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Winkelhaak aims ¢

GENGOLD’S Winkelhaak gold mine 1n the
eastern Transvaal should maimntamn 1989
recovery grade and gold production levels
in the current year, charrman Brian Gil-
bertson said in the latest annual report
Management would contmue efforts to
contain working costs and minimise the
mining of unpayable ore, to counter effects
" of the depressed rand gold price
Gilbertson said gold production -
creased 12% m the year to end-September
to 12 692kg (11 331kg) due to a higher recoy-
€ry grade of 6g/t (5,6g/t) and an merease in
the tonnage milled to 2,1-rnllion tons (2-
million tons) GfOong 72 fi 1
Management’s emphasis on containing
cost 1ncreases was rewarded, as working
costs per kilogram increased by only 2,3%
to R21145 (R20668) Unfortunately the

COMPANIES-——-—-——————-_
0 maintain levels

ertam
,» and the labour force
accordingly, with 347
enched ”

No 6 ventilation shaft
ons a month, with the
roving from 3,9g/t to
shaft was bemng
elopment neces-
would probably
€ project was on
, e added

1,2% to R3? 388/kg.
“Unfortunately the low
necessitated the restructuring of c
mimng operations
had to be reduce
workers bemg retr
Production at the
had reached 30 000 ¢
recovery grade imp
9,0g/t The No §
€quipped for hoisting, De
Sary to expose the reef
commence this month, Th
target and within budget
Turnover rose 13,3%
(R367,2m), with distriby
higher at R40.7m

main

average gold price received rose by only 4

vidend of 315¢

——— e e _VIcCnd



Bracken plans

for profita le
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GENGOLD’ Bracken gold
mine Was e:a:puactel-;‘lh to con-
tinue operations “for the
next few years at a reduced
milling "rate while main-
taming the present recov-
ery grade, Bracken chaur-
man J E Olivier said 1n the
latest annual report

Recovery grade 1n-
creased by 21,9% to 39g/t
1n financial 1990 due to the
concentration on the higher
grade shaft, while the value
of square metres mined de-
creased by 22,7% to
R143 000 and the value of
tonnage, milled decreased
by 22,9% to R530 000

To ensure profitable
operation until closure the
mine had cut costs but fur-
ther measures would have
to be taken, Olivier sad
Working costs increased by
0,6% to R31 310/kg in finan-
cral 1990

Working costs were de-
creased,by placing Bracken
and Leslie under joint man-
agement 11 June, which al-
lowed for rationahsation

Workforce reductions of
474 employees were dictat-
ed by the declining gold
price and dimmishing ore
reserves

Labour relations were
currently good after a
stormy first half of the
year, OIWIEI‘ said

D1v1dends for the year in-
creased by 387,5% to 55¢
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RMP’s Walt expects
lower profit |
FMoy

IKNECD
Activities: Reprocesses gold dumps and mar-
kets, develops and administers property !
Control: Rand Mines 76,4%

Chairman: D T Watt, jont MD JR Forbes,
JPS Turner !
Copital structure: 12,4m ords Market capital-
isation R136m

Share market: Price 1 100c Yields 12,7% |
on dividend, 15,4% on earnings, p*a ratio, 6.5,
cover, 1,2 12-month high, 3 100c, low,
1 125¢ Trading volume last quarter, 106 000 |

shares

Year to Sep 30 ‘87 '88 '89 90
Gold produced (t) 2,8 3.7 3,6 3,6
Turnover {Rm) 106 154 166 172 |
Opsrating profit

Gold {Rm) 21,4 32,7 25,3 4,4

Property {(Rm) 5,9 3,1 985 17,7
Taxed profit {Rm) 19,3 28,3 25,7 21,1
Earnings {c) 156 224 206 169 |
Dividends (c) 80 120 140 140

property mterests in financial 1990 This
year, with conditions i the gold industry
remaining unfavourable and the property
market set to soften, lower earnings and
dividends look inescapable

The contribution of property to group pro-
fit increased from 27% 1n financial 1989 to
80% last year, yet 1its contribution to turn- |
over remained fairly stable at 25% (21%)
Despite a weaker property market, chairman
Dammy Watt says, the group benefited from |
the good location of properties and was able
to increase sales Revenue of R28,5m from
sale of township land was the highest m s1x I
years. Expropriation and disposal of unde-
veloped land also boosted income. The only |
purchase during the year was an undevel-
oped, 46,7 ha site 1n Germuston

Income from sale and expropriation of
properties helped increase the group’s cash
resources Surplus cash of R58,2m (R51m)

Rand Mines Props
—1

£ M ] 1

was available at year-end and, with higher
interest rates, interest received more than
doubled to R12,2m

This was offset by a sharp fall in the
profitability of gold recovery operations at
Crown Mines, City Deep and the Pilgrim’s

Rest area — operating profit fell from
R25,3m 1n financial 1989 to R4.4m In addi-
tron to gold producers’ common problems of
cost increases and a lacklustre rand gold
price, recovery grades declined

More than R160m has been imnvested n
the gold recovery division over the past few
years, and the returns are disappointing Pro-
jects 1n the pipeline include a feasibility
study 1nto treatment of alluvial and eluvial
matertal at Pilgrim’s Rest, which 1s almost
complete, and the exploration of mneral
rights in this area, with Rand Mines

Watt expects the property division’s profit
to be “substantially lower” this year He
cites slower economic growth, high interest
rates and political uncertainty as having a
negative impact on demand for vacant town-
ship land But the group has the resources to
make additional investments 1n the property
OF mining sectors

Lower profit from property and a dismal
outlook for the gold operations are expected
to cause a “significant” fall in group profit
Last year the dividend was held at 140c¢
despite lower earmings, but Watt warns of a
dividend cut 1n financial 1991

Poor prospects are mirrored in the share

price which has plunged from its January
R30 highto R11 There 15 scant reason for a

IreCovery Pam Baskind
oG9
RAND MINE PROPERTIES

IN THE DUMPS (210)

A ﬂzllpse 1n profit from Rand Mines Proper-
ties’ gold recovery operations was mostly
offset by a sharp Increase 1n profit from 1ts




GOLD Fields of SA’s (GFSA’s)
‘December gold quarterly reports
show the group was margmally
successful 1n 1ts battle to reduce
production costs without re-
trenching staff.

Venterspost and Doorniontein 1m-
proved, but were still making losses
With the exception of Kloof, all of the
group’s gold mines showed better re-
sults than m the September quarter

‘., GFSA executive director Alan
Munro said yesterday “No jobs were
lost waithin the Gold Fields group
Fortunately we have two new 1mines
— Kloof's Leeudoorn section and
Northam Platinum — comung o0n
stream Recrwmitment has been very
easy for them”

' East Driefontein’s problem with its
No 2 shaft winder was solved and
tons muiled for the quarter recovered
to the levels of last year’s first two
quarters Munro said the mine’s un-
derground problems had eased, but it
was still short of stope-faces

“New faces are bemng developed
and the mine has a good long-term
future West Drie has to carry East
Drie for the moment,” Munro said

West Drie's yield improved to

'ROBERT LAING

11,3 g/t from 10,3 g/t This resulted
from the mine’s strategy of abandon-
ing the Main reef 1n favour of devel-
oping the shallower North Drie area

Munro said “Carbon leader mimng
in the new area Is producing good
grades — far better than expected”

Kloof was under strain, spending
heavily on capital Gold production
costs rose to R17 794/kg from
R17 375/kgof gold produced

Convert

“Kloof is 1n transition to a better
mining area, and moves ¢ost money
However, these production costs are
not sustamnable and overheads will
have to be reduced”

The development of Leeudoorn,
Kloof’s extension, 1s on track Munro
forecast that the new mine would be
malling 60000 tons a month from
March, increasing to 100009 tons a
month by July 1993 He distmissed
speculation that Leeudoorn would
need refmancing There were no
plans to list 1t separately on the JSE

Kloof must convert 1is debentures

into ordmary shares once Leeudoorn
reaches a sustainable milling rate of
100 000 tons a month

“Our peak cash requirement 1S now
to pay dividends in February Leeu-
doorn 1s five months late, but 1t’s full
steam ahead now”

Venterspost’s extension was going
well It was ahead of budget and
should intersect ore shortly The
mine would raise more money in No-
vember by exercising options on for-
ward sales Munro could not say
when the extension would start mak-
g profits

Libanon, one of GFSA’s older
mines, produced surprisingly good
results

“It 15 a 50-year-old mune that no-
body thought as game as it 18 We
were pleasantly surprised to find 1t
keeping its head above water so suc-
cessfully It was in deficit last year,
but 18 working 1ts way out”

Mining operations at Doornfontein
have not recommenced after two
fires in December killed a miner and
filled all shafts above the 35 level
with smoke

