected Mining 25¢ (25¢) gl
[0 Gold Fields Property Company’s re-
sults for the year to December 1988¢. ¢
reflect the poor state of the property v
market Turnover 15 34% down, fo..r

R17,5m (R26,5m). L

“‘Earnmgs a share are down to 609c

(89,7::), and dividends are down to 36c

f
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Therp’s no business like gold Com-
panus spend fortunes looking for a
commodity which has limited
pradgical use

Ifithey are lucky and strike
gold;there 15 no way they can add
valup to their product Instead, all
goldmines receive the same fickle
price

They can compete with each
other only by producing 1t at the
lowest cost This decade new finds
in North America and around the
Ring of Fire, which girdles the Pa-
cific, have made this look easy

The finders have for the time
being changed the structure of the
world gold-mining industry The
big loseris South Africa

Sduth Africa’s share of non-com-
munist world production fell from
70 percent 1n 1980 to 44 percent
1n 1987 Total world production 1s
rising fast, last year 1t was a ree-
ord 1373 tons, up 43 percent on
1980

Most of the inecrease 15 com-
Ing from America, Canada and
Australia In all three countries
the new gold rush 1s a by-product
of the hase-metal slump of the
early 1980s

As base-metal mining giants re-
trenched, many small companies
dashed 1n to buy equipment and

hire staff at bargain prices They
went out and found gold all over
the world, from Indonesia and Ire-
land to Burkina Faso and the
Amazon jungle (where law and
order has broken down under the
pressure of an old-fashioned gold
rush)

New discoveries 1n safer areas
have attracted the big mining
houses with the financial power to
develop them

sSince 1985 they have almost
doubled mine output In America
and Australia This 1s one big rea-
son behind the bid for Britain’s
Consolidated Gold Fields, which 1s
the mining house most heavily in-
volved 1n the new gold-mining
areas

The bidder, Minorco, is the over
seas-investment vehicle for Anglo
American, nearly all of whose gold
mines are 1n South Africa

The most important of the new
finds 1s 1n north-east Nevada In
1982 Newmont Mining bought the
“Lazy 8", a cattle ranch, for
$35 million It turned out to be sit-
ting on top of what 18 now called
Carlin Trend, from which New-
mont will mine 18 tons of gold this
year

Newmont hopes this wili rise to
50 tons by 1990 and reckons there

world’s El:Dorados mushroo

1s enough gold to keep production
at this level for ten years That
makes the reserves worth, at cur-
rent prices, $6,7 hillion That

$35 miuilion ranch was not a bad 1n-
vestment

The Carlin Trend 1s exceptional
More typical of the new gold
mines 1S the smaller Ridgeway
mine 1n South Carolina

This has been developed jointly
by British Petroleum and a Van-
couver-based company, Galactic
Resources They hope there 1s
enough gold to produce 3,7 tons a
year (worth $50 milhion at today’s
gold price} for 12 years Vast
dumper trucks capable of carrying
200 tons of muck at a time roll
around the site carrying low-grade
ore to the processing plant

The main point about the Rid-
geway mine — and most of the
other new mines now coming on
stream — 1s 1ts cheapness

It took three years and $90 ml-
lion to develop the mine This 1s
about one-sixth of the cost and a
quarter of the time that 1t takes to
develop a (usually bigger) South
African mine

The new mines are low-cost,
low-tech, low-grade operations,
capable of taking dirt that South
African companies would not

bother to haul up — and yet mak-
Ing money from 1t

At these open-pit mines, the av-
erage cost of miming an ounce of
gold 1s $200 Some firms, like
Amax Gold, have costs of little
over $100 an ounce

In South Africa, the average
working cost of mines was $305 an
ounce 1n 1987 South Africa has
moved from being the lowest-cost
gold producer 1n the world 1n 1986,
to being the highest among big
producers

It faces three big problems its
gold ore 1s deep, 1ts ore grade is
falling, and the cost of labour
needed to get 1t to the surface 1s
rising rapidly

The world’s deepest mine is
South Africa’s Western Deeps,
where gold 1s mined over four
kilometres below the surface New
reefs of gold are being looked for
in South Africa at even deeper
levels

Mining at these depths 1s hugely
capital intensive A new South
African mine can cost $860 million
to develop and fake more than ten
years before any gold appears
This mvestment 1s worth making
only if the reef of gold at the bot-
tom looks rehable and 1s of mgh
grade

e thicoly ard €0 ldin
ming thick M:Em@@ N

Today, the grade of South Afri-
can ore 1s falling fast In 1970 its
mines produced 13 grams of gold
from each ton of ore milled, that 1s
down to just over 5 grams today —
partly because a Government-im-
posed “pay-limit’ stops mines
from stripping the richest reefs
and ignoring low grade ores

As 1ts grades drop, the only way
South African mines can stop total
production from falling further 1s
by bringing more rock to the sur-
face That means employing more
people

South African gold mines al-
ready employ more than 550 000
workers, whose wages make up
half the mines’ costs Inflation and
strikes have pushed up total costs
by 73 percent over the past three
years

Thus far the rand has fallen
even faster than costs have risen,
S0 companies’ domestic earnings
have been 1nsulated Despite this,
several South African mines are
now losing money

Older munes, like the one at Stil-
fontein which last year produced
7,2 tons at an average cost of $403
an ounce, have lost a big source of
earnings because the Japanese
have stopped buying South African
uranium, a common by-product of

— -

So, over the next five years,
South African mines will have to
struggle — while foreign rivals
seem with ease to scrape gold off
the surface 1n the American desert
and 1n the jungle of Papua New
Guinea

But the pendulum could swing
back in the mid-1990s Most of the
new mines are cheap to operate,
but they will have relatively short
lives

Like Califorma’s gold rush, the
days of the Ridgeways could all be
over in a few years Thelr reserves
are too poor or geologically too
difficult to justify muning under-
ground Already shortages of la-
bour and equipment 1n North
America and Australia are driving
costs up

Although South Africa faces
falling grades and rising costs, 1t
still sits on the world’s richest
known reserves No gold depos-
1ts have been found outside South
Africa that can stand comparison
with the jewels 1n the Witwaters-
rand — Kloof and Driefontein

In 1987, these two mines pro-
duced 96 tons of gold — only 12

tons less than the entire produc-
tion of Australia — The Economist {




L1IKE warring generals
who believe their oppo-

nents’ stocks of ammu-
nition are running low,

Minorco executives
this week rounded on
Cons Gold 1n their first
major offensive
agamst the company in
nearly three months

Minorcos lapsed 1.2.9-hil-
l1on bid for Cons Gold 1s being
tnvestigated by the UK
Monopolies and Mergers
Commussion which is expect-
ed to report before January
25 Lord Young, Secretary of
State for the Department of
Trade and Industry 1s likely
(0 announce his decision
shortly afterwards

Vilification

Incensed at what Minorco
citairman Julian Ogilvie
Thompson has described as
a worldwide orchestrated
campaign of vilification and
abuse against Minorco Anglo
American De Beers and Mr
Harry Oppenheimer Min-

orco executives chargedathiats
® Purchases of Cons.o{iold
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By Richard Rolfe

London
S
shares by its associate Gold

Fields of SA 1n January 1987
were suspect, possibly
amaounting to insider trading
® Suggestions that Minorco
might, 1f 1t took over Cons
Gold nfluence the competi-
Live position in the zircon and
Litanium markets — the rea-
son given by the DTI for re-
terral of the bid to the MMC
- were entirely false

Minutes

'Everyone has lost sight ot
the fact that we are bidding
tor some gold and aggregates
assets says Roger Phill-
more, Mitnorco's commercial
director

Cons Gold and Minorco
were as good as merged” in
December 1986, Minorco ex-
€Culives say Detalled joint
planning had gone into an-
nouncement of the deal and
extended to agreement on
hey executive posts mn the
merged company.

However, at the Cons’Gold

board meeting on December
S} e

unliialieny,

J b v '
-'__-'—-—-tl—_._—_.,.-_._n___

22 1986,
terms, Minoreo claims that
Cons Gold chairman Rudolph
Agnew was put off the merg-
er by non-executive direp-

tors, led by GFSA’s Robin
Plumbridge

According to Cons Gold,
Mr Ogilvie Thompson made
"a poor presentation” to the
Cons Gold board, urging ac-
ceptance of the terms before
withdrawing to await the
verdict “He assumed the
board would rubber stamp
the terms, like an Anglo
board,” says a Cons Gold
spokesman

Cons Gold claims 1ts board
unanimously rejected the
terms and this was conveyed
to Mr Ogtlvie Thompson Mr
Plumbridge, Cons Gold says,
left the meeting believing the
merger plans were dead

The relevant part of the
minutes of the meeting at
which the terms were rejec-
ted 1s sald to have bheen
blacked out 1n Cons Gold’s
recent submssions to the US
courts, on the grounds that
this two-year old information
1S “price sensttive”

4 After the breakdown of the
merger talks, Mr Agnew sent

o consider the

Mr Ogilvie Thompson a mes-
sage saying “We must get
this show on the road again

He also brushed aside as ir-
relevant suggestions that the
MMC mght look at the deal

However, before talks
could be resumed, GFSA
raised its stake 1n Cons Gold
by share purchases Mr
P{umbrld e was not present
at the GFSA board meeting
which resolved to buy into
Cons Gold and 1t 1s not known
what, if anything, he told
GFSA board colleagues of
the Minorco-Cons Gold merg-
er plan

Obscure

GFSA was required to give
notice of 1ts meeting to all
directors in the Johannes-
burg magisterial distriet
However, 1t 1s alleged that
the meeting was knowingly
convened for a time when
GFSA directors were aware
that Peter Gush, Anglo’s rep-
resentative on its board, was
1n Welkom

Because Cons Gold did not
know of the GFSA hoard de-
ciston to buy Cons Gold
shares, the holders of 70% of

m

|" and zircon, which deserve 1n-

|; supplier of high-grade feed-

GFSA shares — that 18, Cons
Gold and Anglo — were not
consulted about the decision
to spend hundreds of millions
of rands when Cons Gold and
Minorco were about to be in
discussions leading to a re-
vised merger proposal

Minoreo put out an obscure
news release at the time ex-
]%ressmg Its “astonishment”

he merger talks were never
resumed

Whether the GFSA board’s
action amounted to insider
trading 1s a point which could
be established only by the
testimony of those mvolved

However, 1t must be as-
sumed that the company and
1ts executive directors
availed 1tself of the best pos-
sible advice Mr Plumbridge |
1s belteved to have consulted
former Hill Samuel chief |
Christopher Castleman, who |
has since joined the Cons
(rold board

As regards the MMC mqui-
ry, the DTI originally an- l
nounced that “there are pos-
sible effects on competition
In the markets for certain
high-value minerals and met-
als,’and especially titanium *

vestigation” ‘
Cons Gold's 49%-0wned

Australian associate, ,Rem-

son, 18 the world’'s largest |

“stock for titanium dioxide
Gencor, 1n which Anglo has a
small stake, 1s also a major
supplier through associgtes
Cons Rutile in Australia and
Richard Bay Minerals !

Absurd

Minorco claims to have es- |
tablished that most of Reni-*
son’s titanium dioxide 1s sold |
to a French chemical com-

~pany In turn, muech of the
{ French company's output
"passes to two UK concerns
: *These are Tioxide, a jont
venfure between ICI and
Cookson, and SCM, a subsid-
1ary of Hanson ’
i Cons Gold says that 1its ar-
, guments are ahout concen-
‘ration of supply in SA hands |/
.{ adds that Remson’s rela-
tronship with the French con-
cern, Rhone Poulenc, 15 con-
fined to the supply of
monazite, a phosphate con-
tamning rare earths, and ex-
cludes titamum or zircon
Mr Philhimore says “All
these intermediaries have
signtficant market positions
and determine availability
and price of titamum pro-
ducts
“It 1s frankly absurd for
Cons Gold to pose as the de-
fender of consumers of the
metal ’
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MIKE De Pinna does
not claim to wear a
clerical collar, but
shareholders in his
companies need to
have the patience of

gaints

Two holders of shares In
unlisted but connected secu-
rities asked me to look at
Principal Mining & Industri-
al Securities, of which Mr De
Pinna is the director

One bought 750 shares In
New Era Mines at 150c¢ 1n
1983 The other bought 500
shares at 100c¢ each in Red-
park Mines 1n 1977 Like oth-
er investors who have 1nvest-
ed 1n Principal Mining
companies for many years,
they have had no return

Premium

Those who buy shares in
these companies do so at a
jarge premium from Pingeld,
Mr De Pinna’s company The
proceeds thus go to Pingold,
not to the company He on.
lends the moneys and 1s thus
a major creditor Raising
funds under Section 141 of the
Companies Act instead of
than Section 142, obviates the
need for a prospectus for the
underlying companies

Mr De Pmna says Princi-
pal acts as agent for com-
pantes which raise eqult:{
Among them are Hemi-
sphere, New Era and Red-
bark

Hemisphere owns 61% of
New Kra Mines and an effec-
tive 30% of Eldorado Gold
Mines, near Barberton It
also owns 27% of Redbark
Mines and has interests in
Lenmike Investments and
National Quartzite Suppliers

Dumps

New Eira has 50% of Eldor-
ado and 1,8% of Great Afri-
can Resources

Redbark owns the farm
Louteville, near Barberton,
Greenbark Mines, Yellow-
bark Mines, Bluebark Mines,
15% of Eldorado Gold Mines
and 10% of operating com-
pany Geocomn There are 5,5-

By Julhe Walker

milhon Redbark shares in 1s-
sue Shares are being sold at
R3,50, so a company with eq-
wity of B554 600 15 valued by
the price at R19,2-rmllion

Geocom recovers gold
from dumps 1n the Roode-
poort district

Mr De Pinna says more
than R1-rmllion worth of gold
was recovered in December
He hopes that Geocom will
be li1sted on the JSE, probably
this quarter

But Leveton Boner, auds-
tor to Hemisphere, New Era
and Redbark, is unable to ex-
press an opinion on the finan-
cial position of the three
companies

It quahfies each report,
saying “Because of the na-
ture of the group's assets
there have been no audit pro-
cedures which we could
adopt 1 order to formulate
an opinion as to the value of
the muneral rights, prospect-
ing claims, notarial minmng
leases and the capital devel-
opment expenditure

“As a result of the aforego-
Ing we are unable to express
an opimon as to the value of
the company’s investment in
subsidianies or the ability of
such subsihartes to repay
their indebtedness to Ehls
company

Telephone

Mr De Pinna says he has
heard the same thing for 15
years, and agrees that the
auditors can only verify what
was spent, not the true worth
of assets In his companies

The Redbark shareholder
says he bought the shares
from a door-to-door sales-
man Later he was asked to
pay for an additional 5 000
shares which Redbark
claimed he had ordered He
had not asked for more
shares

Mr De Pinna says 99,9% of
share-selling 1s done by tele-
phone

“l was promised the
earth,” says the member
When he bought Redbark the
company said it had been
prospecting the Witvlakte
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sufferi:

Pan in the Vredendal district
of the Cape

The pan contains a deposit
of magnesium calcium car-
bonate clay with sepiolite —
formerly called dolerete

“It appeared that produc-
tion of sepiofite was only a
few months away,” says the
Redbark shareholder

But every annual report
says “tests are being conduc-
ted, etc, etc The optimism
grows each year, but 1 never
had a return on my 1nvest-
ment ”

Mr De Pinna concurs “We
have been close to the big one
a couple of times We nave
now found that the deposit
contains kieselguhr and high-
grade gypsum as well as se-
piolite

“Reserves in the Witvlakte
Ean could be worth up to Rl-

1llion on a sold-condition ba-
sis, but the auditors cannot
say that”

Trials

Redbark says Mintek 18
conducting trials on the se-
piolite deposit to produce a
marketable product

“Kieselguhr 1s imported at
about £40{ a ton,” says Mr De
Pinna, “and we could save
the country foreign exchange
if we made 1t ourselves”

An offer for the sale of
shares in Redbark, dated
July 10, 1988, gives a review
of Redbark’s affairs Other
than Geocom, the businesses
are dormant

