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By Isaac Moled;

B crisis that could have result-
‘ A ed in the complete closure of
Bl o vanadium mune in a North
o R West village was averted yes-
terday after mine management agreed
to stop thr payment of royalties until
the dispute between rival committees
had been resolved

The row between the Vametco M-
eral Corporation and the Bakgatla tribe
near Mothutlung revolves around royal-
ties worth R9 mullion apparently paid by
the mine since 1988 to an eight-man
committee representing the community

One faction claiming to have been
elected 1n 1993 to represent the com-
munity has accused the eight-man
commuttee, led by a well-known North

P

———— ™ —— F N

Mine sts ope

West businessman Mr Gabrie] Mok-
goko, of failing to properly account for
the royalties

The eigh-man commuttee has been
in office since 1985 and has allegedly
consistently refused to call elections

Thus 15 despite the condition set out
by the two Vanadum-rich areas,
Krokodilkraal and Uitvolgrong farms,
that elections be held after every five
years

Two weeks ago Vametco 1gnored
the two commuttees and paid royalties
totaling R4 million directly to the
individual co-owners of the two areas
despite the msistence by the new com-

mittee not to do $o
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rations for four hours
and starts dialogue with tribesmen

;;;;;

Yesterday the nune was forced to
stop 1ts operations for more than four
hours as the new commftee and Vamet-
co managmng director Mr Hem Enslin
were locked 1 fierce negotiations

Enslin relented and agreed to stop
further payments to the co-owners
until the mineral lease had been regis-
tered and the dispute between rival
committees resolved

Vametco also agreed to negotiate
with the new commuttee provided “no
unlawful action” was taken against the
mipe operations The new commuitee,
however, yesterday threatened to close
the mine on January 13 1f Enshlin
reneged from his undertakings
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ANGLO American looks set to re-
turn as one of the world's copper
leaders by taking a controlling
interest 1n the Zamhan copper
Industry

Last month Anglo, whose Zam-
bian mines were nationalised 15
years ago by former president
Kenneth Kaunda, submitted plans
to the debt-laden government of
president Frederick Chiluba to de-
velop the huge deep-level Konkola
copper mine Konkola 13 the key
asset of state-owned Zambia Con-
solidated Copper Mines and could
be worth about $2-hillion (about
R7-hillion)

Anglo’s plan 18 to “ring fence”
Konkola from ZCCM and develop
1t separately, possibly with
Japanese finance, and list tt on the

London Stock Exchange

The deal would effectively put
Anglo back 1n control of one of the
world’s higgest copper areas

Informed reports suggest that
Lusaka will give its blessing

ZCCM 1s mm an appalling state,
with its finances in crisis, produc-
tion falling, mining equlpment n
disrepair, employee morale at
rock bottom and tramloads of
valuable cobalt disappearing

The Konkola mine could be the
saving of Zambia It has proven
reserves of 380-million tons, with a
further, larger ore body to the
north thought to contain one bil-
l1on tons

The World Bank and the Inter-
national Monetary Fund donor
club have put huge pressure on
Zambia to privatise mining

But how 1t privatises this vital
asset has threatened to spark a

ck its copp
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By BILL JAMIESON

furore The government 1s torn
between “unbundling” and selling
to a wide number of compantes —
and a “closed deal” with Anglo

Copper from Konkola, which
l1es 300 mtles north of Lusaka, can-
not come soon enough for Zambhia,
which 1s $6,2-billion (about R22,3-
billion) 1n debt The mine could be
worth $2-bilhon (about R7-billion)
on sale and fresh output 1s needed
to replace production from
Nchanga which will be exhausted
within nine years

Zambia was once one of the
world’s top five copper producers,
with annual output of more than
800000 tons That has now
slumped to 350 000 tons But it stali
accounts for more than 30% of
Zambia’s foreign exchange,

The World Bank has urged Zam-
bia to break up ZCCM and encour-
age other outside investors to
come 1t RTZ, Gencor, BHP and

Phelps Dudge have all acquired
extensive licence areas m a sec-
ond copper belt to the west of
Nchanga, and need mfrastructure
to open what couid be a hugely
lucrative “second front”

They would prefer to see ZCCM
sold to a group of companies, fear-
Ing a sale to Anglo at a knock-
down price could starve them of
road and rail development

But Anglo has two vital levers
First, 1t still holds 27,3% of ZCCM
(and two seats on the hoard)
through Bermuda-registered
Zambia Consohidated Invest-
ments, once part of Minorco
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FREDERICK CHILUBA