Deelkraal’s production was back to
normal after last quarter’s fire

Costs Costs
GOLD FIELDS Tons Gold per ton |per kg gold| Price Net
OF SA milled Yield |produced | milled | produced |recelved | profit
December Quarterly Report 000s g/ton kg R R R/kg ROOOs
720 82| 59236| 15223| 18503 | 31034 —
(277 gl 0 [ P — 695 81| 56052 159,79 19812 31754 -_ — —
705 11,31 79474 172,98 15345 31305 | 130899* | 86613°* 42.5*
West Drie.... . o 705 103! 72330 172,29 16791 | 31745 [108340° 63 216* 31,0*
540 125| 67762 223,28 17 794 311611 91318 |(32248) (26,6)
Kloof... .. e o ono 540 124| 6691,3| 21530 17375 | 31765) 97345 (33 416) (27,6)
390 36| 13951 128,23 35848 | 30938 (1243)|(14867) (73.6)
Venterspost S 390 35| 13693| 13591 38710 | 31732 (4382} (13 510) (76,8)
435 471 20625 139,15 29 348 31272 4696 2 409 6.0
LIbanON . coeme ee  sresessrernes » 435 A7 2047,2| 142,04 30182 31841 4301 1913 4.8
344 521 17928 191,18 36676 31449 | (3236)| (4020) (10,2)
DoornfontelN... v - 390 52| 20122 183,08 35484 | 31725| (6791) (12 704) (31,8)
395 57| 22484| 14565 25613 | 31765) 16040 | (3 008)
| Deelkrsal... + corervenre  wee 405 57| 23085| 14565 25554 15838 | (4702)

* Combimed resuits of both sections




Gold houses h

MOST of the large gold mimm
‘houses have indicated they would

consider forward selling of their gold
production i 1991

However, they would not give any
details of their plangs

Anglo American’s gold and uran:-
'um division chairman Clem Sunter
said the group was bullish about gold
In the longer term, and therefore did
not want to be caught short by selling
too much gold forward

Anglo did not have a dogmatic ap-

-—*——A

py to look at forward selling

| tracted this would deepen the exist-
PETER GALLI ,Ing world recession

proach to forward seiling, and took Gold Fields of SA {GFSA) execu-

hen they > tive director gold Alan Munro said
:E::entﬁgesgig PPOTHmIties when y-t' the firm’s practice of forward selling

Sunter said he was butlish abou w~ would continue to be reviewed con-

old 1n the long term because by the @ tinually
Igate 1990s ]ewgellery demand could A spokesman for Rand Mines said
outstrip total world production Jew- E\the group would take forward selln&g
ellery demand accounted for 80% of  opportunities when they arose A JCI
gold production 1n 1990 - spokesman said that, subject to the
A war in the Gulf would see a riseS? price bewng right, JCI would be 1n-
in the gold price, but 1f 1t were pro-  volved m forward selling




By Derek Tommey

Gold mines 1n the Gold
Fields group are beginning
to win the fight against ris-
ing costs and a static gold
price,

However, on the downside 18
the news that no plans have yet
been formulated for reopenng
Doornfontein, where operations
have been halted by a fire Doorn-
fontemn produced some R64 mil-
lion worth of gold in the Septern-
ber quarter

A batch of encouraging Decem-
ber quarterly reports 1ssued
today shows that several of the
groups mines were able to 1n-
crease therr profits in the quar-
ter Those that did not are ex-
pected to make this up by show-
g better result this quarter

The mines i1n the group In-
creased therr gold output from
27 341 kilograms to 28178 kulo-
grams, hifting group revenue
from R869,3 mithion to R881,5 mii-
hon and group working profit
from R272,6 mullion to R293,3 rml-
lion Working costs fell from
R596,7 milthon to R588,2 mzliion,
although tonnage milled dropped
from 3 589 500 to 3 535 332 tons

Development

Mr Alan Munro, GFSA’s exec-
utive director, gold, said the n-
crease 1n the yield from 7,6
grams to 8,0 grams a {on was a
“welcome development not be-
fore tune”

In the battle to cut costs, all
the mines were re-using every
piece of equipment, they were
feeding on the fat of the past, he
sald

He added that the GFSA group
was in the fortunate position of
not having actively retrenched

1600
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anyone, as it had two new mines
— Northam and Leeudoorn —
coming into production Leeu-
doorn would probably employ be-
tween 10 000 and 15 000 people

Driefontein, Libanon and
Deelkraal mcreased their profits
in the quarter Kiloof’s profits
were downbut profits were ex-
pected to recover tis quarter
Doornfontetn made good progress
towards returning to profitability,
until a fire halted production
Venterspost was able to reduce
its operating loss

The feature of the quarterhes
was the jump n the taxed prof-
1ts of Driefontein from
R103,3 million 1n the September
quarter to R130,9 mllion 1n the
December quarter Part of the
improvement was the result of
East Dries recovering from its
2500 ton loss of production In
the September quarter But the
mereased earnings was also the
result of a jump 1n the grade at
West Driefontein from 10,3 grams
to 11,3 grams a ton

Kloof’s profit dropped from
R97 3 milhon to R91,3 million,

mamly as a result of a jump In
costs from R21530 to R223,30 a
ton mulled, though a lower gold
price was also a contributory fac-

tor

Part of the cost increases was
the result of Kloof moving oper-
ations to better paymng areas At
Kloof’s twin, the developing mine,
Leeudoorn, work 1s gowmng ahead
in preparation for starting pro-
duction The metallurgical plant
15 bemng commusstoned and stop-
ing operations have started 1n the
67 Longwall, and 1t 1s hoped to
reach a milling rate of 60 000 tons
a month later this year

Production

Venterspost 1s under severe
strain, said Mr Munro, as it had
not much of 1ts old lease area
left to mine However, the aim
was to keep the old mine going
until 1ts new mine, now being
developed, starts production

Good progress was being made
opening Venterspost's new lease
area The 10 level haulage from
Venterspost No 1 Shaft had holed

with the No 4 Shaft complex
where the ore can be mined a
much lower cost than ore from
the old lease area This area will
give Venterspost a new lease of
hife The mne had a working 1oss
in the December quarter of
R6,7 milhion (September quarter,
loss of R95 mitlion), but this csh
outflow was partly offset by sun-
dry revenue of R5,5 million

(R4,9 mullion)

Vlakfontem, which 1s 1n the brink
of ending production, had a loss
R818 000 for the quarter, (Septem-
ber- loss R211 000)

Mr Munro said that the mne
had arranged the sale of its
shmes dams It also had a large
piece of freehold land for sale
The mine would have assets In
hand after meeting 1its shut-down

oblhigations

Deelkraal’s operations were af-
fected by a fire 1n the Decem-
ber quarter which led to the mull-
ing rate falling 9600 tons below
the planned figure An insurance
claim has not yet been subrmitted
Production should be back to nor-
mal this quarter The mine, which
had a taxed profit of R16,0 milion
(R15,8 million), 1s pushing to um-
prove 1ts yield, currently 5,7

grams a ton

Doornfontemn, which experi-
enced two fires i1 the December
quarter, reports a working loss of
R3,2 million for the quarter — an
improvement on the September
loss of R6,8 million

The first fire was extingushed
Attempts are being made to seal
off the second fire But its 1s at
the foot of the mine and smoke 1S
nising through the mine workings
creating a health hazard

Libanon improved 1ts taxed
profit ifrom R4,3 million to
R4 7 mllion helped by a drop n
costs from R142,04 to R139,15 a
ton mulled
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GFSA profit fruit of cost containment

GOLD Fields of SA kept ahead m the fight
to contamn operating costs without re- , ROBERT LAING

trenching miners mn the rter to end- “\miil throughput to drop to about 3,535-
December A ~ million tons (3,539-1111111011)

The aggregate pre-taxpro Hwas R350m &~ This decrease was offset by the increase
(R312m) with after-tax profit increasing to %y 1n average yield per ton of ore mifled to
R238m (R214m) The quarter-on-quarter _ 8,0g/t from 7 6g/t and gold production
Capex decrease was R12m to R204m g went up to 28 178kg (27 341kg)

i

Working costs dropped R9m to R588m
Underground fires 1n Deelkraal andw

Doornfontein, and winding down oper- ™ inereased prod

ations at Viakfontemn caused the group’s R88Im (R869m)




Cons Mo

A HIGHER gold recove
grade combined with lower
unit working costs to re-
store the Consolidated
Modderfontein {Cons Mod-
der) gold mune to profits n
the final quarter of Iast
year,

The mune, the largest
managed by Loucas Pour-
oulis’s Golden Dumps
group, added to its cash
flow by selling some of 1ts
residue dumps, but re-
mained reluctant to com-
mit large amounts to cap-
1tal projects

In contrast, the South
Roodepoort mine remamed
in the red as a lower overall
gold recovery grade large-
ly offset the advantages of
a substantial reduction of
umt costs,

Cons Modder converted

dder rest

ored

llmlfm_ﬁ_‘lw [

in the September quarter
o an operating profit of

R1,18m 1n the December
quarter
However, interest

charges swallowed most of
the operating profit, leay-
Ing a pre-tax surplus of
only R76 000 Below the line
cash flow was enhanced by
the R4,lm sale of dump
permits and materjal

The mme’s efforts at cost
control were helped by the
fact that operations were
not disrupted by work stop-
pages which adversely af-
fected costs 1n the Septem-
ber quarter

In addition retrenchment
payments had been
absorbed 1n earlter periods

Pouroulis was np-beat on

an operating loss of R2,09m  Cons Modder’s prospects at
" GOLDEN DUMPS Tons Gold
December milled Yield | produced

Quarterly Report 000

S g/ton

J g

® POUROULIS

a Press briefing yesterday
“We have equipped the
norih-east vertical as a new
shaft and concentrated de-
velopment at No 1 shaft-
Springs This mine has 50
years left in 1t — 1t hag
hardly been touched ”

He was less cheerful
about South Roodepoort
which reduced 1ts operating
loss to R358 000 in the De-

per kg gold]  Price
produced | received

R/kg

cember quarter from the

Septembe rter’s
R960 000 ( .L[;LS :
Operating were re-

duced with the help of |

sharp reductions m the

mine’s wnderground devel- |

opment rate

Pouroulis said “The
reefs are so spread out we
are foreed to spend three
times more on develop-
ment than other mupes
That’s our problem ”

Both mines are concen-
{rating on openmng up Kim-
berley reef reserves

“This will definitely
bring production costs
down at Cons Modder It
has a fifty-fifty chance of
working at South Roode-
poort, but we have work the
Kimberley reef to get at
new faces in the main reef
here.”