It 18 a confusing document
because under the heading of
balance sheet is an income
statement, showing zero

turnover and a loss R8 400,
bringing accumulated losses
to R267 000 This places an-
other question mark over the
valuation of R19,5-million
The balance sheet to June
1987 shows fixed assets of
R408 814 and capital develop-

ment expenditure of
R501 516, with both of which
the auditor cannot come to
grips These form most of the
total of R995 469 Sharehold-
ers’ interests are R554 602
and loans payable R440 867

Hemisphere has loans pay-

-
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able of R2,3-million and loans
receivable of R300 000 Those
payable are unsecured and
no repayment date 1s speci-
fied New Era has loans pay-
able of R1,97-million and R2-
million receivabie

Thwarted

Hermisphere appears to be
dormant, as does New Era A
buyer 1s sought for Eldorado
It appears that Geocom ts the
only source of income for the
group

Mr De Pinna says his at-
tempts to work Eidorado
were thwarted after he fol-
lowed “expert” advice

“We drilled at the tople-
vels, and had run out of mon-
ey by the time we found the
mterestm% sulphide zone at
the third level

“Instead of going back to
shareholders to raise more
development capital we de-
cided 1t would be best o sell
the mine”

Any proceeds would prob-
ably be invested in gold
dump retreatment, “where
we have had success”

Mr De Pinna says he has
received neither directors’
fees nor salary since incep-
tion of the mining companies,
but belteves that the frut
could soon be reaped For the
sake of the long-time share-
holders, 1 hope so

Warehouse
upgraded

UNICORN Lines has up-
graded its warehouse 1n Port
Elizabeth

The warehouse now covers
9 480m* with four bays and
Includes an open-air storage
space of 2 000m* Warehouse
activities include the packing
and unpacking of export and
import contamers and the
storage of dry products

“The economy In this area
seems to be on the upswing
and Unicorn has every confi-
dence 1n the recovery of in-
dustry in Port Elizabeth,”
says executlve director, non-
liner services, Fred Harper
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LONDON Minorco has a d

.Consgold of a scorched earth pol-
xm}‘cy in 1ts attempts to have the
group blackhsted because of 1ts
SA connections
The row comes Just a week
“from the deadline on the Mono-
polies Commussion probe mto
fnorco’s £2,9 billion bhid for
nns gold t
Pressure has reportedly been
ut on Chemical Bank by the New
ork city authorities to 1r.'.flthdr.':lw
rom 1ts $300 milhion loan agree-
mrwnent with Mmorco The state of
:ﬂ\dmhlgan 15 being urged by Cm’ls-
gﬁcﬂd’s ARC subsidiary to sefll its
ﬁnme milhon Mimnorco shares | ¢
The Sunday Telegmph lre-

Eﬂhgﬂrﬁs however, both moves have
Ty

een beaten back
Ny J iy !
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ConsGolqo

LONDON — With the Januar 25 dead-
hne on the Monopohes and Mergers
Commussion probe mto Minorco’s £2 9bn

éborched earth’ chf;lrge%;f'LL

bid for Consolidated Gold Fields ]ust a
week away, Minorco says ConsGold is
using a “scorched earth” pohey 1n a bid
to have 1t blacklisted

Pressure has been put on Chemical
Bank by New York city authorities to
withdraw from its £300m loan agree-
ment with Minorco, while the state of
Michigan was approached by Cons-
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/ ~Own Correspondent
£ Gold’s ARC subsidiary to sell 1ts holding

ey

uf nine-million Minorco shares

But Minoreo claimed it was ConsGold
fthrnu h 38% ownership of GFSA) and
not anrcn which fell foul of Michigan
state mvestment rules

And Minorco said 1t was Chemical 7,
Bank which led a syndicate lendmmg $2bn "
to ConsGold-controlled Newmont Min-
ing to help financea deal against a raid
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AE Nnger over %6, 101 DI ICC hike
THE 10c petrol 1:;;1?‘?513i IHCFLHS\&!\'LQI 0’ [ j BH‘ICINWYN ADAMS
effect today amid widespread protest — e
'from transport an motoring  Moss has deseribed the reaction of his |
‘associations, . members to what will amount to a 4% &
: +The price of a litre of 87 octane petrol  jump in costs as “bitter” He accuse¢; -
on the Witwatersrand 1s now 10lc, while  government of using fuel as a “cnnve&a |
that for 93 octane 1s 105¢ nient milking cow”. k4
In coastal areas, a litre of 93 octane -Sapa reports the Federation of Sala- f
costs 96c and a litre of 87 octane 10lc. rred Staff Associations (Fedsal), repre- |
Diesel costs 90c a litre 1n coastal areas senting 150 000 workers 1n the banking,
and 97¢ in the PWV-area building society, mimng, motor and
AA director-general Peter Elhot has transport industries, had reacted angrilty |
said the petrol price hike was totally to government’s handling of toll roads ;s |
unacceptable as i1t was nothing more  and the mcrease 1n the fuel price |
1| than a tactie used by government to Fedsal smid “If some of our petrol |
extract payment from motorists money 1s being diverted to pay civil,, .J
'+ The new pump price ncluded a e &  servanis’ salaries, what other 2OVerhdn,
Iitre tax This, added to the 3c increase  ment excesses are bemng covered up it b
in September 1988, represented a totalof  this manner?” e -rgi»
"12¢ in tax increases during the last year. Fedsal questioned the need for a 31,9¢ ¥
Elhot said this was proof the Depart- | a htre fuel tax in the light of the revenue _ |
ment of Finance had found aneasy | bepg earned, from toll roads Govern-. |
.} source of revenue which was “grossly ' ment was further criticised for not com-" |

unfair” municating with worker representatives
Public Carriers Association CE Ian  on toll roads and new fuel prices

" - % e i —— r-




A res;l:gcted New York ﬂgold tr é‘

hirms and market makers are pulling

MERVY Hgn RIS

to prnmotefSA\ i:umty to fill a gap in the market place
We will be almost a lone voice as nobody
else 15 promoting SA gold shares

“Only a South African firm would be

Prepared {o take somethin like this o

at this time But we behevg South Aofrxl3
can gold shares have remarkable valye
relative to Australian and Canadian gold
shares and we are justified 1n appointmg

York to tell the story
The recent withdrawal of;leading‘r{ls

b

out ofydealing. in SA shar S, B market makers in SA gald s res has
G ductiorVmston ioq S e Sl gl

Martin & Co dypééiop Winston F}
sa{d yesterday ‘TWEF See this as an u;ggﬁf

' Firm to promf)te SA gold shares

away from New York to London where
smaller and lesser known UK-based
firms are becoming mche players in

golds l
Recent estimates show that New York

now trades ahout 40% of business in SA
golds as opposed to 60% in London
About 10 years ago, the US had about
70% of the trade and London 30%

A survev by Meclutosh, Martin & Co

@ To Page 2 |:|> ET
‘ -
in US-
D

g cl:\ —
{ }] @ From Page -
VHILSA ¢

shows the approximate aggregate value

of all gold tunds at the end of the third

quarter 1n 1988 was $6,6bn This was 7%
lower than at June 1988 and almost $1bq

less than at the start of the year '

Two-thirds of the world’s ownership of
gold shares 1s still held in the US .

L
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Profits up at
Rand Mines

Rand Mines gold producers showed a 66 percent n-
crease n taxed profits n the December quarter, despite
the seasonally shorter rulling cycle and virtually un-
changed average gold prices received, the Rand NMmes
Group said 1n its quarterly statement yesterday

Total bottom-line profits, before capex, of the group’s
four major mines — Harmony , Blyvooruitzicht, Durban
Roodepoort Deep and ERPM — rose from R125 mullion
1n the September 1988 quarter to R20,7 milhion

The main reasons for the improvement were a 38
percent reduction 1n the combined losses of strugpling
margmnals Durban Deep and ERPM and a R16,5 million
drop m total capex from R43,] mithon to R26,6 mullion
— which prompted a tax cut of 47 percent from
R4.7 millon to R2,5 million

In lme with the lower tonnage milled, group unit
costs rose by 13 percent from R105,39 per ton to
R119,33

Blyvooruitzicht came n with a strong December
quarter performance, pushing up gold production by
130Lg, despite a 10000 ton drop 1n tonnage mulled, and
adding almost R2 mitlion to 1ts taxed profits.
“ A shght drop in Blyvoor’s average gold price received

-was more than offset by higher gold production.

Fr

Cold revenue was thus up from R80,7 mllion to
R81,4 mllion

Blyvoor’s costs dropped from R70,7 million {0
R68 millton, leaving the mume with a working profit of
R13.4 mullion

Tonnage down

Harmeny’s production saw tonnage down 73000 tons
at 2,4 rmthon tons T

Gold production was just under 50kg lower at 7 127kg.

Yield was up from 2,95 g/t to 3,01 g/t.

The mines’s gold production was sold at an av-
erage price of R32 246 per kg, agamst B33 576 previously
— generating gold revenue of R230 milhon, against
R241 milhon 1n the September quarter

Uramumn revenue came in at R3,8 rmilion, taking Har-
mony’s total revenue to R233,6 million, agamst
R245,3 milhon

Low sales prices and lgher production costs has led
to the closmg of the mne’s remaming uranium plant,
Rand Mines has thus ceased to be a uramum producer

Harmony’s total costs dropped by R4, million, but,
because of lower tonnage, umit costs were shghtly up
from R9),24 to R91,25 per ton.

Harmony’s taxed profit was R220000, and capex
for the quarter was pruned from R9,4 million to
R6,8milhion Total expenditure for the the year is esti-
mated at R20 million,

Marginal producers Durban Roodepoort Deep and
ERPM remamed in the red Durban Deep’s loss, how-
ever, was reduced from R4 rmulhion to R364 060

ERPM remained beset by problems. However, there
was a much-needed improvement m grade from 3,35 g/t
to 3,56 g/t

ERPM's gold production was down from 2 204hg to
1799%g.

Total revenue for the mime for the quarter was
R76,8 million, agamnst R79,8 million previously The loss
for the quarter was R13,9 mailion ,

The group’s new Barbrook mine, which goes mto

production next year, spent R15,2 milljon in the De-
cember quarter — Sapa

——
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Rand Mines T ’7/

JOHANNESBURG — Rand
Mines gold producers showed
a 66% increase 1n after-tax
profits 1n the December quar-
ter — 1n spite of the seasonally
shorter milling cyele and v1rtu-
ally unchanged average gold
prices received, the Rand
Mines group said in 1ts quar-
terly statement yesterday

Total bottom-line profits, be-
fore capex, of the group’s four
major mines - Harmony, Bly-
vooruitzicht, Durban Roode-
poort Deep and ERPM — rose
from R12,5m 1n the September
1988 quarter to R20,7m the De-
cember quarter

The main reasons for the 1m-
provement were a 38% redue-
tion 1n the combined losses of
strugghing marginals Durban
Deep and ERPM and a R16,5m
drop in total capex from

R43,1m fo R266m — whlch
prompted a tax cut of 47%,
from R4,7m to R2,5m

In hine with the lower ton-
nage milled, group unit costs
rose by 13% from R105,39 a ton
to R119,33

Blyvooruitzicht came 1n with
a strong December quarter
performance, pushing up gold
production by 130 kg — 1n spite
of a 10 000 ton drop 1n tonnage
milled — and adding almost
R2m to 1ts after-tax profits

A shight drop 1n Blyvoor’s
average gold price received
was more than offset by the
higher gold production, and
gold revenue was thus up from
R80,7m to R814m

Blyvoor’s costs dropped from
R70,7m to R68m, leaving the
mine with a working profit of
R13,4m

Harmony’s production saw
tonnage down 73000 tons at
2/4m tons and gold production
just under 50 kg lower at
T127kg Yield was up from
2,95 g/t to 3,01 git

The mines’s gold production
was sold at an average price of
R32 246/kg against R33 576 pre-
viously — generating gold rev-
enue of R230m against R241m
in the September guarter

Uranium revenue came 1n at
R3,8m, taking Harmony’s total
revenue to R233,6m, against
R245,3m

Low sales prices and higher
production costs has led to the
closing of the mine’s remain-
1ng uranium plant

Rand Mines has thus ceased
to be a uranium producer

Harmony’'s total costs
dropped by R4,1m, but, be-

C .*o rofits up 66%

cause of lower tonnage, unit

costs were slhightly up from
R90,24 to R91,25 a ton

Harmony’s after-tax profit
was R229 000, and capex for
the quarter was pruned from .
R9,4m to R6.8m

Tntal expendlture for the the
year 1s estimated at R20m

Marginal producers Durban
Roodepoort Deep and ERPM
remained in the red

Durban Deep’s loss, how-
ever, was reduced from R4m to
R364 000

ERPM remained beset with
problems, however, there was
a much-needed 1mprovement
1n grade from 3,35 g/t to 3,56 g/t

ERPM's gold production was
down from 2 204 kg to 1 799 kg

Total revenue for the mine
for this quarter was R76.8m,

against R79,8m previously
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S\Ug{ 1gel gold mine cut 1ts post-capex
loss by 60% in the December quarter
after re-focusing 1ts objectives to ac-
\ commodate management’s bearigh
view on the gold price o

Although the mne 1s still 1n the réd
with an attributable loss of R149 000+
compared with R375 000 1n the Septem-
ber quarter — profit before capex de-
ductions was 187% higher at R356 000
(R124 000 previous quarter)

Chairman Les Holmes said yesterday
about 46 000 tons of ore passed through
Sub Nigel’s mills (56 000 tons) during the
quarter and the year-end target of
90 000 tons a month at an average 4g/t
was now within reach “We are trying
our very best to achieve that yield as
goon as possible” 7T -

This has meant
more selective min- «
ing using the up-
payshoot” method, "

‘the 1mitial results of ‘

which are reflected

n the lugher yield of :
| 3,33g/t (2,758/t) R
Total gold output

| was marginally CRELOS
lower at 153kg i )
[~(154,32kg) B. vt

| v “But we've man- ~ ® HOLMES®
aged to keep our costs stable despite the
lower tonnages,” saxd Holmes
Problems tn the reduction plant have
. been 1dentified after taking new advice
.and the plant should be back to normal
|# by the end of the current quarier “The
~ problems we exerienced 1In the last
' ‘quarter related to the new carbon-in-
' pulp section of the plant We found that
# ‘professional advice given 1o us relating
to the design of the circulating,load. of
( * carbon 'was inadequate ” sk o

P

He said gold’s weakness cug_fﬂ:'med
s behef that the price would; remin

| * weak for at least another 18 months and

meant “we took the right deciston when

| opting for mgher grades” .
However, Holmes' confidence 18 not -

shared by mnvestors The share closed at

#gallitime low of 80c yesterday

P
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WHILE SA industrial stocks should rise
broadly durmng the first quarter, analysts
say the outlook for gold stocks appears
unexciting and only a few low-cos e
are expected to show gams (.2};1)
Gold prices are expected to confinue
bumping along around their present lev-

expected to rise above $500 or fall below
$400 for 1989 as a whole
“Many people are disenchanted wit

self,” said Edey, Rogers & Co dramond
analyst John Rogers He pomted to the
metal’s failure to respond to the collapse
m world equity markets in late 1987, and,
more recently, to the shooting down of
two Libyan fighter jets by US warplanes.