And second, it has a pre-emp-
tion right on the government’s
60% shareholding It 1s believed
Anglo has proposed to waive this
right n return for the chance to
develop Konkola a move that
would effectively break the dead-
lock

Zambia has called 1n Rothschild
to advise on privatisation A de-
tailed report, with policy options,
18 nearing completion and 1s due in
Lusaka by the end of March

The report will make grim
reading ZCCM 1s surrounded by
mtense mirigue and political in-
fighting With 45 000 on the pay-
roll, it 1s by far Zambia’s largest
employer bul 1s at least 10 000
over-staffed It also employs 6 000
of Zambia’s total 8 000-strong po-
ice force Equpment and infras-
tructure have fallen into disrepair
and new investment 1s eritical
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Elections next October mean
Mr Chiluba would hike to delay
radical surgery But the former
mines deputy mimister, Mathias
Mpande, warned last week ZCCM
was i danger of collapse because
of the failure to privatise

To cap1t all, seven truckioads of
cobalt, used mn the production of
nuclear weapons, have recently
disappeared amud allegations of
senior ZCCM staff involvement
Well-placed Lusaka sources tell of
a final scramble before sell-off
and the involvement of an inter-
nationally-known dealer 1n the
smuggling of cobalt out of the
country Recently, other wagons
bearing cobait to Dar-es-Salaam,
were found to contan mud and
stones on arrival America 1s the
exclusive buyer and will want to
know for security reasons where

Its cobalt has gone

Anglo sources 1n Johannesburg
thus week declined to comment on
the Konkola deal, but earlier this
year Anglo chairman Julian
Ogilvie Thompson, and his prede-
cessor Gavin Relly, chairman of
ZCI and an old Zambia hand, held
talks m Lusaka with Mr Chiluba

ZCT's accounts reveal losses, a
huge mvestment write-down, and
no ZCCM dividend for three
years

With the economy shrinking, in-
flation back above 30% and an
election pending, Zambia has
reached a moment of truth

It needs Anglo American even
though other mining groups may
feel miffed as Anglo poises to
snatch the jewel in the copper
crown — Sunday Telegraph




Anglo ‘permitted to
de:rélo 'Konj la’
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hia Consohdated Copper Mines
signed a letter of mtent giving Anglo
ermission to develop the Konkola
eep copper mine, a Western diplomat-
sc source said yesterday
.- _ Reunterreports the diplomat said: “A
jatter of intent has been signed and An-
elo has been given. permigsion to de-
velop the Konkola deep copper mine.
«But there has beenno firm decigion
on what 18 going to happen tothe rest of

ZCCM.”
He saad Zambian President Freder-

ick Chiluba had told ambassadors of
the signing during meetings 1ast
month, confirming recent British news
reports of the letter’s exastence
Madden Cole reports that Anglo
American spokesman Charmaine Rus-
<e]l would confirm only that the com-

pany was still in discussions with the

Anglo has a 97,3% stake in state-

the Zambian economy

controlled ZCCM, the cornerstone of
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ANDREA WEISS
Municipal Reporter

KECOLOGICALLY sensitive
dunes near Macassar are
under threat because of 1n-
creasing demands for
building sand, and because
the land 1s still earmarked
for urban development.

This was revealed after ap-
plication was made for a tem-
porary departure to allow
sand mining on two farms
owned by the State

Portions of the farms have
been leased for sand mumng,
and the dunes are also still
earmarked for the expansion
of Khayelitsha, Town 4

Hippo Quarries and Ready
Mix Materials have mineral
leases 1n the area Hippo
Quarries also has seven pro-
specting permits, including an
existing sand mine

But now the planning com-
mittee of the Cape Metropohi-
tan Council has urged that a
management plan for the
dune system be drawn up to
determine “1f and where”
sand mining should take
place, and to establish the en-
vironmental importance of
the dunes

The CMC previously issued

applications for temporary
departures because plans
were to build Khayelitsha,
Town 4, 1n the place of the
dunes

Now the CMC 1s reconsider-
ing this position because of a
shift in planning thinking em-
bodied 1n the Metropolitan
Spatial Development Frame-
work (MSDF), which argues
against continued urban
sprawl at the expense of the
environment

Instead, the MSDF main-
tains that people should be
housed closer to employment
1n high-density corridors of
activity