South Roodepoort 65 306 3,26 30629 (529) {529) {3.03)
Main Reef.... ... ... .. 65 795 3,74 31728 | (1099) (1099) (6,30)
Consolidated 116977 4,54 31 402 4176 660 1,33
Modderfonteln 121 952 f 3,89 37176 | 32366 (3137) { (6763) 4, (13,61)
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Merger lifts

New Wits

RﬂBE T LAILJ t”

ENLARGED New Wits’s
December mteum re-
port shows the company
increased its surplus on
realisation of invest-
ments to R13,35m from
R3,39m by merging with
Selectéd Mining and Wit
Deep'in November.
New Wits achieved
earnings a share of 65¢
(50c) and declared an un-
change dividend of 17e,
The three companies,
all owned by Gold Fields
of SA (GFSA), merged to
place themselves in a
better position to devel-

0p a mew mine in the |

Potchefstroom Gap.

In the second half of
last year R1,22m was
spent on exploration,

Vogelstroishalt Metal
Huldings reported a drop
in investment intome to
R15,19m (R20,03m).
Earmngs a share fell to
85¢ (114¢) and a dividend
of 60c was declared,
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forecast s/ 1!
By Derek Tommey uu l ql l%

Profits of Rand Mines Pmpemes?
in the three months ended Decer. *
ber were somewhat better thap Y
forecast, the chairman, Mr
Dammy Watt, told shareholders at
the anhual meeting m Johannes- 4-
burg yesterday.

In the annual report issued at
the end of October Mr Watt said i
that the group’s profits would be 4
signiftcantly lower mn 1990-1997 :
and that the 140c dividend would
not be mamtaned. ' L.

He told shareholders yesterday 1,
that the better-than-expected re. 5
sults were prompted partly by a .
margmally improved perfor- :
mance by the gold recovery oper- [z
ations but mainly by some proper- {2
ty sales comng through ahead of
schedule A &

However, he warned that the !
first quarter figures should not be
taken as an indication of what
will happen for the year as a
whole.

A new forecast of RMP’s prof- }:
Its would be given with the inter. i
1 results i May, ‘

Mr Watt said that depending |¢
on the profit flow the company %
was considering repeating its in- |7
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terim dividend of 40c a share and .
reducing the final. A
He said that drilling to the south {°
of the company’s minng title had g;f
confirmed that ore reserve grades 4

Similar to that previously mned if:
¥

were likely to persist.
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Dr Gulley said
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Lindum’s losses mount Q‘ﬁ
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By Derek Tommey S\d\\\\\\\“\\

Lindum Reefs, a new company
which works part of Randfon-
temn’s old lease area, had a net
loss of R1105000 for the De-
cember quarter This was a
sharp deterioration from the
R380 000 loss 1n the September
quarter.

The increased loss was the
result partly of retrenchment
costs following a reduction 1n
underground operations. This
resulted 1n a smaller tonnage
of ore being milled and gold
production falling from 116,5kg
in the September quarter to
91,16kg it the December quar-
ter, even though the yield
showed a small mcrease

The quarter’s loss from un-

derground operations was
R1,25 million (R620 000)

The directors says that the
grade of the wnderground
blocks accessed has been below
expectations and stoping has
been stopped at both Stubbs and
SD32 Shafts.

However, results from the
Ventersdorp Contact Reef are
still encouraging and the open-
ing up and stoping of the Kim-
berley reefs continued from

Monitor shaft

The company has also 1n-
creased the mulling of suriface
ore and this produced a profit of
R112 000 (R162 000) The com-
pany’s viability rests largely on
the grade of this material, say
the directors

Persbel agreement amendege
5 i

Persbel confirmed yesterday
that control of the group is now
not 1n question

In a statement management
said 1t did not wish to make any
comment on the recent active
trading 1n Persbel shares.

The statement follows specu- ™\
lation that Persbel was 1n-
volved 1n a hostile takeover nd "t:-
wiich pushed up Persbel shares
from around 250c to 600c at one ~
stage

The purpose of the raid ap-
parently was to gamn control of
Perskor, which 1s controlied by A
Persbel, and then to strip it of
1ts valuable assets, which were
worth more than its share
value -

To prevent this Persbel con-
cluded an agreement with the

Rembrandt group

. In terms of the agreement
certain printing and packaging
interest in the Rembrandt
group were acquired by Persbel
in exchange for the issue of new
shares

The statement confirms this
agreement which has since been
amended The acqusition has
been reduced from R17,38 mil-
lion, as previously announced,
to R11,29 million

As a result, the number of
new shares i1ssued by Persbel
has been reduced from 3,95 mil-
lion shares to 2,56 miilion
shares

Persbel will acquire a pro-
portionately smaller holding 1n
the Rembrandt subsidiary —
Sapa ;
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RAND Mimnes Properties (RMP) was no
optimustic about the future development of
new gold mines, chairman Dammy Watt
said at the company’s AGM yesterday

He said there was little enthusiasm
about starting a new mine 1n the Pilgrim’s
Rest area unless the gold price rose consid-
erably, and 1its drilling operation on Cen-
tral Wits remamned a long shot

Wwatt had to field a barrage of tough
questions from shareholders disgruntled
by his gloomy forecast 1n the annual report
for the year to end-March 1590 — released
in October — that dividends would not be
mamntamed 1n the light of RMP’s expected
lower earnings.

Watt told 1nvestors that while the gold
price had risen shghtly since he wrote his
report and RMP had used peaks as high as
$393 per ounce to make forward sales last

month, there were no real developments to
make him change his prediction

RMP would concentrate on refurbishing
dilapidated mining land for use as town-
ship land this year The prospects of push-
ng grades up and bringing production
costs down at RMP’s three gold reduction
plants remained bleak, he said

The head grade of slime processed at
RMP’s Crown Mmne gold recovery plant
dropped from 1,410 g/t In 1989 to 0,543 g/t
last year Watt said RMP was searching
for more high grade material to replenish
high-grade reserves

Exploration on Central Wits was con-
tinmng, with five of the 15 boreholes need-
ed to evaluate the feasibility of a new mine
completed
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Free State ore

vield probe
f“ - no 3wt
A PETER GALLI

MINING and exploration
company Target Explora-
tion 1s to undertake a de-
tailed driliing programme
io determine the nature, lo-
cation and extent of any
payable ore reserves in the
Odendaalsrus area of the
Free State, the pre-hsting

statement published today
says p N 1Y
, Target w rmed spe-

aifically for further explo-
ration of these mineral 1n-
terests, obtained from
Anglovaal’s Lorame gold

The drilling p
would cost about R36,0m
over a period of two years,
and followed positive bore-
hole results previously ob-
tamned, the statement said

Should the drilling re-
sults warrant 1, a further
programme would be un-
dertaken to determine the
feasibility of establishing a
new gold mine.