In the first week of 1989, the JSE mndus-
trial mdex topped the 2 000-pownt level
for the first time since the 1987 world
stock market crash

In contrast, the all-gold index, well
above the 2 000 point-mark before the

P - - o
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els for many months yet and are notr

Z

gold It 1s a pale shadow of 1its formers

/

crash, has not come near to regamning
that level, having flecteated mainly
around 1207 and 1 400, with some forays
helow and above that range

Another analyst, who declined to he
named, says that with the gold price
relatively stable this year, loecal gold
shares will be more dependent on the
outlook for the rand

“It’s gomg to be a rand game,” he saxd

He anticipates the rand will weaken
enough this year — to around R2,56 to the
dollar compared with R2,3888 last week
— to push the rand price of gold up to
between R1 050 and R1 100, only shghtly
higher than 1ts current level of R989
While this would give the mines some
relief from their present profit-squeeze,
it would not be emough to compensate
them for higher workmg costs. Gold
mines therefore will generally see a
downturn in earnings this year, the ana- .
lyst says — AP-DJ
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RAND Mines’' gold producers
showed a 66% increase in taxed
profit in the December quarter —
In spite of the seasonally shorter
milling cycle and shghtly lower
average gold price received

Total bottom-line profits, before
capex, of the group’s four major mines
— Harmony, Blyvooruitzicht, Durban
Roodepoort Deep and ERPM — rose
from R12,5m 1n the September quarter
to R20,7m 1n the December quarter

The main reasons for the improve-
ment were a 38% re- gy

duction 1n the com- | el

bined losses of § __
struggling marginals M ' -
Durban Deep and ERPM, and a R16,5m
drop n total capex from R43,1m to
R26,6m ~ which led to a tax cut of 47%
to R2,5m (R4,7m)

Although all four producers showed
an mmprovement 1 yield in the Decem-
ber quarter, the shorter milling period
— 88 days agamnst 91 1n the previous
quarter — brought a drop 1n tonnage
milled from 4,5-miliion tons to 3,9-mil-
lion tons and group gold production was
thus 3,9% lower at 13 274kg

Group umt costs rose by 13% from
R105,39/ton to R119,33/ton

RAND -_I. Tons

gold producers

ralse tax

| REINIE BOOYSEN

An mmprovement
m yield at BLY-
VOORUITZICHT,
from 4,20g/t to §
40l1g/t, hifted gold .
production from -
2390kg to 2 520kg — ¥
in spre of a 10 000-
ton drop m tonnage
milled Taxed pro- )
gts rose GRlZm tg . i

122m Gold an - 3
platinum division ® KNOBBS
chairman Clive Knobbs said the upturn
1n grade came after dyke problems en-
countered in high-grade stopes in the
September quarter were rectified
More intensive mming of the higher-
grade shaft pillar was also a factor

HARMONY’s tonnage milled
droppc 73 000 tons to 2,4-million tons,
and woid production was nearly 50kg
lower at 7127kg Yield rose from
2,95g/t to 3,01g/t

Marginal producers DURBAN
ROODEFOORT DEEP and ERPLI re-
mained 1n the red and were causing
great concern at current lower gold

T™

ed profits 66% \

price levels, Knobbs said “It1s a WOITY-
Ing picture and, if it continues, we will
have to thoroughly re-examine the
whole mining plan at both mines”

The cutback 1n underground mining
operations and the decision to treat sur-
face material helped reduce the loss for

the quarter at Durban Deep from R4m
to R364 000 Grade rose shghtly from
2,98g/t to 3,05g/t

Gold hedging

Durban Deep has hedged just under
600kg of 1ts production for the next two
quarters at a price range from R35 259
to R36 839

The mamn reasons for the improve-
ment 1n grade at ERPM — from 3,35g/t
to 3,56¢/t — were an increase in produc-
tion from the new Far East Vertical
shaft area, the curtallment of produe-
tion from the lower grade areas in the
older part of the mine, and the resolu-
tion of the metallurgical extraction
problems of the previcus quarter

Gold hedging by ERPM — which has
now ceased — enabled an increase 1n
the average gold price received, from

R32 937 to R36 536

Costs Costs
Gold per ton |per kg gold

Price Net after after

Profit

* exclucles sand treatment

e

MINES milled Yield produced | milled | produced | received profit capex capex
December Quarter 000s g/ton kg R R R/kg R0O00s RO00s
[ Harmony - 1 2363 | 301 | 7127 01 | 30255 {32246 | 22050 | 15241 57
. .| September | 2435 295 | 7175 90 | 30624 [33576 | 25122 | 15694 58
i~ | ERPM » . 505%| 356%| 1799%| 163* 45866+ |36536** (13868)| (26825)|  (161)
«  September 657*| 335%| 2204%| 144%| 43012* |32937 | (18919)| (44950)| (264)
Durban Deep . . 500% | 305%| 1524 102 | 33458* | 33014 (364) | (3882)| (167)
September 502* | 298+*| 1764%| 106*] 35682* |32277 4046) | (5841)| (251) |
| Blyvooruitzicht 550 | 451 | 2520 121 | 26983 |32203 | 12182 | 9588 40
September 569 420 | 2390 124 | 29563 |33781 | 10342 | 3533 15

** due to closing out of gold hedging transactions

e .




JCI gives go-ahead for Doornkop shaf“t@

JOHANNESBURG Consolidated Invest- 5™ EINIE BODYSEN
ments (JCI) has given the go-ahead t'u:mr“':t‘,“_?~ R
{ | the construction of a second shaft at~ Reef, which 15 currently the target of
R0O,47 | | Randfontein Estates’ Doornkop section < i:.-Dpera}fn:nnmlfI atSIt]h? 200 000t/ month
to explore and exploit the gold-bearing oornkop No 1 Shaft

TODAY’S PRIZE: R1 600 | South Leader Reef They estimate that 1t will be at least
(50% bonus for home subscribers) | JCI director Bill Nairn says the shaft Q SI1X dyears belfgre ths slllaftd E{Emes mtclr
— { | will have a capacity of 90000 tons a production Nairn declhined to revea

HOW TO PLAY Page 19 month, and will reach a depth of l:;e-wl JCI's estimate as to the total capitai
h"i'f'r To subscribe @ (011) 492-3420 Cape | | tween 2 000m and 2 500m expenditure mvolved “We don’t want to
=" Town (021)51-0003 Durban (031) 306-6323 Analysts say the South Leader Reef put our heads on a block at this stage ”
has higher vaiues than the Kimberley ® See Page 10
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Western Areas — declined by 35,6% m \.w\ P _ _ ﬁ w.Q_

the December quarter, following a rise [1Increased costs of waste develop- grade areas which were previously 1n- ahstic grade for Western Areas,” said  mcreased stoping operations

1n costs and a decline 1n the gold price ment resulting from the unexpected accessible Nairn He added that he expected the “Reef development was not as high as
The average cost/kg of gold produced  faults at Doornkop Ore sourced from the VCR 1s to be R38m capex target to be achieved last quarter as we had to concentrate on
rose by 6,3% to R27 741/kg (previous Nairn attributed the small decline 1n stepped up to 70 000 tons/month from HJ Joel director Con Fauconnier our first access ramp nto the stopes.”
quarter R26101), while the averagé  underground ore (from 1812-mullion  the current 35 000 tons/month said the improved grade at the mne, The mme was getting 1nto the thicker
price recerved for a kilogram of gold  tons to 1,779-mullion tons) to the water I stall think 3,68/t to 3,7g/t 18 a very from 1,6g/t to 2,8g/t, resulted from the  reef areas as expected, he said
declined to R32064 i the December  intersection in the Doornkop shaft “So

quarter, from R33 669 1n the September  far 160 000 tons have been lost as a
quarter (this includes revenue from sil- result of this meident,” he saud

'Ilili

JCI Costs Costs Profit EPS
aﬁmm.mwmﬂﬂ nhmwmﬂw_mm and osmuridum for Sales of uranium from stock will con- GOLD | Tons Gold per ton |per kg gold| Price Net after after
With the group’s average grade de- tinue until June 1989, say directors w___zmm milled Yield | produced | milled | produced | received profit capex capex
clining from 336g/t to 3,268/%, gold pro- _ Nairn said the reduction 1 grade at ecember Quarter ke R R R/kg | RO00s | ROOOs | cents
 duction dropped to 10 075kg (10233kg) ~ WESTERN AREAS, from 382g/t to Randfontein . . 2108 330| 6956 80| 24300 |32081* | 55098 | (11023)| (180,3)
| — 1n spite of a rise n tons milled from 3,38g/t, was caused by stress problems '
3 042 to 3088 which precluded entry intoa high-grade | September . 2078 3.2b 6754 16 23368 |33621*% 71 830 50 025 8183
area Management was-aimng to tack- - -
n,cwwwmw_mcwwwﬁuwwﬁm,mwﬂ% ﬁmmmhmmuﬁm% le ﬁwmfmumnmnwnwgmaiw on’ ﬁﬂm fronts | Western Aréas... .- — _w 8 30 3112 113). 35414 |32025%7) (2092)( (12797) B1.7) |,
versely affected by three factors O muwﬁ H%mmmm the umnmmaam%-oﬁ. September 964 3,61 3479 113| 31406 {33761%] 10511 4137 10,26
h _. tact Ree to a greater extent, and . - e ™ : : —
T e s mpon: swcharge, (8 Resl VC 0 B ORI, ot et s o sl o e (A S
plant, and ) will factlitate entry mto, known high- L ———— — e . — —
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Anglovaal mines suffer lower sm;owaw ri Qmw receiveds:
PROFITS were down 1n the December _ll%.izm ln_ revenue, the workig profit'declined t rofits higher at mﬁqﬂ (R11,5m)

quarter at all four Anglovaal gold R6,1m (R11,1m) Sands treated at VILLAGE 1ncreased
mines because of lower gold prices re- unchanged gold production Iincreased to to 203 400 (195 700) tons with a yield of
celved 2 147 kg (2 117 kg) At ET CONS a drop i productionand 79 (0,68) g/t Despite the higher ton-

Total taxed profit was 7% lower at The mcreased mill throughput result- decline in gold prices received hit work- nage, working profit was lower at R1m

R82,6m (R88,8m in September) This ed 1n a drop in unit costs With lower Ing profits However, a drop in tax put (R1,5m)
total was made up by Hartebeestfontein

R61,3m (R67,2m), Loraine R7,6m ANGLOVAAL Costs Costs Profit
(R9,3m), ET Cons R12,7m (R 11,5m) and GOLD Tons Gold per ton |per kg gold |- Price Net after after
Village Man R1,1m (R827 000) MINES milled Yield | produced | milled | produced | received profit capex capex
At HARTIES, mull throughput 1n the December Quarter 000s g/ton kg R R R/kg | R000s | ROOOs
main plant was shightly higher, but with IR S
a small decrease 1n mumnw_ mcw_“__ﬂ _uv_.ca_._n- Harties... ... . \ 1190 6,74 8024 108,4 16 083
tion was lower at 7 399kg (7 456kg
_H.:Hm. combined with decreased rand mm—:m—ﬂ_um—. " I | 1179 6,83 8054 98,5 16 023 51,9
gold ﬁﬂn_wm wmmcwﬁwa _m_.wm E%uwmm: VE | Loraine ......... .. _ 421 5,10 2147 152 29728 32 569 7 559 2911 17,8
total working profit to m m
The mine’s low-grade gold plant o September, ‘ _ 414 | 5,10 2117 15% 30 289 35 555 9265 (1597) (9,7)
E.mwmm ﬁmccﬂm uﬂmmﬂmm_mmnmmwwmnn gold | Vittage Mam .. . 203 0,70 142 17 24627 | 31908 1143 339 5,5
production rose by 27kg to g
a loss of Rm (Ra.5mprofit) ; | ET Cons C e 91 9,8 892| 140 14316,| 33871 12651 4043 93,7
's tonnage muilled rose = 7 , :
margunally and with the average grade September + .. . - 92 10,2 940; 139 | »13607i| 34174 11510 “5104 | 1182
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Base metals rescue ST

Do 1l

GFSA interim results

HEALTHY performances by Gold
Flelds of SA s (GFSA) base metal
interests rescued 1ts interim results
for the six months to December
1988, after 1t appeared as if the
decliming gold price could sully the
house’s progress.

Earnmngs rose from 16ic a share to
184c, and a dividend of 70c a share has
been declared {65c last year) Dividend
cover rose from 2,5 times to 2,6 times

The 13,2% rise 1n income from mvest-
ments, to R158,5m, for the six months
(from R140m 1n the previous compar-
able-period) 1s largely attributable to
happy rises 1n dividend distribution by
the three large GFSA base-metal
interests Black Mountamn, O’okiep and
Gold Fields Namihia

Black Mountain’s distribution rose
from 80c/share 1n the year to December
1987, to 110c/share 1 the year to De-
cember 1988, O’okiep’s distribution rose

s

| REINIE BOOYSEN |

Share price daly clase{cents)
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from 20c/share n the year to December
1988, and Gold Fields Namibia’s total
distribution rese from R4m to R19,1m

GFSA deputy chairman Colin Fenton
yesterday attributed the improved per-
formances to higher base-metal prices
on international markets

All GFSA gold mines maintained
their dividends, with one exception
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Deelkraal, which managed to raise 1ts
interim dwuiend from 25¢ to 30c

Financial director Bernard van
Rooyen said GFSA’s base-metal
interests accounted for about 20% of
income from 1nvestments, with gold
and other interests taking up the rest

With income from fees, Iinterest and
other sources of R73,9m, tutal revenue
was R232,4m After deductmg expendi-
ture of R66m, and tax of R8,6m, taxed
profit comes to R157,8m

Minority sharehnlders interest
comes to R500 000, and a preferencei

divaidend payment of R6,5m was made
leaving R150,0m attributable to ordi-
nary shares

Van Rooyen said the R202,6m rise in
the balance-sheet value of mvestments
from R9283m at June 30 1988, to
R1 130,9m at December 30 1988, 13 at-|
tributable to GFSA increasing its -
vestment 1n Northam Platinum fﬂllﬂw-\

ing last year’s rights issue
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JCI wants better:

rand éﬂd pric

By Derek Tommey

Gold muning executives are look-
ing to the Government to stop the
rand gold price fallng any more
— possibly by a further devalua-
tion of the rand

The fall in gold and rising mnfla-
tion 1s squeezing gold mining
earnings — and threatemng to
make several margimnals unprofit-
ahle

The executives’ concern has
been highlighted by the lower
profits earned by many mines in
the December quarter
. .All six JCI and Anglovaal gold
mines reporting yesterday had
lower profits

Executives fear pressure on
profits 1s likely to continue

One factor hurting mines has
been the 10 percent drop in the
rand gold price in the past six
months from R1070 an ounce to
R969 This followed the drop In
the dollar gold price and the mod-
est recovery In the rand aganst
the dollar

At the same time, rising prices,
partly the result of the import
surcharge, has been Increasing
mining costs

Mr Bill Nairn, a director of
Randfontein Estates, said last
night cost inflation at the mine
was running well ahead of the of-
ficial 125 percent.