Applications have been
granted by the JSE for sep-
arate listings under the
Mining — Exploration sec-
tor for letters of allocation
“in respect,of 16,37-million
Target ordmary shares on
January 14 and for 21,8-mil-
lion Target ordinary shares

on February 7




RAND MINES FH ujjjq)
PAINFUL YEAR ==

For Rand Mines’ staff and shareholders the
1990 year was a mghtmare and there’s more
trouble to come 1 1991 as the group faces

— o
1 Gt Al A

Rctivities: Miming house with major invest-
ments in coal, gold, platimum, base munerals,
property and forestry

Control: Barlow Rand 74,4%

Chairmun and MD: D T Watt

Capital structure: 14,9m ords Market capital-
isation R894m

Share markes: Price R60 Yields 9,3% on
dividend, 26,5% on earnings, p e ratio, 3,8,
cover, 2,8 12-month tugh, R117, low, RGO
Trading volume last quarter, 35 760 shares

Year 10 Sep '87 ‘88 89 ‘90
Investments

Book value (Rm} 204 371 242 221

Market value (Rm) 671 611 5607 506
Attnb profit (Rm) 164 166 216 226
Earnings {c} 1369 1467 1929 1592
Dividends (c) 435 450 560 560
Net worth {R) 112,7 88,1 976 98,2

that anathema for a mining house — a cut
dividend

Conventional investment wisdom 18 that
mining houses are not supposed to cut divi-
dends They either diversify their interests to
balance the flows of income from therr
various cyclical businesses like Anglo
American Corp or, like Gold Fields of SA,
they follow a tight financial policy, holding
back funds in the good times to maintain
dividends 1n the rough years

Rand Mines does not have that financial
strength and 1ts recent attempts at diversifi-

cation have yet to pay off Markets for the
house’s one trump card, coal, have tempor-
arily weakened, resulting 1n chairman
Dammy Watt’s prediction that profit from
coal will also drop in 1991, despite a full
year’s contribution from the new acquisition,
Middelburg Colliery

Much went wrong during 1990 The dis-
mal ERPM saga continued while two new
mines, Vansa Vanadium and Barbrook gold
mine had to be closed, while gold output
from the flagship gold producer Harmony
was cut by a fifth in an attempt to restore
profitability Barplat’s Crocodile Raver plati-
num mine hit full first-phase production five
months behind schedule, putting further
financial strain on Barplats and halting pro-
gress at Kennedy’s Vale mine

The only sector to perform well was coal,
which contnibuted R163m — 72% — of
group attributable earnings Coal earnings
were 15,2% up on the R142m earned 1n
1989, thanks to better coal export prices and
nine months’ contrnibution to earnmings from

A stable rand means there 1s no, or hittle,
compensation from this source for the min-
ing companes where costs are still rising at
the inflation rate or faster Watt reckons coal
earnings will drop despite additional profit
from Middelburg

Barlow Rand cannot be too happy about
the situation as Rand Mines contributes a
fifth of Barlow’s attributable earmngs Bar-
low chairman designate Warren Clewlow
says “‘Prospects for the mimng division 1n its
present form and under present world pre-
cious metal and commodity market cond:-
tions are not favourable The entire asset
portfolio of Rand Mines 1s beng reviewed
and 1t can be expected the cash position of
the division will be strengthened by disposal
of underperformmg assets and non-core
businesses ”’

The Rand Mines report shows the group
has sold 20% of 1ts 5m shares 1n Harmony, as
well as smaller proportions of its stakes in
Durban Deep and ERPM Watt says the
group 1s still overexposed to marginal gold
mines, s0 the disinvestment programme will
continue,

The market has knocked the share prnice
down to R60 from R72,50 a month ago That

compares with the 12-month high of R117
The historical dividend yield of 9,3% 1s more
than double the sector average, reflecting the.
cut to come and Rand Mines’ poor rating

F L I L il

Rand Mines

16000 ,

Source J D Andorson

against the other mining houses

However, at these levels the share may be
worth buying if you are prepared to take the
risk of mvesting in a trough 1n anticipation of
better times Recovery could come 1 1992
through an improvement 1n the coal market,
where the SA exporters stand to gain from
the hifting of sanctions, which would remove
the political discount on their prices

Middelburg Colliery But higher coal rev- I Brendan Ryan |

enues were hit by the interest charges on
loans the group raised to buy 1ts stake n
Middelburg

Middelburg contributes for a full year
1991, but the coal market has softened with
an oversupply of product coming mainly
from Australian producers. Coal consumers
have taken full advantage to dig 1n their
heels on price negotiations for 1991 dehvery
Price negotiations are still under way with
many customers, but 1t appears SA com-

panies are being forced to settle for increases
ranging from 1%-4% above last year’s prices

around US$31/t

— T U SR —
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CSO DIAMOND SALES @ e )4l

CAN THE MARKET HOLD?

As expecied, 1990 has turned out to be a
continuation of the consohdation phase 1n
the diamond market which started in 1989,

CONSOLIDATION PERIOD

In dollar terms, CSO rough sales edged up €SO Sales
2% last year to UUS$4,167bn, narrowly fail-
ing to equal the record level set in 1988 'ﬁ S z}‘ﬂ . il 158 hole 2‘?‘: . o
The state of the market 15, however, re- il 1st hu a ut 131 halt - Znd wa u
us 4172 2317 1769 4086 2477 1690 4 167
vealed more clearly n the half-yearly fig- Flm$m 9476 5916 4745 10661 6460 4337 10797
ures. In the first six months of 1990, sales Ave R/$rate 2,2713 2,5633 12,6823 2,6092 2,6080 2,5663 2,5911

were up by 6,9% on the 1989 first-half, but in
the second six months they were down by
4,5% on the corresponding pertod last year
With an average price increase of 5,5% tak-
mg effect 1n March 1990, sales volumes
plainly fell in 1990, making 1t the second
consecutive year of real contraction in the
market

In rand terms, the situation was not much
different as the rand/dollar rate remained
reascnably stable Sales rose marginallytoa
new high of R10,8bn, but there was a consid-
erable drop in the second s:x months

“It seems the deal entered into at mid-year
with the Soviet Union, whereby De Beers
Centenary acquired the exclusive nght to
market Soviet goods, essentially formaliised
therr existing relationship,” says Keith
Bright of Edey, Rogers “No additional
stones seemed to flow through the CSO

channel.”

Most of the second-haif sales decline came
from the slowdown in the US economy,
which has ewvidently become more severe
than the authorities were imtially admitting
Offtake in Japan and Germany showed only
modest declines.

For the current year the market outloock
will depend heavily on the US recession, but
most analysts are looking to pretty much
unchanged figures Says Willlam Bowler of
Fergusson Bros. “Going into 1991, the sights
are htkely to be weak relative to the corre-
sponding ones last year Sales early 1n 1990
were relatively strong and they are unhkely
to be maintained at that level during the first
half of 1991 However, during the second si1x
months sales should be up on last year’s

softer levels,”
Another prominent anaiyst feels that the

traditional seasonality of the market — sales
higher in the first half than in the second half
—— will be broken for the first time 1n five
years Of course, these more sanguine views
assume that world economies and market
sentiment will start recovering from about
midyear

The CSO has indicated 1t would like to
raise¢ diamond prices 1n line with the interna-
tional inflation rate and wiil look to smaller,
but possibly more frequent price rises, than
sometimes seen 1n the past The trade re-
acted extremely negatively to the 15,5%
price increase mm 1989 and the CSO had to
keep a tight rein on the market to support its
action

“At present, with a soft market, I would
look to a 3%-5% price increase 1n the first or
second quarters,” says Bowler “Diamonds
are a dollar commodity and, with the dollar
weak, the group will probably be secking
some compensation ** With volumes likely to
be down during 1991, a price increase could
enable sales to hold steady in nominal terms

A Gulf war probably would not have a
significant impact on demand for diamonds
There could, however, be some disruption 1if
Israel, an important cutting centre, becomes
embroiled 1n 1t — as 15 probably inevitable
In such an event, the CSO would be forced to
add to 1its rough stockpile

De Beers’ results for- 1990 should be
shightly better than the CSO sales figures
may 1mply Firstly, fewer of the low quality
(and low margin) Indian goods were sold last
year, following the Indian trade’s overstock-
ing in 1989 This could resuit 1n a better mix
of stones with a higher margin

Secondly, both investment income and 1n-
terest income are expected to be shightly up
on the previous year There could also be a

boost from a lower tax rate for De Beers, as |

capital spending at Venetia 15 bui'ding up

Analysts are looking to an attributable
earnings rise of about 4% for 1990 and a
dividend per linked umt of 300c¢, compared
with De Beers’ 1989 payout of 280c Given
the uncertainties about the world economy
and potential war 1n the Middle East, the
1991 resuits are exceptionally difficult to

forecast Analysts were generally reluctant
to be specific at this stage, but the feehng 1s
that the group will remain 1n what chairman
Juhan Ogilvie Thompson called a consolida-
tion phase

There 15 lhittle potential for earnings
growth While diamond sales will at best
remain static and investment income 1s also
likely to be flat, interest income wiil prob-
ably fall Declining sales volumes imply a
rise 1n the stockpile, placing pressure on cash
resources And international interest rates
are poised to drop

Financial effects of last year’s deal with
the Soviet Umion have yet to be seen This
mvolved a five-year $1bn loan to Glavaimaz-
zoloto, the USSR’s department of precious
metals and minerals, which was “financed
from Centenary’s own cash resouces and
loan facilities ” The advance was at “mar-
ket-related rates” and the effect on the in-
come statement 15 unhkely to be large

Centenary 18 concluding an agreement
with the Angolan State diamond muining
company, Endiama, along similar lines. For
the right to market production of the Cuango
region 1in Angola, Centenary will lend $50m
to Endiama to extend the alluvial production
from Cuango (Fox January 4)