Financial year

However, he expected the mine
to contain costs at below 20 per-
cent mn the present financial year

In this situation the lower gold
price 1s affecting profits

Although Randfontein in-
creased hoth tonnage milled and
grade 1n the December quarter —
two factors which should have
boosted profits - earmings from
gold mining dropped 21,8 percent
to R54,1 million from R69,3 mil-
Lion in the September quarter

Taxed profit was down 23,3 per-
cent to R551 milhon After pro-
viding for capital expenditure of
R66,1 miihon, the mine had a cash
deficit of R11,0 milhon, egual to a
deficit of 180,3¢c a share

Mr Nairn said he did not know

how the Government could allow
the rand gold price to fall further

However, Randfontein was
fighting back It had been decided
to go ahead with a second shaft at
Doornkop to open up the South
Reef, estimated to contamn 28 ml-
lion tons of ore with a recovery
grade of 6,5 grams a ton

It would be a low-cost shaft and
built 1n stages Further details
would be released later, he said

Mr Natrn said 1t was not in-
tended to use the ore from the
shaft to mcrease production, but
to mamtam Randfontemn’s viabih-
ty

Western Areas, hard hif by th
lower gold price and by faﬂm
grade, saw 1ts profit of Rlﬂ'?rml
lion 1n the September quarter turn
into a loss of R2,09 million

Twin haulage

Grade unexpectedly dropped
from 3,61 g/tto 3,18 g/t But grade
should start improving this quar-
ter

The twin haulage into the South
Deep project was progressing
well and had advanced about 700
metres, which was about 20 per-
cent of the total distance

Mr Nairn reported that West-
ern Areas had raised R100 million
by 1ssuing 14 percent preference
shares The money could be used
to finance Western Area’s particl-
pation in South Deep

At Joel, development values
are starting to mmprove and the
411 metres sampled gave 19,6
grams over SUcm, equal to 588cin-
g/t aganst 534em-g/t 1n Septem-
ber

A Joel director, Dr CJ Fau-
connter, sald that as development
moved into the deeper areas, the
reef was thickemng and hgher
gold values were expected

The mine concentrated on con-
structing the main access road-
way mn the quarter and the ton-
nage stoped rose from 10758 tons
to 23 609 tons Development would
be stepped up this quarter

The mine milled 46000 tons,
giving 2,6 g/t The miling rate
would be substantially hagher this
quarter, said Dr Fauconmer
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By Neil Behrmann
LONDON — The odds are
against Minorco mounting an-
other bid for Consolidated Gold
Flelds if the UK Monopolies and
Mergers Commission (MMC)
rules agamst 1t when 1t reports
1ts decision on January 23

The Minorco camp 1s still op-
timistic that they will win the
day despite the Commission wi-
dening 1ts probe mto the conse-
quences of the proposed take-
over and the world-wide lobby-
Ing by Consgold

The MAMIC, of course, could
surprise the markets but on the
public relations front, Cengold
has easily outflanked its rival

i The Consgold team has been
continually 1ssuing statements
and keeping journalists in-
formed The vast majority of ar-
ticles have been in the com-
pany’s favour

! This adverse publicity on
Minorco 1s aimed at swaying
shareholders, public opimon and
the MMC

g Considering Anglo Ameriean
and De Beers’ own efforts to im-
prove conditions and prospects
fpr miners and senlor black em-

ployees, the public relations re-
sponse has been pathetic, partic-
ularly since Gold Fields of South
Africa 1s hardly the most hiberal
mining house

In the end the MMC cannot
merely decide on Minorco’s
claims that it will boost Cons-
gold commercially It cannot 1g-
nore political factors

In the end 1t must decide
whether a company effectively
controlled by South African
commercial interests will have
an adverse 1npact on Consgold’s
businesses

Absurd grounds

When the investigation was
originally announced, the UK
Department of Trade and Indus-
try said that it was concerned
about possible effects on the
markets of titanium and zircon’

Analysts said that the referral
of the bid to the MMC on these
grounds was absurd The min-
erals are produced 1n abundance
around the world

If the investigation was kept
to these obscure 1tems, Minorco
probably would have won the
battle

Yet the MMC has decided to
broaden the investigation and n
recent days both Minorco and
Consgold have been called upon
to present further evidence

The total inquiry covers 29
areas including potential mo-
nopolistic activities i interna-
tional gold and platinum mar-

kets

The MMC 1s also taking Min-
orco’s South African links
seriously It 1s probing whether
Miorco can act independently
of 1ts major shareholders, Anglo
American and De Beers

Alongside the 1nvestigation,
the Department of Trade and
Industry has intensfied 1ts probe
into wmsider trading related to
Consgold

Whichever way the Monopo-
hes Comnussion rules on Minor-
co’s bid for ConsGold, few 1n the
City expect Minorco to sell its
near 30 percent stake in the
group

Instead, reports Hugh Sharpe
of the Evemng Standard, “the
Oppenheimer empire, which
controls the holding, 1s expected
to re-shuffle its giant corporate
pack and return with a more

Oppenheimer strategy .
e PR

‘acceptable’ suitor ”

t o]

He adds that most people ﬁﬁf

lieve that politics 1s the onl

real objection to the preséjﬂ’f_
Ll

proposal

&

“The strategy at Oppenhermer
will be to distance the bid wehi-

! $
¥

cle 1t uses next time aroun far |

enough from the South African

laager to make rejection of its
next suit more difficult i

Brokers Kleinwort Grieve- |
son believe there are stirrings.n |,

the Oppenheimer camp indieat-
ing that 1ts De Beers diamgnd
arm 1s considering splitting in
two and re-locating one arm
overseas

That could be a De Beers
trading company 1n Switzerldnd
which would then seek a sepa-
rate European quote 3t

“This bustness would be e-
sponsible for the giant De Beers
diamond-dealing operationin

London With a much lower con- |

tent of South African ownership
than wn the case of Minorco, 1t
would be much harder to refyse

1ts suit if this company were to
bhid for ConsGolg”

e
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R77-m for:
| expansion

‘okiep
Q&y Tom Hood
APE TOWN — A
R77 milhon expansion l1s
| to go ahead at O’okiep
Copper’s mine 1n the
Northern Cape
Development work, 1n-
cluding shaft sinking,
could take about two
years and the Project
was expected to provide
some additional employ-
ment, said a Gold Fields
spokesman yesterday
The rate of expansion
would depend on the cop:

—

per price but the direc-
{ors believe the project |
1s viable at present price
levels, he added

The cost of the Klein
Nigramoep project — es-
timated 1n June 1988
money terms — will be
financed from the com-
pany’s OwWn resources.

The project’s ore re-
serves are put at of
5,3 million tons at 2,35
percent copper

The company had an
unspent capex balance of
more than R60 million at

December 31 :

i
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Anglovaal yesterday reported
lower profits on all four of its
mines because of lower gold
prices in the December quarter

Total taxed profit was seven
per cent lower at R82,636 mil-
lion (September 1988 quarter
R88,771 mllion)

Hartebeestfontemn’s profit was
R61.283 milhon (R67,159 rmllion),
Lorame's R7,559 million (R9, 266
mitlion), ETC’s R12,651 million
(R11,519 rllion), Village’s R1,143
miihon (R827 000)

Harties' low-grade gold plant
operated above rated capacity,
mlling 391 000 tons (385 000 tons)
tons of ore But, because of a
lower gold price and an mcrease
in costs, working profit was
down

Small rises in grade were seen

| at Harties’ low-grade gold plant

and at Village Main Average

value was unchanged at Loraine,

but grades dropped at Harties’

main rmll and at ETC

. The mines are shill hedging

forward part of their production
Ore mulled by the copper/zinc

f'r producer, Prieska, declined to
344 000 (346 000) tons

profits at Angl

Despatches of zinc rose, while
those of copper were lower After
providing R978 000 (R876 000) for
rehabilitation costs, there was an
operating loss of R411 000 (R9,938
muthion profit) and a taxed loss of
R201 000 (R3,819 milhon profit)

At Harties, mill throughput in
the main plant was a little higher
at ‘799 000 (794 000) tons but, with
a shight decrease m grade at 9,3
g/t (9,4), gold production was re-
duced to 7 399 kg (7 456}

This, combined with lower
rand gold prices received,
lowered unit revenue to R310,90
(R330,37) a ton and caused umt
profit to drop to R156,70
(R184,10) Consequently, there
was a 14 percent decrease In
total working profit to R125,202
mullicn (R146,178 milhon

At Loramme, milled tonnage
rose to 421 000 (414 000) tons The
average grade was unchanged at
5,1 g/t, leading to gold production
of 2147 kg (2117)

The increased mitl throughput,
together with a drop in unit costs
of R3,27 to R151,61 a ton, was 1n-
sufficient to offset lower umt rev-
enze of R166,09 (R181,81) a ton

i—

ek —

lF Ghe Star ———— =

hence—:

pricecuts into
\ g .
&;i{c?al mines

This led to a lower unt profit of
R14,48 (R26,93) a ton and a total
workimng profit of R6,099 mullion

(R11,149 mllion)

ETC reported that ore mu]led
declined to 91400 (92 200) tons
Grade was 9,8 g/t {10,2), leading
to reduced gold production of 892
kg (940)

Unit costs stood at R139,72
(R138,73) a ton and, together with
lower rand gold prices received,
brought about a drop in unyt prof-
1t to R190,84 (R209,60) a ton and a
total working profit of R17,443
mithon (R19,333 million)

Pre-tax profit was R16,071 mil-
lion {R19,524 rmllion)

This, combined with higher
capital expenditure cut tax habil-
ity to R3,420 rmllion (R8,005 mul-
lion), leaving taxed profit of
R12,651 mithon (R11,519 milhon)

Village Main Reef reported
sands treated increased to 203 400

(195 700) tons, with a yield of 0,70 |

gt (0,68) Desmte higher {onnage,
lower unit revenue received
caused a drop of R2,47 1n umt
profit to R5,09 a ton Total work-
ing profit was R1,034 million
(R1,479 million) Sapa
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GFSA’s attributable prof-
it for the six months to

December, announced
'yesterdy, was R150,8
(roilllion (R145,3 milhon})

cEarnings per share
weére 184c (161c) and the
dividend 70c {65¢) *

;The dividend was C0%
vered 2,6 times t

Tncome from v éss!
fents was R158,5 millicn’ ‘
(R140 milhion)

Income from fees, 1N~
terest and other sources
was R73,9 million, mak-
ing a total of R232,4 mil-
lion

Pre-tax profit was
R166,4 million (R144 mil-
lion). Tax ahsorbed R8.6
milhon

The board said yesier- |
day that if earnings from |
1ts mnes did not differ
significantly from the
first half, earnings for the
full year should show an
mmcrease on the 1988 fig-
ure — dapa




Buffeted by sanctions and a weaker gold price,
South Africa faces another jolt as bullion slips
towards the psychological $400 an ounce mark

“Gold 1s s0 important for this country We're
always anxious about the gold price level, espe-
clally when 1t approaches $400 It has Very seri-
ous consequences,” said Mr Edward Osborn,
chief economist of Nedbank, the country’s third
biggest bank

Gold accounts for some 45 percent of export earn-
Ings and economists say a sustamned $10 price drop in
the bullion price costs about $200 rmllion a year 1n
lost revenue

The metal was trading at about $402 an ounce n
Europe yesterday compared with almost $500 a year
ago

“The trouble with the gold price is that 1t’s not
something that's amenable to easy prediction and
certainly not something the South African author-
ties can control,” said Mr Ronnie Bethiehem, chief
economist at Johannesburg Consolidated Investment
Co “It’s the joker in the pack *

The South African Reserve Bank never reveals
what gold price 1t has budgeted for m setting mone-
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Gold bullion .

analysts say if gold stays at current levels or drop

=

$ agamn, the rand will weaken and

the balance of payments surplus will shrink as gold exports bring in fewer dollars.

tary policy, but 1t 1s understood to take a conserva-
tive view

Bullion analysts say if gold stays at current levels
Or drops again, the rand will weaken and the balance
of payments surplus will shrink as gold exports
bring 1n fewer dollars

South Africa needs to generate a surpius on its
balance of payments — a rough measure of trade in

goods and services — to make
estimated $22 billion foreign debt

It has had only one new foreign loan since Interna-
lional banks cut cred:it lines 1 1985 amud anti-apart-
herd pressures

Mr Osborn said a dip 1n imports plus healthy ex-
ports 1n minerals other than gold had strengthened
the balance of payments position 1 recent moenths

repayments on its
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“Everything 1n the garden 1s rosy, except for th:
gold price,” he said “We're facing an enormou
crunch m 19%0-9!1 We've got to put money aside for
those two years ”

The Government and the Reserve Bank could alsc
be forced to take unpopular policy decisions to keeg
the economy on an even keel

“If the gold price continues to dechine or remains
50 low that 1t substantially affects South Afrieca’s ex-
port earmngs, we will have to take the ReCessary
policy decisions,” a semor Reserve Bank official
said

He did not rule out a further rise in interest rates
to shore up the rand and compensate for mcreased
State spending

The Reserve Bank steeply increased its discount
rates last year, prompting commercial banks to
raise their prime lending rates five times, from
12,5 percent to 18 percent

JCT's Mr Bethlehem questioned whether the Gov-
ernment would let interest rates rise further in a
year which could see a general election

“The economte situation could provoke an early
election,” he said “In South Africa, rather more than
anywhere else, economics have to be traded off
against political considerations ” — Reuter



; - . bout  face dumps in the December quarter
REINIE BOOYSEN | 12,59, onal inflation rate of 2 &S opposed to 132000 tons during the
This sharpeneg awareness of costsin ~~ September quarter
be 1 line for g sSimilar “scale ot gper- terms of actyg] gold production has leg He said the Margaret Shaft would be

tions feasibilty study” A declme 1n to a drive for befter grades, even atthe  fully rehabihtateq by the middle of
grade, from 3,4g/t to 3.2g/t, coupled €Xpense of tonnage milled, says  next year

decline 1p tonnage milled to Gilbertson A tertiary shaft 1nte the degper re-
309 GO0 tons (318 600 tons), resulted 1 g Thus the group’s aggregate tonnage  S€rves of BUFFELSF ONTEIN's Lucas
10% decline ip gold production, o milled dropped by 8% sice the De-  Block was being evaluated, for which
975kg (1 087kg) Coy cember 1987 quarter — with a conse-  R17m had been earmarked, said Van

“The grade g ex- Rensburg He added that the shaft

sibility study 1nto the mine’s future pected to continye op 4 from 4,58/t to 4 721 This goes agamnst  could go as deep as 4 100m

The options whch are bemng consid-  downwarg trend, the mdhsﬁry treﬁdgnf stead:gly dec%mmg The improvement grade, from
ered include the closure of under-  which wjj Hecessarily el 1 ¢ grades B,Bdg/ tttﬂ 6,1g/ i was attr&?ﬁtahle to the
ground operations “The mine canpot reduce profitg ” said - MARIEVALE _ which Van  reduction n s Oping widths
1un 100 many quarters at g R24m  Van Renshurg Gencor Group Rensburg describes s “another tight Gary Maude, Gencor MD of Oper-
loss,” said Gencor executive director Gold and wrapum division head operation” — also suffere g declinein  ations on the OI_?S and Evander gold
Brian Gilbertsop yesterday Gilbertson says pe has set his three grade, from 2,7g/t to 2.2g/t, as aresylt  MInes, said ST HELENA was getting

What 15 definite s that the scale of  semgr Managers the ohjective of m-  of mulling low grade material from  back to where it ought to be “It is most
Operations wjlj he reduced, and the Proving their costs I terms of actoal clean-up operations UHIII{EIY that grade will dr 0p below

0ine 1s it the process of retrenchinga  gold production, rather thap tonnage Van Rensburg said the decline i 98/1,” said Mande
lumber of employees,” said J Ohanvan  mulled _ working costs at STILFON TEIN, from He said UNISEL was str ving to
Rensburg, MD of Gencor’s Westerp The group’s average working R26 322/kg to R24 902kg, was attribut-  Maintain a good 1. "
Transvaal and East Rang jherations - cost/ke of gold produceq rose b 9.1%  able to the fact that 162000 tons of balance between
He also said GROOTVLEy maysoon  since December 1987 “gast the car- o e material was milled from sur.  the Basal apd
Leader Reefs This ,
——— Situation would pe - %
GENCOR Costs Costs Profit EPS improved by the N 3 ;
GOLD Tons Gold PEF ton (per kg gold Price Net after after New nchne shaft » PR
MINES miiled Vield | produged milled | produced réceived | profit capex capex which was due {o S R
December Quarter 1 000s g/ton 18 kg R R R/kg R0O00s RODQs cents start producmg in o
Buffelsfontern 584 68 3957 173| 25561 | 32078 22083 16 341 149 Jlﬁr, ;ﬂﬂtﬁm’;ha'a,hg ?
September 638 6,1 3916 162 26 423 33560 | 21874 14021 127 %3531 reef also ran = ___
| Beatrix 540 60| 3240 0] 18347 | 32232 18403 T 15 540 — further to the south @ GILBERTSON
than Previously envisageqd
September , 530 6,0 3180 11] 18418 33686 19 613 14 186 — Maude Said there Was no need for
Stitfontern 335 36| 1217 89| 24502 | 32025 3035 5 394 1 paoern that the miming methog
: pianned for WINKELHAAK's new No g
September , | . 320 3,7 1169 96( 2632 33675 4953 5163 40 Shaft would not be optimum N vView of —
West Rand Cons 456 2,0 894 73| 37094 | 32433 (2446) | (2 030) (48) the unexpected faulting
He said nanagement was glsg ex-
September ‘ 447 2,1 960 70 32 460 33468 10980 954 22 ammmg the pusglb]llty of termmatmg
Kinross 518 57| 2950 6] 18609 | 323711 13608 13618 76 the swnking of the No 6 Shaft at the No
15 level This wonld have the effect of
SEPTEH’IIJEI' ‘ 515 5,7 2934 108 18936 33 702 2] 482 16 046 89 brmglng the shaft mto proeduction 18
Bracken 199 3,0 587 93| 31540 | 32229] 1202 1224 9 mOnths earlier, in the second quarter
of 1990, as Opposed to early 1999 He
September 197 30 285 93 31154 33853 1572 1176 8 said such a move would lMmprove the
Leslie 341 2,4 823 70] 29202 | 31063 2237 2027 13 mine’s cash-flow situatiop
LESLIE an RACKEN are both 1n
SEptemher 340 2,4 809 70 29 313 33684 3 466 2 300 14 the process of retrenghlng Empluyeeg
St Helena . 525 50! 2625 136) 27128 | 32123 1512 7 827 81 B}; the iﬂd ﬂftg‘ Ebrual‘}ntl 5‘;“ and 7?.3
retrenchm n respec Wou
September . 520 5.0 2600 133) 26557 | 33613] 12093 7 931 82 have ?aken i-,;ace, S?fd nf:fdg
Unisel .o 275 5,8 1603 102] 17551 | 32475 11 405 8141 29 Thﬁt managtemerit bil:rf htheie hm'ltnes
September .- 275 52 1440 100 19167 | 33 232 | 10209 7810 28 I‘LE;ES Jﬁfﬁ p:nvexﬁea np:tslm:lvmlzradzgi
Winkelhaak . 505 56| 2840 13| 20032 | 32245] 24388 | g 684 80 “Bracken’s 1 val Is very {?Ependant
|, September o 2] ¢ 57] 3022]  112] Tisere 33741 | 33468 | 11768 97 L thronghpur g ﬁ;‘;ﬂf_ l
Grootvie * 309 3,2 975 91) 28839 | 32263 3 331 2 484 22 ed tuthdeelme to about 130 000 tons. |
mon
September 318 34 1087 8| 28546 | 33524| 34m2 3406 30 The retrenchments at thege mines

Marievale 86 2,2 151 ©7) 30257 | 31983 499 499 1 would result in a reduction of between
September » 78] 27 208 82) 308y | 33567 72 633 1] fﬂifsﬂfiga;}dguﬂzpﬂi%ug‘edtggld‘ﬁ;ﬁhneg —
A —~ ~ )
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to retrench

By Derek Tommey

Three gold mines 1in the Gencor stable
— West Rand Cons, Leslie and Bracken
— are retrenching staff In the next few
weeks they will have laid off several
thousand workers

This 1s one of the results of the dras-
tic reorganisation taking place at sev-
eral of Gencor’s 13 gold mines to ensure
they all remamn profitable at the current
low gold price

As part of the strategy of mamtam-
Ing earmngs, Buffelsfontein 15 consider-
Ing sinking a tertitary shaft expected to
cost R500 million Winkelhaak 1s consid-
ering stopping its new No 6 Shaft at 15
level, which will enable production to
begin 18 months earlier than planned

The strategy 1s aimed at cutting the
cost of producing a kilogram of gold,
even if this leads to a lower tonnage
mulled and a reduction m output, Mr BP
Gilbertson, executive director, minmg,
said at a press conference last mght.

The industry could not hive on hope of
a higher gold price, he said

Mr JC Janse van Rensburg, MD of the
East Rand and West Rand mines, satd he

did not beheve the mines could expect
any state assistance

Mr G Maude, MD of Gencor's Free
State and Evander nunes, said it was un-
likely that the Government would let the
rand shide to help the industry

He believed it was not warranted The
amount of gold being produced unprofit-
ably at the present gold price was small

The outlook for the ndustry was not
all gleom and doom Tle majonty of
rames i the ndustry were still profit-
able Many had costs of less than R20 000
an ounce The current gold price was
R32 000 a kilogram

More serious were the social problems
arising from retrenchment at a few
mines

The entire industry was suffering from
low revenue a kilo and could not do any-
thing about 1t The industry would be
Judged on its cost a kilo

Rate of inflation

In 1988 Gencor expected to keep the
increase In mimng costs down to 105
percent, event if the overall rate of m-
flation turned out to be 15 percent.

Salient features of the operations of

Gencor's mines it the December quar-
ter were

® Buffelsfonteln — An increase 1n grade
from 6,1 g/t to 68 g/t and a drop 1n
working costs from R26 426 to R25561 a
kilo heiped increase pre-taxed income
from R298milhon to R33.3million
Taxed profit was R221 million
(R21,9 milhon)

@ Stiifontemn — Results exceeded expec-
tations Although the grade was shghtly
lower, working income rose from
R8,6 milhion to R9,2 million, helped by a
dechne i working costs from R26 322 to
R24502 a kilogram As a result of the
mine’s improved performance the nsur-
ance clamm following the elaim at the

Margaret shaft was reduced by R2,8 mu)-
hon
® West Rand Cons — The mine 15 ex-
tremely sensitive to changes in the gold
price and the drop in revenue from
R33468 to R32433 a kilogram helped
convert the September quarter profit of
R1,44 mllon into a loss of R2,45 mullion
A feasibility study to determne wheth-
er underground operations can be su-
tamed at a lower level at the present
gold price should be completed in the
next two weehs
® Grootvler — Pre-tax income dropped
from R63mllion to R4,1 millon and
taxed 1ncome from R3,44mlhon to
R3,33 million owing to the drop 1in mulling
grade The grade 1s expected to fall fur-
ther and the scale of operations may
have to be reduced
® Marievale — Working income declined
to R383 000 (September R576 000) owing
to a drop 1n grade

New track record

® 5t Helena — Grade was maintamned
at & g/t and could mmprove further The

rmine was establishing a new track rec-
ord However, a drop of R1500 a kilo-

gram in lhe gold price resulted mn s
working income  dechmng  from
R18,3 oullion to R13,3 million and taxed
income from R19,6 million to R16,9 mul-
lion

® Unisel — Milling wield rose from 5,2
grams {o 5,8 grams The grade should be
maintained as mcreased tonnages from
the Basal reef would be milled in coming

»
**months Pre-{ax income ws R2..9 million

(R213mulon) and taxed
R11,4 rmthion (R10,2 million)
® Winkelhaak — An increase in work
mg cosls and a small drop in the mll-
ing grade caused pre-tax mcome to drop
to R37,7 millions {R46,2 mullion) and taxed
income o R24.4 mllion (R33,5 rlhon)

Fears have been allayed that the fault-
ing at the new No 6 Shaft would lead to 2
sertous dilution of the ore, or that it
would not be able to be worked with cur-
rent methods

The shaft has reached 14 level and
may be halted at 15 level, instead of
being sunk to 18 level, as planned This
would enable it to be brought mto pro-
duction 1n April next year, 18 months
earler than planned
® Kinross — Taxed earmngs dropped to
1R18 6 mulhion (R21,5 mullion), even though
cosls were reduced
® Leslie — Profit was down to R2,5 mil-
Lion (R3,5 mlhon) To marmntaimn profitahl-
ity, output was bewng reduced and 1t
would be necessary to reduce the labour
force by 1 500 to 3 100

Payment of retrenchment benefits
would atfect first-quarter profits
® Bracken - Taxed income was R1,4 mil-
hon {(R16million) From 700 to 2800
workers were expected to be retrenched
Payments would affect profits this quar-
ter
® Oryx Mine — Good progress was bemg

made tn opening the mine and costs
were within budget

mcome
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JOHANNESBURG — Total available
profit for the Transvaal gold mines
admimstered by Anglo American Cor-
poration (AAC), Vaal Reefs, Western
Deep Levels and Elandsrand, 1n-
creased in the December quarter by
R22.8m to R176,9m 1in spite of a 4%
drop 1n the gold price received of
R32 089/kg

Although each company’s perform-
ance varies and Vaal Reefs was the
best performer, the overall 1mproved
results are a consequence of a slightly
higher gold production at 34 036 kg
and lower total working costs

Area mined and tons milled were
both slightly lower than the previous
quarter but average grade increased
by 2% to 6,81 g/t.

Unit working costs remained almost
unchanged at R113,78 a ton milled or
905, lower at R16 723/Kg produced

At Vaal Reefs available profit for
the s1x months to December 1988
amounted to R214,9m and a final divi-
dend of R209,3m (R180,5m — 6 months
to December 1987) was declared —
equivalent to 1100c 2 share (950¢)

The higher gold output of 21 162 kg
was shightly offset by a 49 drop 1n the
gold price received to R32 132/kg

Profit from gold increased by R4,0m
to R356,9m

After taking account of profits from
uranium and tributes, net sundry in-
come, royalty payments and divadend
income, profit before taxation 1n-
creased by 16% to R340,9m These re-
sults melude a half-yearly dividend
from Southvaal Holdings and are
therefore not directly comparable
with the previous quarter

Taxation dropped by 10% to R124,6m
largely as a result of a 24% increase 1n

_capital expenditure io R86.2m Afier

appropriations, profit available of
R129.5m was R44,1m higher than the
previous quarter

Western Deep Levels reported that
avallable profit for the 51X months to
December 1988 amounted to R80,1m
and a final dividend totalling R79,3m

(R57,2m) was declared
990¢ a share (210¢)

After appropriations, profit avail-
able for the quarter was R9,5m lower
at R35,3m ‘

Elandsrand gold mine reported that
profits available for the s1x months to
December 1988 amounted 1O R36m
and a final dividend of R38,7Tm
(R43,5m) was declared — equivalent to
40c a share (45c) Profit avallable for
the quarter was R11,8m lower at
R12,1m

At Sallies profit available for distri-
bution at R873 000 was R190 000 lower
as a result of a lower gold price and
reduced gold production

Total available profit for the sIX
monihs to December 1988 amounted to
R19m and a final dividend of 25c¢ a
share (35c¢), or R2,3m (R3,2m), was de-
clared — retained profit belng re-
duced accordingly

Ergo had a satisfactory quarter with
higher production of gold, uramum
and acid Profit available for the quar-
ter increased by 14% to R17,9m

Working cosis at Free State Consoli-
dated (Freegold) for the quarter ended
December 31, 1988 were reduced from
R649.6m to R647,2m

Profit before taxation declined by
24.1% to R226,2m, mainly as a result of
lower gold revenues which decreased
from R914 4m to R848,1m Profit after
tax decreased by 34,8%, 10 R180,4m,
reflecting a sigmficantly higher provi-
sion for taxation to R45,8m (R21,2m)
Available profit was down by 11,1% to
R87.,3m

Freegold’s Metallurgical Scheme
(MS) mncreased gold production by
58,1% to 634 kg, acid production rose
by 75,2% to 102 908 tons, while urani-
um oxide production increased, by
13,6% to 127 829 kg

In lLine with the Freegold trend for
this quarter, costs were reduced, from
R34,0m to R24,9m and, consequently,
the MS recorded an increase 1n profit
to R9,2m (R7,7Tm) — Sapa
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ousa miners fo !ose jobs

y Adele Baleta

Gencor gold mines will lose
their jobs 1n the next few weeks
In a drastic move to mamntain
profitability at the current low
gold price, Gencor has an-
nounced

The mines are West Rand
Consolidated and the Leslie and
Bracken mines 1n Evander

Comment from the white
Mine Workers' Union was not
available at the time of going
to press, but the National Umon
of Mweworkers has strongly
condemned the move

The mines say:

Mr JC Janse van Renshurg,
managing director of West Rand
Consolidated, said yesterday
about two-thirds of the o 400-
strong workforce would be re-
trenched in the next few weeks
Retrenchments began 1n De-
cember and about 1 000 workers
were being laid off every month
The low gold price coupled
with West Rand Consolidated’s

cattered marginal reserves
made 1t difficult to break even,
he said A hmited number of
miners would be placed at other
gold mines 1n the Gencor stable

The managing director of the
group’s Free State and Evander
mines, Mr G Maude, safd -re-
trenchments at the Leshe and
Bracken mines began this week

Retrenchments at Bracken —
between 1500 and 3100 em-
ployees — would be completed
by February, and those at Leslie
— hetween 700 and 2800 — by
March

He said 200 Bracken workers
had been placed at the Winkel-
haak mine Retrenched em-
ployees would be given the
equivalent of six weeks' pay,
and this varied according to
length of service

The move was necessary, he
said, to maintain profitability at
lower production levels

“The NUM says:

NUM assistant general secre-

tary Mr Marcel Golding said the

decision by Gencor to retrench

€mployees at the three gold
Inines was unacceptable and
would be contested by the union

“We will challenge the aj-
leged necessity to lay off work-
ers,” he said

Mr Golding said the union had
met the managements of the
three mines about the retrench-
ments

“In most cases negotiations
proved fuatile because manage-
ment presented the union with a
unilateral decision to retrench
the workers They did not
seriously attempt to seek alter-
natives to mmimising the spate
of redundancies,” he said

He said the group knew gver
two years ago of “its alleged
precarious situation”, but p-
formed the umon of the re-
trenchment plans only two
months ago

“During our discussions with
the group it was clear they were
acling in bad faith The re.
trenchment package 1s appall-
Ing and 1s rejected by the mipe-
workers ™

The union was examimng the
posttion, he said

 J—




The Star Bureay
LONDON — Shares in mining
group Consolidated Gold Fields
moved up 15p to £12,69 yester-
day after the UK Monopolies
and Mergers Comrussion said it
would deliver the report on the
hostile £2.9 hillion bid by Minor-
co Lo the Government on time
next Monday

London analysts suggested
that because tfe Commussion
had not asked for an extension
to the three-montp 1nquIry even
though 1t covered the Christmas
and New Year holiday pertod, it
was hkely that the big would be
Cleared and Minorco would Le
freed to bid agam

Lord Young, the Trade and In-
dusiry Secretary, has up to 21
days before he must publish the
Commission’s findings but Gold
Fields expects hs deciston to be
announced in the first two

———

inorco’s b
'y to be

&

weeks 1n February

Meanwhile, Minorco pointed
Oul yesterday that the South
Afrcan Sanctions Bili, recently
re-introduced 1n the US, would
SCem 10 hold a thieat for Gold
Fields® wholly-owned subs)-
draries, Gold Frelds Mining Cor-
poration (GFFMC) and ARC of
America

The bill contains 4 reinstated
clause which woyld prohibit the
Us Secretary of the Interior
from 1S5Uing certain federal
mining leases to “any national
of the US which 1s controlled by
Or under common contro] of any
foreign person who purchases,
acquires, owns or hojds any In-
vestment i South Afriea”

Minoreo's US lawyers beljave
this clause would catch GFMC
and ARCA 1 its net f they were
under Gold Fields byt not if they
were owned by Minoreo which,
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although 60 percent owned by
South African companies, has
direct lnvesiment or assets 1
that country

Gold Fields vaid that 1t h
not yet examined the Us bull )
detail but, if the clause was 1n-
cluded, 1t would cey Lainiy have g
damaging mnpact on American
Subsidiaries
@ Earlier this weel London
BCwspapers speculated that
Cven af the commussign ruled 1p
favour of Minoreo there wag a
pPossibality Minoreo would nnt
re-hid

“The stratepy a1 Oppen-
heimer will be 1 distance the
bid vehicle ;¢ USCS next time
Tound far enough from the South
Afriean laager 1o make rejec-
Lion of its next suyt more diff;-
cult,” commented Hugh Sharpe
of the London Evening Stap-
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Falling grades depress

The lower gold price and falling
grade depressed the December
quarter profits of the three
. nes Iin the Johannesburg Min-
Ing and Finance Corporation
Group

West Witwatersrand’s work-
ing profit was almost halved,
dropping from R7,7 million to
R3,9 million Taxed profit drop-
ped to R1745000 from
R3 429000 1n the September
quarter

The mlhng rate was hgher
but grade dropped to 1,60 grams
a ton from 1,76 grams One of
the reason was that the Christ-
mas holiday affected production
at the open-cast workings

__"—'—-l—————__,_
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But company eff1elels say
grade has started to recover and
are expecting the working profit
this guarter to reach R4 million

Efforts to restore Wit Nigel to
profitability were partly suc-
cessful in the December quar-
ter Following a rise 1in the mill-
ing grade the mine moved into
profit last September and
stayed 1n profit unt1] December,
company officials report

However the grade of ore
mined then dropped unexpected-
ly, leading to a working loss for
the quarter of R588 000 Even so,
this was less than half the Sep-
tember quarter’s working loss ef
Rl 315 000

JMF
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Modern research methods
have been employed to deter-
mine the richer areas of the
mine and development 1s start-
Ing 1n these areas

In the longer term the mine
1s planning to work the deeper
areas where good grades are ex-
pected

Waverley’s working profit
was atfected by a sharp drop in
tonnage milled owing to the
Primrose/Jumpers plant failing
to reach target production rates
However, some improvement 1s
expected by the June quarter

Working profit was R169 000
agamnst R189 000 1n the Septem-
ber quarter
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' Vaal Reefs thc@
‘best at Anglo™" "

Profit at Anglo American’s Trans-
vaal gold mines (Vaal Reefs,
Western Deep Levels and
Elandsrand) rose 1n the December
quarter by R22,8 milhion to
R176,9 million, despite a four per-
cent drop 1n the gold price re-
celved to R32 089/kg

Each mine’s performance var-
1ed, Vaal Reefs being the best
Improved results were a conse-
quence of higher output at 34 036
kg and lower working costs

Area mined and tons milled
were lower than previously. Aver-
age grade rose two percent to
6.81g/t.