Despite the uncertainties, analysts agree
that the share 1s cheap at around 6 275¢
“The yiield 15 protecting De Beers,” says
Charles Booth of J D Anderson “We have
rarely seen an earnings yield higher than the
present 16,8% and 1 doubt it counld increase
much more The share could fall to R60, but
anything lower would be shortlived ™

On the other hand, nobody 1s predicting
the price will return soon to last year’s peaks
above R100 Talk about “uncoupling” De
Beers has faded and 1t’s back to the funda-

mentals for what remains a cyclical business
Gillian Findlay

TARGET EXPLORATIO@

| TOUGH TASK AHEAD

FM MN[0
Loraine’s Target Exploration 1s being
launched at a time when conditions on the

JSE are arguably the worst 1n recent years
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for the listing of a mining exploration com- |

pany, particularly one mvolving a deep-level
gold project

Target intends raising R45m through a
one-for-one nghts 1ssue to Loraine share-
holders, at 275¢ a share The money 1s 1n-
tended to fund a two-year drilhng pro-
gramme on ground north of the present
Loraine lease are¢a, where drilling to date has
shown some promising results

Problem 1s, the market dealt savagely at
the end of last year with the South Deep
Exploration (Soudex) issue, while even blue-
chip Anglo American Gold Investment’s
rights 1ssue to fund the Moab extension at
Vaal Reefs was panned

Only 30% of Western Areas’ 1ssue of Sou-
dex shares at R14,30 each was taken up,
with underwriter JCI collecting the rest The
share price has since collapsed to current
levels around 680c Amgold’s rights offer at
R230 a share was only 82,9% subscribed
Underwriter Anglo American collected the
rest of the shares, raising 1ts stake in Amgold
to 50,4%, with the result that Amgold 18 now
an Anglo subsidiary.

Rejection of the Soudex 1ssue by Western
Areas shareholders appears t0 have been
retnforced by the way JCI structured the
deal Gold Fields Properties (GF Props) and
JCI-controlled exploration company Free
State Development (Freddev) passed their
entitlements 1n Soudex through to their
shareholders at 675¢ a share, compared with
the R14,30 that Western Areas sharcholders
had to cough up

Even so, only 41% of the Freddev 1ssue was
subscribed for, while 76% of GF Props’
shareholders took up their entitlements It's
worth noting that the Soudex price 15 now
about equal to the Freddev/GF Props 1ssue
price

The South Deep prospect 1s one of the
large new gold mining projects being looked
at by the industry, while the Moab project
would be an extenston to the blue-chip mine,
Vaal Reefs In contrast, Loraine 1s a margin-
al gold mine battling to survive under present
conditions While the imtral borehole results
released for the northern area contamed
good values, some JSE analysts reckon they
are not good encugh, given the depth of the
orecbody, to attract mvestor interest under
current gold market conditions

Three critical years of rising costs and, on
average, static gold prices have even soured
some of the major mming houses on deep-
level gold projects Comments one gold ana-
lyst “Just look at the way GFSA passed up
its stake 1 South Deep by allowing GF
Props to pass the shares through The house
would never have done that under better
conditions for the industry ”

Unless there 1s a sudden surge in the gold
price, 1t seems that the underwriter, Anglo-
vaal, could wind up with much of the Target
1ssue

Anglovaal executive director David Crowe
tells the FM. “Obviously there could be
better timing for the 1ssue, but we have
decided that the dmlling work must go

Anglovaal’s Crowe drilling
must go on @
FM gy .
ahead While Anglovaal would not wish to
end up hoiding most of the shares, we cer-
tainly would not cry about 1t should that
happen ”

Leaner times for the mining exploration
companies appear to be one of the reasons for
the merger of Potchefstroom Gold Areas
(PGA) with Lydenburg Exploration (Ly-
dex), which will be put to Lydex sharehold-
ers for approval on January 15 Terms are
the 1ssue of 115 Lydex shares for every 100

PGA shares held
The deal results from the joint purchase

by both compames of 44 Mt of gold-bearing
dump matenal from ERPM PGA’s major
interests untiy then were in the Potchef-
stroom Gap where a number of deep gold
deposits are being drilled out Putting PGA
into Lydex exposes PGA shareholders to a
wider range of prospects, some of which
should be brought to account far sooner than
Potch Gap gold mines It also cuts out com-
petition and conflicts of interest between the
companies, which were linked through a
cross-shareholding with three directors sit-
ting on the boards of both companies

Brendan Ryan

OHIO
LITTLE CHEER

Ohio shareholders, whe have been 1n the dark
about the group’s performance for more than
a year, are at last being given an insight into
the problems facing this computer supplier

The company’s 1990 annual report, con-
taining audited figures for the 12 months to
February 1990, 1s expected to be distributed
later this month

Unaudited figures for the 1990 year, with
an mtermm report for the subsequent three
quarters to November, were released by the
company on December 31 Ohio chairman
Rob Brothers says he expects the company’s
accounts to be signed by the firm’s auditors
this week and foresees no matenal change If
this 15 the case, there 15 little joy 1n store for

.3
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| shareholders

According to the figures published at the
end of last month, Ohio ran up an attribut-
able loss of R6,4m 1n the 12 months to
February 1990, compared with a shortfall of
R5m for the previous year Brothers attri-
butes much of last year’s deficit to loss-
making operations — including the now h-
quidated Thruput subsidiary — that have
been discontinued

Shareholders’ interest of R3,1m at the end
of the 1989 financial year was whittled away
to a deficit of R2,5m Only the presence of
debentures valued at R2,6m ensured that
there was any permanent capital at all

Brothers says approval was sought from
the Registrar of Compames to delay the
publication of results because of uncertain-
ties over warranties relating to the sale of the
business and assets of Polygon Systems to
TSI The matter was put into arbitration in
October

He says the published balance sheet in-
cludes provision for the outcome of the arbi-
tration, though he declines to quant:fy such
provisions “The only quahfication in the
accounts revolves around the warranties 1
don’t expect any changes in the figures,”
says Brothers

Both Brothers and TSI director Peter Ib-
botson expect the arbitration to be complete
within a couple of months

Ohio sold the business and assets of Poly-
gon to TSI for R11,25m in January 1989,
less than a year after 1t bought the company
from 1ts founders More than R6m received
from TSI was paid to the original vendors of
the company and Ohio lost an estimated
R200 000 on the transaction

Ohio has undergone a major reorganisa-
tton 1n the past 12 months — including the
sheddmg of Thruput — 1n order to focus on
providing computer solutions Also, the com-
pany’s capital has been restructured in an
attempt to improve hquudity, profitability
and long-term asset value

Brothers 1s optimistic that the company
has finailly turned the corner and wilt record
a small profit at the end of the current year
— though he warns 1t will take another two
vears before shareholders’ funds are again 1n
the black There will be no dividends until
this happens, he says

According to the interim report, Ohio pro-
duced profits in its last two quarters Howey-
er, most of the operating income generated 1n
the first nine months was wiped out by inter-
est charges EPS to date stands at a mere
0,06¢c Looking on the bright side, this 1s an
improvement on the losses of 22,6¢c and 23ca
share produced in the previous two years

MESSINA £ M 11} 14 @
SELLING ASSETS

In what amounts to a management buy-out,
Messina 15 to sell its non-platinum mining
interests to Messina Investments Ltd (MIL),

62 « FINANCIAL MAIL » JANUARY » 11 » 1891

£ -



Fall in base metal prices
hits Gold F 1el

@f'_'l i g\\Uc)
ha c”HTm Hepweed would not speculate on

DECEMBER quarter results
from the base metal operations
managed by Gold Fields of SA
(GFSA) reﬂeeted the long-term
decline 1n metal prices as profits
fell across the board.

However, Gold Fields Coal proved
an exeeptzen to the drop 1n beee met-
al profits

GFSA director John Hopwood said
yesterday average prices for copper,
lead, zine and silver were 15% to 20%
lower than the previous quarter

“This was the quarter when the
long-predicted decline in base metal
prices arrived,” he said This had ad
inevitably adverse affects on com-
pany results

GFSA was “not unhappy” with the
performance of its mines, but Hop-
wood expected weaker prices and a
stronger rand would continue to af-
fect results into the next guarter

Gold Fields Namibia posted an
aiter-tax loss of R1,05m compared
with a R5,06m profit for the previous

efter-tex reflt fell 75% to R3,6m
(R14,1m)

Hopwood saild margins 1n the
Nam:bian operations centred on Tsu-
meb were small even when prices
were good, but the decline 1n prices
and poor sales, which he attributed to
transport problems and unfavourable
shipping schedules, combined to pro-
duce poor resuits for the quarter

Copper sales dropped to 7 525 tons
from 8199 tons, lead to 6 148 tons
from 8 929 tons, and salver to 20 tons
from 22 tons

He said Namibian independence
had adversely affected operations, as
the morale of skilled labour fell,
while the expectations of the un-
skilled labour force rose dramatical-
ly Productivity had suffered as both
groups “were not on the job” in 1990

Rootberg Tin remained under pres-
sure although 1t posted a further re-
duction 1n 1fs pre-tax loss to R436 000

proflts

R3,5m for the year to December

the future of the mine, which he said
last year was hikely to close without a
sustained increase in the tin price
Closing the mine or reducing oper-
ations to care and mamntenance
would be expensive, but there was no
room to restructure Roorberg further.