At VAAL REEFS, available
profit for the six months {o De-
cember was R214,9 million A
final dividend of R209,3 million
(R180,5 million for the six months
to December 1987) was declared,
equivalent to 1100c per share
(950¢)

Although tonnage muilled was
lower at 2,845 million tons, grade
rose five percent to 7,44 g/t and
gold production rose 827 kg to
21 162

Total working costs fell {wo
percent to R327,9million Profit
from gold rose by R4,5 mulhon fo
R356,9 mullion

Although area mned and ton-
nage mulled fell four percent and
three percent respectively in the
SOUTH LEASE AREA, average
grade was nine percent mgher at
893 g/t

In the AFRIKANDER LEASE
AREA stoping operatfions re-
sumed and more reef tonnage and
less waste was treated

Average grade rose 21 percent
to 191:1 g/t Gold production was
8 kg lower at 109 kg With the
lower gold price, revenue was 10
percent lower at R3,5 mullion

WESTERN DEEP LEVELS re-
ported available profit of
R80,1 mullion A final dividend of
R79 3mlhon (R57,2 milhon) was

declared, equivalent to 290c per
share (210c)

Grade was almost unchanged,
resulting 1n production of
10021 kg

Revenue from gold was sIx per-
cent down at R324,4 rmilion

ELANDSRAND reported prof-
its of R36 million A final dividend
of R38,7 million (R43,5 million)
was declared, equivalent o 40c
per share (45¢)

Tons milled rose seven percent
to 521 000 tons by treating stock-
piled ore

Average grade was 10 percent
lower at 548 g/t because of lower
grade of ore available in the main
shaft

At SALLIES, profit available
for distribution at R873 000 was
R190 000 lower because of a lower
gold price and reduced produc-
tion

ERGO had a satisfactory quar-
ter, with hmgher output of gold,
uramum and acid Both Ergo and
DAGGAFONTEIN functioned
well At SIMMERGO tonnage
throughput was adversely affect-
ed by planned repairs and modifi-
cations to the No 2 Mill

Working costs at FREEGOLD
were reduced from R649,6 rmllion
to R647,2 million

Slight fall

Unit costs, however, were
higher at R102,50 (R99,34) per ton
milled

At Freegold’s NORTH RE-
GION, costs rose from R308,9 mil-
hion to R316,6 mullion

Freegold’s SOUTH REGION
recorded lower working custs
from R3490,7 Il‘lllllﬂ[l”tﬂ
R330,6 million and a fall i .umt
costs from R91,48 to R90,06 Free-
gold’s METALLURGICAL
SCHEME (M S) lifted gold produc-
tion 58,1 percent to 634kg —
Sapa
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The Star Bureau

LONDON - As speculation
mounted in London that Minor-
cdyls willing fo recast its bad for
C[?‘ solidated Gold Fields, M-
oreo executives flew to South
Af;rma at the weekend to negoti-
ate terms with possible buyers
oftConsgold’s 38 percent interest
1imGFSA

{These buyers include Rem-
bnidt and Gencor

he Monopolies and Mergers
Commussion 1s expected to hand
i1ts report on the bid to Lord
Ydung, the Trade and Industry
Secretary, today
%Iuhn Jay, of the London Sun-
ddy Times, says there are ru-
mours that Sir Michael Ed-
wiardes, Minorco’s chief execu-
tivie, 1s willing to sell Consgold’s
48; percent stake 1n Remson
Gildfields Consolidated, the

‘Scarched earth’ defence

In the ongomg battle of words between the two camps, Minorco
has reacted to a statement by Consohdated Goldfields director,

Anthony Hichens.,

Mr Hichens, 1s reported as saying that- “It is no part of our case
to say that Consgold should necessarily remam an mdependent

company
have to take seriously ”

_there 1s always a price that may be offered that you

Mr Hichens also added that if Minoreo’s bid was banned by the
UK, Consgold would seek to expand 1ts capital base

Roger Phillimore, commercial director of Minorco reples:

“Consgold appear to agree with our arguments — they recog-
mse that prospects for the company’s continued mdependence are
himited and that, as Mmorco has previously pointed out, Consgold
alone is in a financial box of 1ts own making ”

“Rut what on earth can shareholders thmk of a company which
does everything 1t can to prevent them receiving an offer for thewr
shares — while apparently rewarding them with the prospect of a
rights issue or some other form of dilution The much-trumpeted
‘restructuring’ of Goldfields is clearly far from ‘complete’ and

were to allow the hid through
The arguments on competition
are strong The arguments on
South African damage are
strong, and the question of the
inspectors’ report into the own-
ership of the company and 1nsid-
er dealing remains open”

Mr Agnew may even seek a
judicial review of the Govern-
ment’s decision 1f it allows Min-
orco to hid again before it estab-
lishes whether or not there were
criminal dealings in Consgold’s
shares

The Consgold camp wiil also
argue that a Government decl-
sion to allow Minorco to recast
11s bid would set a dangerous
precedent on takeover regula-
tion, says Jay

It would encourage break-up
bids for British companes from
overseas groups willing to bar-

“Afistralian miming group

ﬂ{e recalls that when Lord
Ygung announced the invesiiga-
tipn 1n October, he cited the
thjeat the bid might pose to
CQFlpEtltlﬂIl in the markets for
such strategic munerals as titan-
jutn and zircon Renison 1s a big
producer of both, so a disposal
wguld remove this problem,
says Jay

rE”.[‘hn::n:.agh Edwardes dismissed
the rumour as ‘absolute rub-
bigh’, analysts remain convinced
that Minorco 1s prepared to
sell Renison 1n order to get its

h:aéﬁds on Consgold ”

shareholders loyalty must be sorely tested by now.”

“Minorco regrets Consgold’s continued use of ‘scorched earth’
defence, given 1ts very significant investments 1n South Afriea, as

P L L ] _r..-_-l.__' Y -, N
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Australian sources suggest
the Austrahan Government has
already been sounded out on
what 1ts attitude mught be to a
Renison disposal by a victorious
Minorco, says Jay

He adds that if the Monopo-
lies and Mergers Commission
does give the go-ahead, the Gov-
ernment 1s likely to be put

[y}

not bemng i the interests of any of 1ts shareholders 7
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under great pressure to prevent
Minorco from renewing Its
$2 9 billion bid until the outcome
of a Department of Trade and
Industry investigation into al-
leged insider trading ahead of
Minorco’s offer 1n September
Consgold chairman Rudolf
Agnew said last week It would
be an outrage if the Government

—

T —

gain away bits of their targets

to get through monopolies hur-
dies

“Consgold believes the real
reason behind the Minorco bid s
the desire of the Oppenheimer
family to reduce the relative
importance of 1ts domestic
South African interests by build-
1ng up businesses overseas’

Minorco has already said 1t
will sell Consgold’s holdings n
Gold Fields of South Africa and
Newmont Mining 1in the United
States as part of its takeover
bid
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Rogold’s Princess Incline shaft commissioned

ROODEPOORT Gold Holdings (Rogold) — an
independent mining concern adjacent to Dur-
ban Roodepoort Deep’s northern boundary —
last week completed the refurbishment and
commussioning of the Princess Incline Shaft

General manager John Simpson says this
will enable the mine to feed 1ts recovery plant
at a rate of 10 000 tons/month from the Myn-
pachten” — the property owned by Rogold —
and the adjacent Tribute area which was nego-
tiated with Durban Roodepoort Deep prior to
listing 1n 1987

Although it was originally hoped that Rogold
would be producing at a monthly rate of about
15 000 tons by December 19338 — of which 5 000
tons/month was to be sourced from the Tribute
area — this plan has been scaled down

According to the prospectus, the plant was to
be commuissioned (i September 1987) with a ca-
pacity of 20 000 tons/month But chairman Cyr-
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11 Heever says 1n the 1988 annual report Ro-
gold’s technical advisers “consider it more
prudent to consolidate at 10 000 tons a month

before undergomng expansion” @
L

Although some shareholders may argue that
they were misled by the prospectus 1n regard to
the scale of the operation in which they invest-
ed their money, they can be relieved that Ro-
gold has no debt, unlike many other small, non-
magor-mining-house operations

Rogold MD Bob Poisson says the company
even has some of the Ri37m — which was
raised on the JSE in 1987 — left in the bank, but
he declined to say how much

This 1s partly due to Rogold’s decision to re-
strict operations Some mines even incurred
debt to expand the capacity of their recovery
plants to a point where analysts say they are
virtually incapable of filling them

Says one JSE analyst “At least Rogold real-
1sed 1n time that they would not be able to feed
their recovery plant at 20 000 tons/month with-
out sacrificing grade ”

He says this 1s borne out by the quarterly re-
sult for the three months to end-December, 1n
that grade dropped from 3,01g/t to 2,55g/t, with
about 9100 tons/month sourced from under-
ground

The directors say “Underground tonnage
and grade did not meet targets set due to ab-
normal labour shortages during December ”
This, combined with a drop 1n the average gold
price received, and a shght rise 1n costs, led to a
R194 021 loss for the quarter
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LONDON — The results of a three-
month probe into South African-con-
trolled Minorco’s £2,9 billion takeover
bid for Consolidated Gold Fields were
hkely to be with the Trade and Indus-
try Secretary, Lord Young, today, Brit-
ain’s Independent Television News re-
ported yesterday.

Lord Young then has three weeks in

which to decide whether the bid should
be allowed to go ahead

The bid — the bhiggest ever for a UK
company — was launched late last
year and triggered a probe by the Mon-
opolies and Mergers Commussion

Lord Young said at the time that the
investigation had been launched be-
cause a Minorco takeover would re-

duce competition in high-value min-
erals.

Strict conditions
The London Guardian said the
MMC report was expected to advise
Loid Young to give conditional approv-
al to the Minorco bhid
The newspaper said-it understood
that the MMC had decided that the bid
should be allowed to go ahead, but only
with strict conditions attached which
spelt out what Consgold assets Minorco
-would have to sell if the Luxembourg
company, controlled by Anglo Ameri-

tional approva,

can and De Beers, were to win.

“Lord Young's verdict 1s likely to |
rest on recommendations he will re-
cetve from Sir Gordon Borrie, director-
general of the Office of Fair Trading
Sir Gordon will advise on how well the
Government could police Minorco's
promused disposals

Sell off

“Minorco said when 1t launched its
bid four months ago that 1t would get
rid of all Consgold’s 38 percent holding
1 Gold Fields of South Africa and
would ‘sell down’ a 49 percent stake in
Newmont of the US, which mines gold
and coal

The Luxembourg company’s chief
executive, Sir Michael Edwardes, later
announced that the whole of the New-
mont nterest would be sold. And it
now appears that Minorco has added
Consgold’s 48 percent holding in Aus-
trahia’s Remson Goldfields Consolidat-
ed to 1its list of sell-offs.

“The RGC sale would leave Minorco
holding only Consgold’s ARC aggre-
gates business and Gold Fields Mining
Corporation of the US’

The Guardian said the MMC report
was expected to lead to a new round of
Consgold lobbying ahead of Lord

Young’s verdict — Sapa
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lalk of Iinancial trouble as... [q

millions ,
takeover battle

LONDON — Consolidated Gold-
hields (ConsGold) yesterday said 1t
had so far spent about £20m fight-
Ing off Minorco’s £3bn takeover
bid.

However, a company spokesman dis-
missed market talk that ConsGold was
In serwous financial difficulty and that
the defence costs would 1nevitably lead
to a rights 1ssue

The spokesman said the £20m de-
fence bill would be fully accounted for
in the next finaneral statements

A Minorco spokesman saxd “One has
to ask whether this money has been well
spent 1n the interests of shareholders, or
1n the mterests of management alone ”
He was unable to reveal Minorco’s own
costs 1 the long-runnming takeover
hattle, but said they were significantly
less than £20m

Meanwhile Minorco directors remain
confident that their hid will be cleared
by British trade and industry secretary
Lord Young — but clearance will not
automatically lead to a renewed hid for
ConsGold

Minorco president and director re-
sponsible for North American oper-
ations, Hank Slack, said 1n Johannes-
burg yesterday the defence mounted by
the ConsGold board — led by chairman
Sir' Rudolph Agnew — had damaged
ConsGold's 1mage and balance-sheet

“By stirring up Minorco’s SA connec-
tion, ConsGold has attracted attention
to 1ts own .SA connections We'll obvi-

onsGold pours

A
I

into we

REINIE BOOYSEN

misly be mnvestigating the extent of this
damage in order to establish the desir-

ability of taking control,” Slack said
He said ConsGold’'s defence costs

may have harmed the company's finan-
cial position, which he suggested was
already precarious

Minorco group financial director
Tony Lea said few people had noted that
ConsGold has £650m in debt “And the
money used to fund their defence was
probably borrowed

Shareholders

“At the last count, ConsGold had 17
advisers working for them ”

The two Minorco directors said they
were 1n Johannesburg to communicate
the latest developments to Minorco’s
two largest shareholders, Anglo Amery-
can and De Beers '

There was also speculation they*ffaﬁ
held talks with potential buyers. of
ConsGold’s stake in Gold Fields of SA

l— "ROBERT GENTLE and

which Minorco plans to sell if i takes,

eontrol of ConsGold .

Asked to name potential buyers, Lea’
said “Just look around yon,” and point-
ed out the windows of Anglo’s headquar-
ters at 44 Main Street He said the Rem-
brandf group had a right of first refusal

on any offer
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Lower average grade
hits Osprey results

Dref 25|{[$“\ BEINIE BoOYSEN 2%

OSPREY Gold Mine’s average grade declined from
2,94g/t 10 2,72g/t 1n the December quarter, and the rise in
mill throughput, from 17 731 tons to 18999 tons was
insufficient to arrest the decline 1n gold production from
b2,13kg to 51,60kg

Underground tonnage 1s msing steadily, with 17 159
tons being hoisted to the surface 1n the December quar-
ter, as opposed to 15 533 tons in the previous quarter The
average reef grade declined from 3,18g/t to 2,89¢/t

The 13% decline 1n the average gold price recerved by
Osprey — from R35 940/kg to R31 353/kg — discolonred
the mine’s results further Total revenue for gold and
silver declined 14% to R1,6m (previous quarter R1,9m)

But there was a welcome decline in total working
costs, to R1,4m (R1,5m) This cushioned the impact on
profit, which declined to R261 254 (R427 849),

Directors say the higher-than-acceptable residues con-
tinued during the quarter “An international consulting
firm specialising 1n gold recovery has designed modifica-
tions to the plant which appear to be capable of solving
the problem

“The modifications are designed to greatly speed up
gold dissolution in the leach tanks and result 1n accept-
able residues ” *

Capital expenditure remaining for the year ending
June 1989 1s estimated to be Rlm So far, R1,lm capex
has been incurred R486 832 during the December quar-
ter and R647 333 during the September quarter,

No tax has been provided for as Osprey has a tax shield
of about R18m
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By Ann Croity
Minorco executives yesterday
voiced concern about the dam-
age that the Consohdated Gold-
fields (Consgold) team had done
to the company 1n 1ts own de-
fence agamst Minorco’s hostile
bid for control

The defence 1s estimated to
have cost nearly R84 million s0
. far — equmvalent to almost 25
percent of the pre-tax profit
earned by Consgold m financial
1988
At a press conference in
Johannesburg, Minorco execu-
tives Mr Tony Lea and Mr Hank
Slack said Consgold might have
caused widespread damage in
its determination to stir up the
South African issue with 1ts 1m-
plicit suggestion that SA owner-
ship meant a company could not

be run profitably

Before launching another bid
(assuming approval 1s granted
by the British Trade and Indus-
try secretary, Lord Young) Min-
orco would first have to estab-
lish the extent of the damage
caused by Consgold’'s defence

E' ' strategy

[ ol

. The Mmorco executives said
an assessment of the damage
could result 1n a re-lad pitched

Il
| at a lower price

However, local analysts be-
lieve a lower offer price 1s un-
likely and suggest the Minorco
team 1s merely preparing share-
holders to expect a lower price

107CO to

Stev

mage’ to

so that an unchanged offer will
look all the more attractive

In the three months since the
bid was referred to the Monopo-
lies and Mergers Commission
(MMC), the UK investment com-
munity has been swamped by
Consgold releases attacking
both Minorco and the bid

The essence of the defence 1s
the damage that would be
caused by Minorco’s links with
SA By constrast, Minorco has
kept a low profile

“We had expected a normal,
spirited defence, but didn’t ex-
pect them to rely solely on the
fact that our major shareholder
1s South African, particularly
from a company that had 1its
own origin 1n SA,” said Mr
Slack

Low profile

He said NMinorco had decided
to keep a low profile “because I
didn’t think that the MMC would
like us to comment in public
while they were reviewing the
matter”

Indications from London are
that while Consgold might have
spent a lot of money in 1s de-
fence campaign, 1t 1s unlikely to
have been very effective

A leading local analyst says a
much more effective strategy
for Consgold would have been to
acquire some form of “poison
pitll” which would have made

d
251187 -

Consgold far less attractive to
Minorco

“They could have floated off
Amy Roadstone or GFMC, or
they could have bought BP’s
mineral assets and taken on a
lot of debt

“Instead, their Jingoistic de-
fence strategy suggests that
they were too stupid to protect
themselves effectively ”

Referring to UK press reports
suggesting that 1f Minorco were
to make another bid, 1t would
try and distance itself from 1ts
SA connections, Mr Slack said
there would be no such attempt

“We have two large SA share-
holders and we are proud of our
record in SA”

He was emphatic that neither
Amy Roadstone nor GFMC 1n
the US would be affected by
Minorco’s involvement with SA

“These operations have never
heen affected by Consgold’s
holdings in SA™

The MMC has passed on 113
report to Lord Young who has
three weeks 1in which to make a
decision If he needs to, Lord
Young can extend the period

If Minorco gets approvai to
go ahead with 1ts hd, 1t will
not be under any official time
pressure

But analysts beheve 1t will be
keen to resolve the matter as
quickly as possible

Apart from the hoid-up 1n the
UK, there are two other official

SSESS
Consgold

obstacles facing Minorco

In New York an appeal court
1s expected to give 1ts verdict
soon on a preliminary injunc-
tion 1ssued by the US Federal
Court which effectively prevent-
ed Minorco from going ahead
with 1is offer for Consgold

The European Commission S
examining whether the bid in-
volves a breach of European
Community rules |

Feeling 1s that a favourable
deciston by Lord Young could
smooth out obstacies on the |
other two fronts

All-cash offer

At this stage the most signifi-
cant change expected 1n a re-

vised bid s that it will be an!
all-cash offer

London analysts say Minorco |
has spent the last three months
checking out Consgold’s 1mstitu-
tional shareholders and 1t seems
that Minorco’s previous poor
performance will make them
reluctant to accept Minorco
shares even 1n part exchange for
their poorly performing Cons-
gold shares

A 100 percent cash offer
would cost Minorco $3 billion
This would not put undue long-
term pressure on Minorco

The group has about $1 billion
in the bank, which it will bump
up through the proposed sale of
Newmont and GFSA It has no
gearing
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By Ann Crotty

Mnorco executlves yesterday
voiced concern about the dam-
age that the Consolidated Gold-
fields (Consgold) team had done
to the company 1n 1ts own de-
fence agamnst Ninorco’s hostile
bid for control

The defence 1s estimated 1o
have cost nearly R84 million sO
far — equvalent to almost 20
percent of the pre-tax profil
earned by Consgold 1n financial
1988

At a press conference 11
Johannesburg, Minorco execu-
tives Mr Tony Lea and Mr Hank
Slack said Consgold might have
caused widespread damage i
its determnation to stir up the
Qouth African issue with its 1m-
plicit suggestion that SA owner-
ship meant a company could not
he run profitably

Before launching another bid
(assuming approval 1S granted
by the British Trade and Indus-
try secretary, Lord Young) Min-
orco would first have to estab-
lish the extent of the damage
caused by Consgold’s defence
strategy

The Minorco executives said
an assessment of the damage
could result 1 a re-bid pitched
at a lower price

However, local analysts be-
Lieve a lower offer price 1s un-
likely and suggest the Minorco
team 18 merely preparing share-
holders to expect a lower price

so that an unchanged offer will
look all the more attractive

In the three months since the
bid was referred to the Monopo-
Les and Mergers Commission
(MMC), the UK investment com-
munity has been swamped by
Consgold releases attacking
both Minorco and the bid

The essence of the defence 1s
the damage that would be
caused by Minorco's links with
SA By constrast, Minorco has
kept a low profile

“We had expected a normal,
spirited defence, but didn't ex-
pect them to rely solely on the
fact that our major shareholder
1s South African, particularly
from a company that had its
own origin in SA,” said Mr
Slack

Low profile

#

He said Minorco had decided
to keep a low profile "because |
didn't think that the MMC would
Like us to comment 1n public
while they were reviewing the
matter”

Indications from London are
that while Consgold might have
spent a lot of money i its de-
fence campalgn, il 18 unlikely to
have been very effective

A leading Jocal analyst says a
much more effective strategy
for Consgold would have been to
acquire some form of “poison
pill” which would have made

Consgold far less attractive to
Minorco

“They could have floated off
Amy Roadstone or GFMC, or
they could have hought BP's
mneral assets and taken on a
lot of debt

“instead, their jngoistic de-
fence strategy suggests that
they were too stupid to protect
themselves effectively ”

Referring to UK press reports
suggesting that 1f Minorco were
to make another bid, 1t would
try and distance itself from its
SA connections, Mr Slack said
there would be no such attempt

“We have two large SA share-
holders and we are proud of our
record In SA "

He was emphatic that neither
Amy Roadstone nor GFMC 1n
the US would be affected by
Minorco's involvement with SA

“These operations have never
been afiected by Consgold’'s
holdings in SA”

The MMC has passed on 1S
report to Lord Young who has
three weeks in which to make a
decision If he needs to, Lord
Young can extend the period

1f Minorco gets approval to
go ahead with its bid, it wall
not be under any official iime
pressure

But analysts believe it will be
keen to resolve the maiter as
quickly as possible

Apart from the hold-up in the
UK, there are two other official

obstacles facing Minorco

In New York an appeal court
1s expected to give 1ts verdict
soon on a preliminary imjunc-
tion 1ssued by the US Federal
Court which effectively prevent-
ed Minorco from going ahead
with 1ts offer for Consgold

The European Commission 1S
examining whether the bid 1n-
volves a breach of European
Community rules

Feeling 1s that a favourable
decision by Lord Young could
smooth out obstacles on the
other two fronts

All-cash ofier

M

At this stage the most signil-
cant change expected in a re-
vised bid s that 1t will be an
all-cash offer

London analysts say Minorco

has spent the last three months 1

checking out Consgold's institu-
tional shareholders dand 1t seems
that Minorco’s previous poor
performance will make them
reluctant to accept Minorco
shares even 1 part exchange for
their poorly performing Cons-
gold shares

A 100 percent cash offer
would cost Minorco $3 bithon
This would not put undue long-
term pressure on Minorco

The group has about 31 baliton
in the bank, which 1t will bump
up through the proposed sale of
Newmont and GFSA It has no
gearing
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Described by one analyst as pu-
erile jmgoism, Consgold’s de-
fence of the hostile takeover bid
launched by Mmorco (estimated
to have cost Consgold R84 mil-
lion) may have made it more,
not less, vulnerable to a take-
aver bd.

The cost of the defence Is
equal to about 22 percent of
Consgold’s 1988 pre-tax profit
and is hikely to have put consid-
erable strain on the group’s cash
flow

In addition, the excessive talk
of Mimorco’s SA connections will
have drawn gome attention to
Consgold’s own SA connections,

Market feelmng 1s that Cons-
gold should have used the past
three months to convince its
shareholders of the long-term at-
tractive ountlook for gold and 1its
plans to boost its own return
o1n assets,

It should have persuaded in-
vestors there was nothmg to be
gained by allowmg a pro-active
Minorco management team to
take a slice of this action before
passmg it onto shareholders.

On a more negative tack,
Consgold could have used the
three months to take on board a
poison pill to make the company
unattractive to Mmorco.

Instead, the defence strategy
used may have left Consgold
more exposed to a hostile bid
by drawing attention to its un-
derworked assets, by exposng its
SA connections and by reducing
its cash resources.

If Mmorco cannot take con-

e

Diagonal
Street

ANN CROTTY

-

trol, its 29 percent stake 1S like-
ly to be put up for sale.

One London amalyst believes
the quality of the Consgold de-
fence and all the anti-SA talk
s likely to encourage many
Consgold mvestors to sell out,
but not m a deal involving Mm-
orco shares as these are also
tamted by an SA connection

So if Minorco does still want
Consgold it will have to offer an
entirely cash package.

This 1s despite the fact that
with 1ts aggressive management
team, Mimorco 1s now looking
Lke a much more attractive in-
vestment

Whether or not Minorco does
acquire Consgold, by mid-1989 it
will have undergone changes of
such enormous proportion that
the investment commumty will
have to give it a more attractive
rating

If it does not get this re-rat-
g 1t will be because the -
vestment community 1s not im-
pressed by the hands-on manage-
ment style

A recent report from London
broker James Capel refers to
the considerable changes 1R
direction at Mimnorco, which see
this former mvestment holdmg
group becoming an operating
company with control of the op-

—__f

places?*

erations and cash flow of its
busmess
As Capel sees 1t, the most sig- §

mficant consequence of Mmor-
co’s previous passive manage- :
ment style was a share price
that stood at a severe discount to
the group’s net assel value At §
end-1988, this discount was 454 |
percent |
With the change m strategy, |
Capel says “It 1s hoped that the
discount will narrow and some }
of the pussmg hillions will begm
to be written back m terms of §
mereased market capitalisation.” |
The new strategy will be mm-
plemented even if the offer for |
Consgold does not go ahead or |
is unsuccessful
In this case, Consgold “will fall §
into precisely the same category §
as all of the other associated m- §
vestments, namely one to be re- 3
viewed and, possibly rede- §
ployed/mobilised”
Gmee 1984 Minorco has been |
debt free and net cash positive §

A breakdown of its net asset §
value, which was $21,27 per §
share at end-1988, shows that the E
29 percent stake m Consgold ac- :
counted for $8,70 per share

This is the largest single in- §
vestment The next 1s Charter, P
valued at $2,02 a share The cate- §
gory “other assets ncluding
cash” account for $5,04 a share

Minorco’s other mvestments
bring the total to $21,27 (share §
price $11,63) The discount ap- |
pears even larger if the cash §
portion 1s deducted from the §
share price
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gold mining companies
controlled by the Severin
Mining & Development
group, recorded a drop in
pre-tax profit of R722
million to R620 mllhuni
(R1,342 billion) for the
December 1988 quarter

This was maily a re-
sult of lower gold produc-
tion.

Tonnage malled fell to
128 500 tons {133 000 tons)

Yield was lower at

2,10g/t (2,18g/t) I

The combined effect
reduced gold production
to 270kg (290kg)

Average gold price re-
cerved was R31817/kg
.(R33 549/kg) *

Although'working costs
were lower, R627/65/¢]
miiled, compared with
the previous quarter’s
R63,84/t, it was 1nsuffi-
cient to offsef the com-

bined effect of decreased
mill throughput, lower
grade and gold price re-

Working profit/ton
milled was accordingly
down at R5,65 (R11,33)

RECLAMATION

Dump reclamation ton-
nage remained un-
changed at 51 250 tons

With a higher yield of
11,50g/t (9,53g/t),. gold
production 1ncreased to
11,50 tons (9,53 tons)

The drop m gold pro-
duction was as a result of
lower opencast grades

However, once 11 Shaft
has been commaissioned
this year, the under-
ground tonnage should n-
crease further and reco-
vered grades should im-
prove -

i
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YIELD

Ore milled at Eerstel-
1ing ‘'was significantly
down at 31000 tons
(42 000 tons), resulting 1n
a lower gold production
of 55,01 tons (68,62 fons) 1n
spite of a higher yield of

. 1,778/t (1,63g/t) ’

Opencast operations”
were discontinied 1in De-
cember

{1 "Production from un-
derground stoping opera-
tions has increased from
a rate' of .1500 tons a
month at the start’of"the.
quarter to a rate of 5000
tons a month at the start.
of the current quarter

Capital expenditure 1n-
creased to R4 million

9

(R3,1 million). — Sapa
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LONDON - Trade and Industry sec-
retary Lord Young has refused to hink
Minorco’s £3bn bid for ConsGold with
the 1ssue of alleged insider trading in
the latter’s shares :
Lord Young said a proposal in the
House of Lords that the release of the
. Monopolies and Mergers Commussion
- report into the bid be delayed until
, xthe present inquiry into alleged nsid-
er trading was complete, would be
quite wrong ‘

“These two matters are entirely
separate and should be kept as that,”
he said |

However, he gave no further mndi-
cation as to how long he would hang
on to the report or when he would
make 1ts findings public The Trade
and Industry Department last week
floated “early February” as a hkely
date :

Meanwhile, City observers are stil
hedging their bets and watting to.see
which wdy Lord Young’s decision will
g0 .
“The whole 1ssue 15 blowing hot and
cold,” said an analyst from Warburg
Securities, referring to the up-down
movement of ConsGold's share price

He also discounted the :dea that the
less time Lord Young wasted 1n, re-
leasing hus findings, the greaterthe
chances were of Minorco getting the
go-ahead
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Anglo’s control

ANGLO American’s control of
shares listed on the JSE, based on
market Capitalisation, hag dropped trolled 777% of Listed
markedly due to a fall in the Price  gown from 83,1% in 1987
of gold shares, Says Who Owns Not Surprisingly, says McGregor,

BRUCE ANDERSON

“The immense value of the gold sec- up from 4,9% 1987 to 7.6% 1n 1988, a
tor of Anglo’s portfoig IS shown by the  rise McGr €80T attributes to the group’s

dramat;e reduction of its JSE controlto  “aggressive €Xpansionary phase
495% 1n September 1988 from 60,19 in

R&a;eh 1987 and 5619 n December New Iistmgs
1987, McGregor S&8y5 1n his annuaj apg- «

dt)
Iysis accom anymg the release of the Not only are they (Rembran
latest edltmﬂ of Whe Owns Whom heavily into stee] and timber in addition