Rooiberg was maintaming produc-
tion at 1989 levels of 20 tons a month
while only 70% operational, the
mine’s A shaft was closed last year
Tin would have to rise t0 between
R17000 and R18000 a ton for the
mine to break even — the current
price 1s R15 200 a ton — and manage-
ment was prepared to run the mine
on the basis of minimal losses for the
time being

Gold Fields Coal posted an after-
tax profit of R7,24m (R4,36m) but
costs rose by 33,9% compared with a
28,9% rise 1n profits

Hopwood said the results were dis-

appomnting but margins were being f

—

squeezed

querte_r, Lw!ule Black Mountain’s

(R519 000) to give a total loss of
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GFSA “Profits s
by 29% to R1

Own Correspondent{ 2.

JOHANNESBURG — Reduced inco 0

Jor gold mines saw Gold Fields of SA’s 1fiterim
attributable profits for the half-year ending Decem-
ber shide 29.5% to R134m (R190m)

This translated into an equivalent fall 1n interim
earnings a share to 140c¢ (198c), though the mterim
dividend was mamntamed at 70c Dividend cover
accordingly dropped from 2.8 to 2 times

Instrumental 1n the less than satisfactory mad-
year showing was the fall 1n Investment income —
the mainstay of GFSA’s revenue — to R136m
(R159m)

GFSA corporate finance executive director Alan
Wright attributed this largely to reduced gold earn-
ings — illustrated recently by reduced interim divi-
dends from Kloof and Deelkraal, two major produe-
€rs,

Overall revenue was further reduced by an ab-
sence of profit on realisation of 1Investments (R31m
profit last time around),
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Anglova/g!g u

50ld p

amid $tat

U
JOHANNESBURG — The gol
mines in the Anglovaal Group re-
ceived fairly static gold prices in the
December quarter, but the mines’
total taxed profit 1ncreased to
R39.26m (R37,87Tm)

Costs were well contained and total
gold production rose by 43kg from
10 349kg to 10 392kg The mines’ total
tax bill decreased to R33,13m
(R40,19m)

Costs were generally very well con-
tained’at all the mines with Loraine
and ETC reporting decreased costs,
while Village and Harties figures
were only slightly higher than the pre-
vious quarter

The total capex bill increased to
R10,56m (R9,14m).

The mines have sold forward por-
tions of their gold production over the
next three quarters

Hartebeestfontein milled 752 000
(757 000) tons and, with the yield un-
changed at 9,1g/t, gold recovered de-
creased shightly to 6 845kg (6 874kg)

Revenue was higher at R31 862
(R31261) per kg, but the lower mill
throughput lifted costs to R23 829
(R23 441) per kg

Taxation and the state’s share of
profit dropped by 14% to R314lm
(R36,44m), resulting in an after-tax
profit of R34,39m (R34,54m)

Capex was higher at R7,42m, while
loan repayments totalled R478 000
(R422 000)

ETC’s mill throughput increased to
82 200kg (81 100kg) and, combined with
a higher yield of 10,1g/t (9,7g/t), led to
828kg (785kg) of gold being recovered

Pre-tax profit dropped to R5,24m
(R7,58m) and, because of a decreased
tax charge of R1,25m (R3,59m), largely
as a result of higher capex, the after-
tax profit was shghtly up at R3,99m
(R3,98m) Capital expenditure totalled
R1,68m (R790 000)

Loraine’s ore milled decreased by
92, to 372 000 (378 000) tons and this,
together with a higher yield of 5,2g/t
(5,1g/t), led to an increase 1n gold pro-

———
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ction to 1943kg (1 920kg)

Revenue was down at R31 766
(R32 046) per kg, and cosis were re-
duced to R33 052 (R34 000) per kg The
end result was a reduced working loss
of R1 286 (R1 954 — loss) per kg and a
tot:;l working loss of R2,49m (R3,70m
— 1088)

The tax charge was R356 000
(R182 000) which resulted 1n an after-
tax profit of R312 000 (R1,16m — loss)

Village Main Reef milled 205300
(192 300) tons with an average yield of
0,93g/t (0,98g/t), leading to gold produc-
tion of 191kg {189ke)

Revenue per kg was marginally
higher but costs rose to R28 230
(R27 651) per kg

Capex totalled R111 000 (R18 000 —
recoupment) and the tax charge was
lower at R121000 (R341000) The
after-tax profit rose to R563 000
(R503 000)

Prieska milled 380 000 (402 000) tons,
with underground ore treated rising
to 132 000 (106 400) tons and the bal-
ance of* 248 000 (295 600) tons belng
drawn from the low-grade surface
dumps

This all resulted 1n an increased
production of both copper and zinc
concentrates — the former was 511
tons higher and the latter was 2379
tons up Copper despatches were
higher at 3 820 (8 123) tons and zinc
despatched totalled 6 255 (12 466) tons

This, together with final price deter-
minations on despatches made during
previous quarters, resulted 1n’'an op-
erating loss of R2,28m (R2,95m — prof-
1f)

Non-mning income improved ihis
to a pre-tax loss of R1,66m (R3,86m —
profit) This resulted in a tax credit of
R2.09m (R2,09m — debit) which left an
after-tax profit of 426 000 (R1,78m)

In a notice sent to shareholders dur-
ing the quarter under review, it was
announced that the mine will cease
prnsductmn at the end of January 1991
— ana * F . -



Anglovaal holds
in battle

HIGHER rand gold prices
helped Anglovaal’s two largest
gold mines counter the effects of
rising costs in the December
quarter

The group’s mines were relatively
active 1n hedging future gold rev-
enues, though this did not give rise to
appreciably higher rand gold prices
than those received by other houses
in the past quarter |

Hartebeestfontein, the group’s/

largest mine, increased 1ts operating
profit, while Lorame cut its working
loss from the September quarter’s
level

In contrast, Eastern Transvaal
Consolidated suffered a small profit
decline despite mumng higher-grade

b
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ROBERT LAING

ore than in the September quarter

Harties continued to suffer irom
the shortages of payable stope face
which have curbed ore production
levels since last March Development
was not mncreased to accelerate the
opening of new stopes mn payable
areas

In any event, analysts pointed out,
the focus of mining 1s gradually shaft-
g westwards towards the lower-
grade areas of the old Zandpan prop-
erty and greater development rates
might not be appropriate at present

As 1t was, the December quarter’s
sampling disclosed lower ore grades
than the September quarter

of Tisin
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COStS

ET Cons mcreased its ore mlling
rate and yield, more by hazard than
design according to Juhan Gwillim, a
spokesman for the mining house

Gwillim said there was no deliber-
ate attempt to switch production to-
wards richer ore zones and added
that the grade increase was likely to
be temporary

Loraine, which has floaied off 1its
Target exploration venture, man-
aged to show a shght increase 1n 1ts
ore recovery grade and cut capital
spending

Village Mamn Reef, whick repro._

cesses old residue dumps, cut 1ts gold
production cost m the December

guarter However this failed to offset

the effects of a lower recovery grade

1 Costs Costs Profit EPS
ANGLOVAAL Tons Goid per ton [per kg gold| Price Net after after |
December Quarter milled Yield | produced | milled | produced | recelved profit capex capex

000s g/ton kg R R R/kg RO00s R000s cents
—____.__—_‘.———M_l—'r"_'—"_-—_-—_-—
Hartbeesfontein 752 g1 6 845 216,90 23 829 31 862 34392 26976 24,0
797 9,1 6 874 212,86 23 441 31261 | 34536 28 289 25,3
Loraine '+ 372 52| 1943| 17263 33052| 31766| 312 (1036)| (63) |
) 378 51| 1920| 172,70| 34000 32046 | (1161)| (3280)| (20,0) |
ETCons i 82,2 10,1 828 | 224.45| 22283} 31071 3991 2311 2,7
81,1 9,7 785 218,56 22 580 31 506 3987 3197 3,7
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Controlling stake in Rand Leases sold

A EUROPEAN consortium bought the con-
troliing stake in Rand Leases Gold Minng
Co, sold with some difficulty last month by
the Severin Mimng & Development Com-
pany (SMD), SMD director Franka Severin
said yesterday 3 jaswz ibl111]}

The foreign buyer, whom she said al-
ready had a stake in Rand Leases, acquired
control on December 24 On December 19
SMD 1ssued a cautionary anhouncement
that 1t was negotiating the sale at a price
lower than the current market price

In the event, 95,3-million Rand Lease
shares, 81% of the total, weresold at 7,3c a
share, 75% below their current market
value, and in contrast to a January 1990
peak of 275¢,

Severin said the decision to sell 1ts con-
trolling mterest was “poorly received” on
the SA market The company was “lucky”
to have found a buyer 1n the end

| MATTHEW CURTIN _ |

In June, SMD reported the low gold
price and rising costs had led to restructur-
mg at the mine after a R12,8m year-end
loss In August, Rand Leases announced a
R3%mn rights offer to reduce the mine’s
R28m debt Al qb

Severin said Rand Leases had lost its
horrowing capability, prompting the dect-
sion to make debi reduction & priority

But SMD had to take up most of the 106-
million share 1ssue at 30c, after only 4,3%
were taken up Members were ofiered 900
new shares for every 100 held

Analyst Peter Bahneman said yesterday
the prospects for Rand Leases were not
good Only a large rise in the gold price
would improve the mine’s marginal status
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profit from cost

The four gold mines 1n the Ang-
lovaal Group received fairly
static gold prices in the Decem-
ber quarter, but costs were well
contamned and total gold pro-
duction rose by 43kg

According to quarterly re-
sults released yesterday, the
four mines’ total taxed profit
for the quarter was R39 258 000
{R37 865 000)

The mines’ total tax hill de-
creased to R33134000
(R40 199 000) while gold produc-
tion increased shghtly to
10392kg (10349kg)

Costs were generally very
well contained at all the mines
with Loraine and ETC reporting
decreased costs, while Village
and Harties figures were only
slightly higher than the prewvi-
ous gquarter

The total capex bill increased
to R10 555 000 (R9 138 000}

The mines have sold forward
portions of thewr gold produc-
tion over the next three quar-
ters

Hartebeestfontein milied
762000 (757000) tons and, with
the yield unchanged at 9,1 g/t,
gold recovered decreased
shghtly to 6845 (6874)kg

Revenue was higher at
R31862 (R31261) per kg, but the
lower mill throughput lifted
costs to R23829 (R23441) per kg
leaving a slightly higher profit
of R8033 (R7820) per kg

Taxation and State’s share of
profit dropped by 14 percent to
R31 406 000 {R36 444 000), result-
mmg 1n an after-tax profit of
R34 392 000 (R34 536 000).

Capex was higher ‘at
R7 416 000, while loan repay-
ments totalled R478 000

ETC’s mill throughput in-
creased to 82200 (81100) tons
and, cm;nhi‘nsd with a higher

L

R —

yield of 10,1 {9,7) g/t, led to 828
(785) kg of gold being recovered

Pre-tax profit dropped to
R5 242 000 (R7583000) and, be-
cause of a decreased tax charge
of R1251 000 (R3 596 000), large-
ly as a result of mgher capex,
the after-tax profit was slightly
up at R3 991 000 (R3 987 000)

Loraine’s ore milled de-
creased by two percent to
372000 (378000} tons and this, to-
gether with a higher yield of 5,2
(5,1) g/t, led to an 1ncrease 1n
gold production at 1943 (1920)
kg

Revenue was down at R31766
(R32046) per kg, and costs were
reduced to R33052 (R34000) per
kg The end result was a re-
duced working loss of R1286
{R1954 loss) per kg and a total
working loss of R2 498 000
(R3 752 000 loss)

The tax charge was R356 000
(R182 000 credit) which resulted
In an after-tax profit of
R312 000 (R1 161 000 loss)

Village Main Reefmilled
205300 (192300) tons with an av-
erage yield of 0,93 (0,98) g/t,
leading to gold production of
191 (189) kg

Revenue per kg was margin-
ally higher but costs rose to
R28 230 (R27 651) per kg

S g%d mines
24

control

The tax charge was lower at
R121000 (R341000) and the after-
tax profit rose to R563000

{R503000)

Prieska milled 380000 (492000)
tons, with underground ore
treated rising to 132000 (106400)
tons and the balance of 248000
(295600) tons bewng drawn from
the low-grade surface dumps

This all resulted in increased
production of beth copper and
zinc concentrates the former
was 511 tons higher and the lat-
ter 2375 tons up Copper de-
spatches were higher at 3820
(3123) tons and zinc despatched
totalled 6255 (12466) tons

This, together with final price
determinations on despatches
made during previous gquarters,
resulted mn an operating loss of
R2 293 000 (R2 951 000 profit)

Non-miming income 1mproved
this to a pre-tax loss of
R1663 000 {(R3 865 000 profit)
This resulted 1n a tax credit of
R2 089000 (R2 089 000 debit)
which left an after-tax profit of
R426000 (R1 776 000)

In a notice sent to sharehold-
ers during the quarter under re-
view, 1t was announced that the
mine will cease production at
the end of January 1991 — Sapa
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Zimbabwe judge in 1989 Etal‘. SaleS d OWn b

threat to land law B 190 -
MICHAEL unnrmcu(ﬂ(i MOTOR manufactutdrs ended 1 dismal

- : 1990 with new passenger vehicle sales for
fﬁ,ﬁgﬁmﬁ;ﬂgaﬂz’; Eifglﬁidgi aien?eag | December plummeting to the lowest  Jeased yesterday by the Nationa) Associ-
at removing safeguards against the nation. monthly level in four years, figures re-  ation of Automobile Manufacturers of SA

ahisation of land, and threatened that the (Naamsa) showed
courts might declare the law invalid Confirming the downturn in the eco-

Chief Justice Anthon Gubbay's open nomy, December car sales decreased 5%
challenge to President %{abert ﬁugaggs t0 13 198 units compared with 13 875 in the

government seems likely to draw Zim. corresponding month last year

; The monthly and yearly sales figures
baSb;vEEaiijnugd gﬂﬂ;ls ﬁg?l&ga‘;rugiﬂtﬂg igg:;ﬁ:?i:f were adversely affected by the serious 1n-

the Supreme Court term, the judge warned dustrial unrest and work stoppages at
that a?though Lancaster Hnjusegeonstitu- Volkswagen and Mercedes Benz during the

d half of the year and the fewer trad.
« tlonal guarantees had elapsed, the govern- secon y
i ment did not have unquestionable power to Ing days in December
{ enactlaws “destroying the very fo io Total passenger vehicle sales for ]ast
or structure of the cunstitutjon"%g year showed a drop of 5% to 209 603 units
He predicted the judiciary would pro- against the 221 342 units recorded in 1989,

nounce invalid any law to that effect. according to Naamsa figyres
He said removing the right of appeat to Only medium Commercial vehicles

the courts over compensation payments, (MCV) managed a marginaj improvement
reduced constitutional pledges of “fajr” Graphic: FIONA KRISCH  Source NAAMSA [J To Page 2
treatment to “an empty handed gesture”, . - - -

GFSA interim profits slide nearly 30%

At the heart of the crisis are Mugabe’s
plans to settle 110 ﬂﬂohpeaism}t families on
a-mtllion hectares in the h ghly productive REDUCED income from its major gold

mines saw Gold Fields of SA's interim
ing December slide 295% to Ri34m cently by reduced interim dividends from

]
]
:
i matize and tobacco farming belt, which is
f largely in the hands of 4 500 white farmers
(R180m) g{pamt J,11\ gy Deelkraal
i This transiated into an eqquivalent fall in Kl;ii:ﬁ r:;lanf:u;;:?uﬁ:je {:-rrpe Tudcl:;e;?

e bl LN Bk o n = [¥]

New car salns

all %

The farms were worth R3hn at market
prices, but only R540m has reportedly been
set aside for compensation,
pecten s o ghs the Bill into o 28 | interim pernings a share to 140c (198c), an absence of profit on realisation of in-
though the interim dividend was main- tments (R31 ft l
tained at 70c Dividend cover accordingly ~ Vestments (R31m profut last time around}
dropped from 2,8 to 2 times. With surplus cash and 3 low stock mar-

expected, a constitutional crisis appears
Instrumental in the less than satisfac.  ket, GFSA had not fei ﬁii necessity to

Chief Justice Gubbay said he had to
allay citizens’ fears “that the Judiciary’s
power to enforce the basie rights and free.
doms of the individual is now 1n jeopardy”

The judge also condemned 2 constitu-
tional attempt to remnstate wh; ping as a
legal punishment HIPas |y 4\

Inevitable, as judges cannot be sacked
tory mud-year showing was the fall 1n fn.  deal, Wright saig '

vestment income — the mainstay of He said that with a e developments
GFSA’s revenue — to R136m (R159m) in the world economy and continuing