MeGregor says because the figures liquor, but theirr finanes] and mimng
are based op market capitalisation — a interests are growing rapidly along
function of share prices — portioheas 0 their mternational Investments ”
heavily weighted with gold as Anglo’s is The latest edition of Who Owns Whom
Signilicantly affected by the gold PIIC®  _ ‘the minth edition, with new edjtions

SA’s top four groups, Anglo, Sanlam, having beep published anmially since
SA Mutuai ang Rembrandt continye o the first 1p 1980 — provides ownership
dominate controj of shares on the JSE statistics on more than 20000 com.-

.

drops as"g8ld shares fall

of ISE

panles, deta;led analyses of aj com-

panies listed on the JSE, and a wealth of
other corporate mformation

The book has Swollen 1n size with the
Inclusion of 1988 g 41 new histings

cGregor says foreign-controlled

companies listed op the JSE have re-

compantes moving from the non-listed
SEctor o replace those dxsmvestmg
The rise m shares of companzes con-
trolled by directors — from4,1% in 1983
to 6,9% 1n 1988 — IS encouraging, says

However, McGregor warns “In the
medium term, th)s may well, 1n fact,
turther aggravate the concentration uf/

control as 1t makes the smaller com-
Pany more vulnerable tg Predators
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- deverin group opf

IN SPITE OF steadily increasing debt
at the Severin group mines, financal
director Lewis Carroll predicts better
resuifs for group gold mines in the
fourth quarter this year

Eersteling had borrowings of R18,2m
at end December — R11,3m of which
was incurred in the December quarter
The mine has recorded consistently
lower mull tonnages since June 1988, as
unprofitable opencast operations were
scaled down and eventually discontin-
ued 1n December

In line with this, grades mmproved
marginally from 1,25g/t to 1,77g/t, as
underground ore was used to make up

the tonpages
Improving grades, however, have not

been sufficient to prevent a fall pro-
duction from 68.6kg to 29.0kg 1n the
December quarter

Carroll said Eersteling was still clas-
sified as a “developing mine” with all
revenue and costs being capitalised He
Indicated higher capital expenditure —
R4m as opposed to BR2,5m in the Sep-
tember quarter — was attributable to
costs 1nvolved in the final commission-
Ing of the Franka Shaft

He estimated that 1f all went accord-
Ing to plan the shaft would be operation-
al by April or May, and would be hoist-
Ing 12 000t/month by year end

rwsﬂg_\ -

espite-debt]

A JSE analyst expressed doubt as to
whether tonnages of ore milled 1n this
quarter could be maintained, even at
current decling levels With the open-
cast operations discontinued and the
Franka Shaft not yet operational, exist-
mg facilities for removal of under-
ground ore were not capable of hand-
ling the required tonnages

Indeed, gold production to date has
fallen short of imtial forecasts of H76kg
(later revised to 450kg} for the year

Rand Leases had borrowings of
R142m at end-December (R7,7m at
end-September) Profit declined 54% to
R620 000 (R1 3m), with gold production
down to 270kg (290kg) as a consequence
of both failing grades and tonnage

- 18F v



Nigel mine produces 194kg gold, adsd_mwﬁmw@%w&? )

SOUTHGO's Nigel Gold
mine produced revenue of
R6,14m 1n the December
quarter, and taxed profit
more than doubled to
R535 000

The group’s flagship
operation — Knights re-
treatment plant at Germiston — poured

_ B Business Day Reporter _

its first gold during December and
treated 210 000 tons of shme during ifs
first month of operation

In the traditionally shorter Decem-
ber quarter Nigel maintained gold pro-
duction at194kgofgold  , ' -
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The Goldam retreatment plant m
a contribution of 118kg

Commussioning of the Knights slimes
retreatment section commenced 1n De-
cember and by the year-end a total of
210 000 tons had been treated at an
average recovery grade of 0,08g/t, re-
flecting the imtial plant lock-up and the
comimnlssioning _
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The Klerksdorp Gold Holdings recov-
ery plant was comnmuissioned during the
quarter and a total 3108 fons from
opencast operations was milled during
the quarter ) ¢
Treatment of underground ore com-
menced at the end of December
- The' operating loss for the quarter
was R60 000 -




Bleak pertormance trom Golden Dumps

k
1

GOLDEN DUMPS delivered another
bleak performance in the December
quarter with results characterised by
falling tonnages, lower ore grades and
bottom-line losses in excess of those
recorded the previous quarter

SOUTH ROODEPOORT’s bottom-
line loss swelled to R1,84m (R8 000 Sep-
tember quarter) The blame lay not
with the iInterest payments which
tipped the scales nto the red last quar-
ter, but with working costs which have
not fallen m line with declining produc-
tion

A 6% fall in tonnages milled, com-
bined with a decline 1n grades to 241g/t
(3,22g/t), and a lower rand gold price,
led to a 33% reduction n revenue

Mining director John Adendorff attri-

ANDREW BUDDEN

buted the fall in grades to narrower ore
bodies Appropriate steps had been tak-

en to ensure future dilution was kent to
a minimum, he said )
B DA )

He cited declining morale after wide-
spread retrenchments as a reason for
lower tonnages mullled “We simply
over-estimated our efficiencies”

Langlaagte’s East Deep Shaft should
be commsioned and operational within
two months, he said The refurbishing
was costing R300 000 and was being fi-
nanced out of working profits

Langlaagte should not be written off
ne said, because it constituted the long-
term future of South Roodepoort’s re-
serves, he said

CONSOLIDATED MODDERFON-
TEIN recorded a loss of R295m
(R0,86m)

Milled tons fell 9% and grades de-
clined margmally to 3,07g/t, resulting
In 16% less revenue for the mine

Adendorff had hope for Springs
Dagga, which was producing grades of
og/t

He said tonnages at Springs Dagga
were being pushed up to 300t/day and as

work on the Geduld Shaft progressed he
felt confident that overall grades at

Cons Modder would exceed 3,95¢/t 4




Primrose is

'2‘77// gtiBusmass Day Reporter
PRIMROSE Gold Mines posted net 1n-
‘ come of R1,2m for the six months to

December, only shghtly below the com.-
parative income of Ri,5m for the ful]
year to June 1988

1if{ net income 1n the December quarter
to R839 000, more than double the Sep-
tember quarter mcome of R384 000
An unchanged drvidend of 4c a share
has been declared, making Primrose
/ the only small gold muning company
which has mamtarmed 1ts dividend dyr.
Ing the past two difficult years
Gold production rose for the third
successive quarter to a level of 121kg,
15,2% up on the previous quarter, Ton-
nage milled rose 17% to 22 348t, but the
yield declined marginally to 542g/t
. However, a decline m the gold price
received and a shight increase 1 operat-
ing costs pushed down operating profit
from R750 000 to R648 000
*  Capex of R972 000, up from R135 000
In the previous quarter, was mainly for
the re-equipping of the Glen Luce Shaft,
the acquisition of major capital 1items

< A tax write-back of R292 000 helped

i

for the new central plant and expendi-
ture on the dump treatment plant The
company 1s finalising arrangments for
a meditith-term loan to fund capital for
the central plant
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By Derek Tommey

Old Mutual brainchild Lydenburg
Exploration has reached an histor-
1c agreement with Rand Mines for
the exploitatien of the Theumssen
area

“Things are happening at Ly-
denburg Exploration,” said the
chairman, Mr Peter Bieber, at the
annual meeting 1n Johannesburg
this week

Lydex 1s a somewhat unusual
gold exploration company in that
1t was formed by the country’s
biggest Infe insurer, the Old Mutu-
al, to speed up the search for new
gold deposits And with R22 mil-
lien in cash raised from its share-
1o0lders by way of a rights issue, 1t
nas the resources to make things
happen

Mr Bieber 1s no stranger to the
investment world but has not been
actively associated with gold ex-
ploration before He 1s probably
better known in the investment
world as the man who played a
major role 1n building up the Qld
Mutual's investment portfelio to
1ts current paramount position

He said that in terms of this
first major transaction since Iist-
ing, Lydex had a 20 percent non-
contributory right in the project
and would have a 20 percent con-*
tributory participation interest
after the completion of three bore-
holes

_l_ Mr Bieber added that other im-

g4
Te o radT

exploratioi
'with Rand

1
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Peter Bieber

portant developments were ex-
pected The company had at least
three projects which could reach
fruition in the next two to five
years °

In an interview after the meet-
Ing Mr Bieber said that the Old
Mutual’s venture into gold ex-
ploration — the first time this had

been done by any life office —
stemmed from the urgent need to
stop South Africa’s gold produc-
tion from falling

South African would need a
number of new gold mines to
maintain current gold output and
all the benefits this brought

Lydex saw its role as a catalyst
in the formation of new mnes It
would help the mining houses by
bringing exploration propositions
to them and arrange the consoli-
dation of prospecting areas

Lydex had acquired a portfolio
of promising mineral interests
frem Southern Prospecting who
areactively managing this portfo-
110, Mr Bieber said

It was participating 1n seven
separate drilling operations and
this would shortly be raised to 10

One of the attractions of Lydex

was that 1t had a balanced portfo- |

lio, with proven reserves that
could be developed 1n the next two
years Or so, semi-proven reserves
that could be developed during the
next five years and other potential
areas for long-term exploration

As Lydex’s participation rights
1n new mines would be passed on
to 1ts shareholders it would not it-
self have to get involved 1n financ-
ing new mnes This meant that
the Old Mutual, and other Lydex
shareholders, would have a chance
to invest i developing mines on
the “ground floor ™
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Southgo turns In -
good performance
Sy LAN\\6

Southgo had a satisfacto-
ry December quarter, with
Nigel Gold Mine producing
revenue of R6,14 million
and with faxed profit more
thasi doubling at R535 000

The flagship operation
— Knights retreatment
plant at Germiston —
poured its first gold in De-
cember and {reated 210 000
tons of slime 1n its first
month of operation

Nigel produced 194kg of
gold — the same as in the
longer September quarter
— ncluding a contribution
of 118kg from the top-per-
forming retreatment plant.

The plant treated
489 817 tons — 18 percent
more than in the previous
quarter — with a grade
of 0,24g/1

On the mining side,
31 620 tons were milled, a
decrease of 18 percent
from the September quar-
ter

With a virtually un-
changed grade at 24g/t,
76kg of gold were pro-
duced (94kg)

Working cosis 1n the
Nigel complex were 12
percent lower at) R5,6 mul-
lion {(R6,27 malhon)

The gold price received
was R31710/kg
(R33 376/kg)

No 2 Shaft contributed
Little to underground pro-
duction because the ore
handling system was belng
changed from frackless to’|
railbound This project

Iy T

was completed in late De-
cember - Sapa L
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of R1.8 Million (R 8000 profit) u;as re-
Corded despite 5 decregs

€ in capey o |
R503 ggp (R1,3 Mulion)

Working COsts/ton were re
duced t R99 19 (Rlﬂﬂ,[}?), it
ficient to Offset the

NCreaseg to R2. ¢ Miliop
abhove factorg and g (R960 000)
loss of R22 49 Per ton (R 2¢ was
INCurred

The lower gold
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A NEW economic package for
South Africa 1s on the way Ac-
cording to policy indications
from Government speakers 1t 1s
Itkely to include cuts in gold
mining tax at least for new
mines

It 1s also possible that 1t could
lead to some changes 1n com-
pany tax and a strong effort
to restrain ncreases in govern-
ment spending

The whole package 1s aimed
at encouraging new investment
In the ndustrial and export sec-
tors in order to cushion the
economy from economic struc-
tural changes overseas and pro-
vide a stable chmate for eco-
nomic growth

In a speech noteworthy for its
recognition of the realities fac-
1ng South Africa, the Deputy
Minister of Finance, Dr Org
Marais, told the Afrikaanse Sa-
kekamer at Henneman recently
that the country could no longer
impose a 79 percent tax on the
richer gold mines and expect
new mines to be developed

He added that taxation in
South Africa had reached a level
where 1t was damaging econom-
lc growth — and was making a
considerable contribution to the
high level of inflation

Difficulties

He blamed the ligh level of
taxation on the difficulties expe-
rienced by the Government 1n
curbing state spending

He also threw new light on
the decision by the American
banks 1n 1985 not to roll over
South Africa’s Ioans

With the benefit of hindsight,
he said, this decision was proba-
bly not the result of political
factors alene, and indicated that
South Africa’s poor economic

DEREK TOMMEY

performance also could have
played a part ]

Dr Marais said new gudelines
for industrial and export de-
velopment would be announced
shortly

And m Cape Town, this week
the Minister of Finance, Dr
Barend du Pless:s, indicated
that some changes mn company
taxes could be 1n the pipeline

In his speech Dr Marais point-
ed out that South Africa could
no lenger rely on a high gold
price to finance 1ts require-
ments

The gold mining industry, for
the greater part of its history,
had been able to rely on a fixed
price for gold

As a result the state knew
that in times of recession the
gold mining industry would con-
tinue to prosper, that there
would be no large balance of
payments problems and there
would be no budget shortage

South Africa’s economic poli-
Cy and mndirectly 1its socio-politi-
cal policies were based to a high
degree on gold

But after 1981 the gold price
had dropped sharply and since
then has shown great fluctua-
tions

The prices of South Africa’s
other miuneral and agricultural
exports, had also fluctuated On
the other hand, the price of 1m-
ports, mainly industrial prod-
ucts, had not changed so much,
and this had led to balance of
payments problems and in-
directly, to the rising budget
deficits

Added to this there had been
serious droughts between 1982
and 1987 which had put further
pressure on the balance of pay-

ments and the government’s fi-
nances

Dr Marais said that since 1982
foreign capital had also no
longer played its important sta-
bilising role

The resultant changes in the
economy had also contributed to
political unrest and further
frightened the foreign investor

For a number of years these
factors had reduced economic
growth to an average of 1 per-
cent,

Dr Marais said a chmate for
€conormuc growth could be pro-
vided only when there was a
greater measure of stability 1n
the economy

Economice cushion

This meant that fiscal and
montary policies and also mdus-
trial policy should be aimed at
cushromng the economy against
changes 1n economic conditions
overseas But this did not mean
that the economy could be 1so-
lated from them

There were several ways of
doing this One was to build up
reasonably large gold and for-
€1gn exchange reserves, a sec-
ond was to follow a conserva-
tive fiscal policy; a third way
was to himited excessive move-
ments 1n interest and exchange
rates, and a fourth was target
export markets

He said the starting point 1n
fiscal policy was Government
expenditure But it was not easy
to change the direction followed
by a state machine which had
operated for a long period on a
policy of a stable and growing
income

It was also not so simple to
force down the growth of state
spending

Gold mines have laboured under o
but relief may be on the way,

heavy tax burden for years
at least for new mines

-
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Firmer undertone to the marke

13THERE was a firmer under-
tone on the JSE this week, with
dealers reporting a shortage of
scrip and an inereased number
of private clients commg back
mto the market,

According to the chartists,
gold broke through some impor-
tant techmical resistance levels
on Thursday but would only ad-
vance more strongly once the
dollar/gold price improved The

bullion price dropped to around
$402 on Friday.

Dealers said there was a lot

-—

SVEN FORSSMAN

of mmstitutional buying this
week, as was the case the previ-
ous week, but interest was fo-
cused on guality stock

Second hine industrials
showed some movement, but 1n-
vestors avoided third-line stock

Marginal gold shares contin-
ued to disappoint Sub Nigel, one
of the lmgh flyers prior to the
crash, langmished around 77¢
and South Roodepoort at 65¢
Sub Nigel hit a ligh of R10 be-

[ — —_

fore the crash
Some of the week’s features
were, Sfov 28] (¥ “1
® Elcentre Group Holdings hit a
high of 195¢ on Monday on spec-
ulation of a takeover by the FSI
Group. It eased back to 175¢
® Gencor rose to a new peak of
R69,25¢ on Monday on a turn-
over of nearly 17 000 shares
worth R1,2 rullion
® Fedsure Holdings firmed 15¢
to 265¢ on Wednesday on an unu-
sually mgh turnover of nearly

400 0600 shares
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