GFSA corporate finance executive di-  strain op gold, the trend was likely to
rector Alan Wright attributed this largely  persist for the remainder of the year

s g o

dicuss and negotiate,” said Alberts
One of these was hunting, said Kagga

)
CAPE TOWN - Members of a des%tutew\
tribe of Kho1 San people were resettled

yesterday on a game farm in the north. said Hester Alberts, who markets the Kamma manager Jopie du Preez “They
western Cape — an area where theyr an- farm “The men will work as trackersand  use bows ang arrows and poson to hunt
cestors lived 200 years ago the women will make their traditiona] ammals We will allow them to kill a cer-
The plight of the family of about 30 men, bead and artwork for saje They will have a tain number of buck each year hut, he-
women and children was seen on television Secure environment which 1s not too dffer- cause this is a commere)a} game farm, we
by the owners of the farm Kapga Kamma, ent from the one they are used to,” she sajd will obviously have (o have some ryles "
who decided to offer the San a more secure The San seemed delighted with their Kruiper described the long Journey from
environment new home when they arrived in traditional  their previous home In Vanzylsrus, near
Kagga Kamma, 1n the Ceres-Karoo re- skins and beads yesterday Upington, as “a short, cold winter” refer-
gion, near the Koue Bokkeveld, was home Tribe leader Dawid Kruiper immediate- ring to the alr-conditioning n the minibus
to San people until 200 years ago ly suggestex that the old, faded rock paint- His family would bujld traditional reed
“We hope to create 3 symbiotic and not ings be touched up by one of s sons.  homes and had already discovered edible
~an explontative relationship with them,” “There are a lot of matters westillneedto  plants in the region, Kruiper saiqd
' /‘" ” TOTT T s - d;:;nu!] [F"';::-d:_ . A meeEwEWRW AT W
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Gencor gold |
income drops}|
sharply &~

7 (/7 2}

THE income of the Gencor gold mfmng com
panies (Gengold) was sharply down for the De-
cember quarter in spite of the average yield

being the highest recorded for several years §
| Resuits for the December quarter released §
yesterday show that the yield on seven ' of the B
mines improved, pushing up average yield to
5,3g/t from the previous quarter's 5,2g/t ‘8

However, income after taxation and capex -
dropped 11,2% to R50,9m from R57,4m 1n the
September quarter

Total »gold production was virtually un-
changed at 19 892kg (19 891kg)

Eight'of the mines managed to reduce working
costs and average working costs/kg decreased
2,9% to ;1:126 027 (R26 810)

=*Capex down 27,8%

Average gold price received was 1,1% lower at
| R31 107/kg (R31 439'kg). Total capex fell by 27 8%
] to R43,7m from R60,5m 1n the previous quarter |
Only two of the mines 1n the group, St Helena |
and Grootvlei, reported improved results
A higher grade of 4,9g/t (4,5¢/t) and a sharp |
decrease 1 working costs from R190,88 per ton
to R151,14 per ton helped Grootvler 1n posting a §
profit of R1,09m for the quarter after 1ncurring a |
loss of R2,49m the previous quarter. Ore milled |{
dropped from 117 000 tons to 115 tons but the §
increased grade helped to push up the gold
produced to 569kg (507kg). a
Lower working costs of R182,27 ,per ton
(R191,63) and a slightly higher grade of 6,4 (6,3) §
gram per ton helped St Helena recoed an 1n- B
creased profit of R9,96m from the previous quar- §
ters R515m Ore milled dropped to 405000 #
(407 000)" tons but gold produced rose to 2591
| tons“(2583 tons)’ Capex dropped to R4,17Tm §
(R4,77m)." * * .
The other mines 1n the group — Stitlifontern, B
Bracken, Buffels, Beatrix, Winkels, Leshe and B
Kinross — all posted lower profits — Fimancial B
Staff and Sapa

"
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Lower gold prices negate

" € overhaul

its yield even more than he wanted,
to 5,2g/t 1n the past quarter from the
previous quarter’s 4,4g/t.

He was optimistic about the mine’s
prospects. “Retrenchment costs
which inflated the September quarter
are over. There is a tremendous area
of Kimberley reef and Grootvlei will
start minmng the Black reef in the
third quarter If the mine can find
enough payable face to maintan its

EARLIER labour cutbacks and
rationalisations helped Gengold,
the Gencor group’s gold division,
mamntain goid Bzoductmn atits 11
mines in the December quarter.

However, a lower average gold
price was not offset by reduced work-
g costs and better recovery grades,
which led to a lower overall working

. profit for the group as a whole.

Exchange rate shifts led to a drop
m the average rand-denomnated
gold price received by the group’s

upper level of its No 6 ventilation
shaft.

Consulting engmeer George Lee
said: “There 18 nothing left to stope
there because of the presence of a
fold fault, which 18 a dislocation be-
tween the upper and lower reef”

Development from the No 6 main
shaft is underway, projecting down
from 7 to 10 level

Maude said “The mine 18 trymg to
make up lost production by working
1ts older areas, but throughput 1s like-

mines, which contrasts with a higher ly to fall over the next two quarters”
average dollar-denominated price. ﬁﬂqﬁ 1t ean pull stself back on lis Leslte was also strugghng to main-
With the exception of Bracken, tamn productivity with 1ts present
which 1s almost on its last legs, all of Effort stope faces The problem should be |
the group’s margmnal mines benefited solved when the northern block’s re-
from retrenchments which started 1n Stilfontemn reduced its workingloss  serves become accessible 1 the

1983 and a further concentration of from R3,85m to R678 000. The special
mining 1n higher-grade ore zones. dividend received from Chemwes
Gengold CE Gary Maude said the dropped to R10m from the R15m paid
restructuring of several mines in the  in the September quarter.
previous quarter had paid off in the “Stilfontein is in a difficult situa-
last three months as retrenchment tion It is making a big effort to break
costs had largely been absorbed by even while development is under way
September and did not affect the to find new reef.
mines’ December quarter costs. In “The mine was kept going because
| the September quarter 4 800 miners  we felt the Ventersdorp contact reef
were retrenched at a cost of Ri118m. (VCR) was unexplored The board
Yesterday Maude predicted voted to spend Rom of the mine’s
Bracken would close within 18 retained earmngs on development of
months but would remain profitable the VCR. Half of this has been spent.
until the end. The development 1s disappointing —
Grootvlei was threatened with clo- the VCR does not look attractive.”
sure at the end of the September Wmkelhaak’s ore throughput dropped
quarter, but the mine had increased because stope faces were lost in the

second half of the year, Maude sard

Unisel was back on the recovery |
path after experiencing labour prob- .
lems, fire and seismic events

Buffelsfontein, which shocked ana-
lysts 1n the September quarter with a
working loss, moved back into a
small profit. “Costs will drop once
retrenchment expenses have been
overcome and the effect of restruc-
turing has worked 1ts way through,”
Maude said.

Kinross and Beatrix did well So
did West Rand Cons, but 1t entered a
zone of faulting recently which has
affected underground operations
The development of Oryx and Wel-
tevreden was on track last quarter

)
GENGOLD
December Quarter

Beatrix . 535 621 3300| 13224| 21439 31079| 13588 | 9503 | 11,2
528 61| 3225| 13208 21624] 31632 14977 | 9958 | 117

Bracken . 112 46 5101 13513| 20676 31149] 1222[ 1283 9,2
112] 45 503| 14058| 31302] 31705 2907 2742| 196

Buffels.. .. 556 56| 3130] 17293] 30719| 30925| 7047 | 6199 | 423
569 56| 3206| 17988 31925| 31663| 15412 | 14003 | 955

Grootvlel 115 49 569 | 15114| 30547| 31984| 1097 | 1253{ 109
117 a3|  s%07| 19088| ssc4a] 30968( (2489)| (2720)| (238)

Kinross 48l 53| 3030| 137.33| 21800| 31471 16983 | 12805] 711
489 63| 3083| 138,24| 21927| 31189 19038 | 12089 | 67,2

Leslie 16| 49 565| 146.15| 30007| 31164| 980 785 | 4.9
119 4,9 78| 15207| 31308| 231603 3009 | 2294 143

St Helena 405 64| 2501 18227| 28491| 31000| 10873 [ 6707 | 522
407 63| 2583| 19163| 30195| 31677( 10056 | 5200 | 41,2

Stiifonteln 514 22| 1122| 6901| 316i13] 30903] 8243] 8019 | 614
530 19| 1031| 6890| 35418 31557 10293 o7 0,7

Unisel 242 62| 1503| 15493| 24945| 30716| 8288 [ 1872 6,7
230 61| 1400 149,30 24544| 31272| 11361 | 3943 | 141

West Rand 202 28 570| 9047, 32060 31361 629 | 1577 | 27.9
, 213 27 70| 8224| -31105| 31863] 640 |- 1324 | 234
Winkelhaak 492 | 61| 3002| 14277 23399 31090 25709 930 76
15| 62| 23205| 137,50| 22005| 91033| 32693 | 8336 | 684

s ————
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Duiker has
thopes for
anthracite

L1Z ROUSE

ANTHRACITE producers

| mught be able to recom-

mence operations if world

supplies and stocks were

reduced, Duiker Explora-

tion charrman Terry Wil-
kinson said mn s latest an-
nual review.

He said the planned clos-
er ties within the EC might
see subsidies to anthracite
producers in Europe and
Britain being significantly
reduced, which would lead
to reduced supplies and
stocks.

Prices should improve,
enabling South African an-
thracite producers to re-
commence operations, he
said. bl (M4 -

Steam coal exporters
had shown confidence in

- Jong-term prospects by de-
ciding to refurbish and up-
grade Richards Bay Coal
Termunal to an annuail ca-
pacity of 53-million tons at
a cost of R316m.

In common with the SA
gold mndustry as a whole,
operations at Erfdeel had
been subjected to mcreas-
ing pressures from the
combination of rising costs
and a statie rand