The Metro South East Plan,
derived from the MSDF, sug-
gested that the housing of
people far from job opportu-
nities should not be perpetu-
ated, and that plans to expand
Khayelitsha Town 4 should
therefore not proceed

In addition, the local Ma-
cassar community develop-
ment forum has expressed
concern about the absence of
consultation in the issumng of
mining rights

It points out that partici-
pants 1n an RDP self-build
housing scheme of 600 units
about two kilometres from a

Mining threat t
Macassar dunes

demarcated mining area are
paymg R40 a cubic metre for
sand, which is more than
500 percent higher than the
base price of R8 from the
sand mine

The CMC proposal is that
Cape Nature Conservation,
the Department of Mineral
and Energy Affairs, local au-
thorities and affected commu-
nities be involved 1n drawing
up a management plan for
the dune area

While the environmental
sensitivity of the dunes has
been recognised, a report on
building sand in the Western
Cape says the dunes are a sig-
nificant source of high-quality
sand for the future.

A 1993 report by the Miner-
als Bureau said the Western
Cape was likely to experience
a critical shortage of high-
quality building sand by about
2002 Mining of the sand de-
posits at Macassar would re-
lieve this shortage considera-
bly

Barrie Low, of the National
Botanical Institute, found 210
indigenous plants in the
dunes, two of which are
threatened In addition, the
dunes have the only milkwood
trees remaining on the Cape
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m_wmnm mua ese are protected
by the Forestry Act.

He suggested that the area
should be managed as a mul-
tiple-use conservation area
and that a moratorium be
placed on any future develop-
ment_ to allow consultation
with affected parties to take
place

During an on-site inspection
recently, the CMC found that
the area was environmentally
degraded and that mimng op-
erations had already started
on one of the two sites for
which application was made.

“This 1s cause for concern
as i1t imphes that the appli-
cant 1s not concerned with the
findings of the CMC and con-
siders itself above the relet
vant planning procedures,”
the CMC report said.

The CMC said the dunes
were seen as a ‘‘strategic
building 'sand resource” and
as such needed to be exploit-
ed, but this should not happen
at the expense of the environ-
ment

“It is also obvious that cur-
rent miming is not properly
managed, as can be seen by
the lack of rehabilitation of
the present muning site and a
disused mine ”
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emand for vanadium

e§P&9£§d to continue

David McKay

WORLD vanadium demand would be
sustained in the current quarter, de-
spite the predicted downfurn in the
steel market, industry sources said at
the weekend.

Leading SA producer Highveld
Steel & Vanadium (Hiveld) declined to
comment, but sources close to the in-
dustry said SA producers’ stock levels
were mummal, suggesting that de-
mand for value-added ferrovanadium
was still good. They said vanadium de-
mand in the next quarter would con-
tinue to flourish.

Vanadium is used primarily 1n the
production of steel and can be bought
as slag, vanadium pentoxide or bene-
ficiated ferrovanadium.

London-based Metal Bulletin said
the vanadium market looked set for a
bumpy first quarter as steel malls in
Japan and Europe adjusted production
downwards. There were also market
fears that vanadium wsers in Japan
would roll forward contracts in ferre-
vanadium purchases.

The journal quoted one trader as
saying 1t would concentrate on sales
within Europe because the market ap-
_peared less bearish there than in the
Far East
" Another fear was that the Chinese
would flood the market with vanadium
pentoxide, pushing the price for ferro-

29196

vanadium down and probably creating
an oversupply.

Talks between Japanese and SA
producers about future sales and a
marketing agreement for ferrovan-
adium are continuing.

SA producers, led by Hiveld, control
the vanadium market and are trying to
focus on exporting ferrovanadium
This move would cut out certain Japa-
nese vanadium pentoxide converters.

The talks with Japanese buyers
have been characterised by efforts to
maintain secrecy over the details of

any possible agreement.
European ferrovanadium was trad-

imng around $16/kg, although con-
sumers said it was possible to buy at
levels below thas.

JFerrovanadium of Chinese origin
was being offered around $15,90, with
SA material at similar price levels, ac-
cording to market sources.

Meanwhile, pentoxide prices ap-
eared to have stabilised around
2,95/1b, although some buyers said it

was possible to buy below these levels.

Hiveld, part of the Anglo American
Industrial Corporation, lified at-
tributable earnings to R98m for the six
months to June 1995 from a previous
R49m on sales of R1,1bn. The perfor-

mance was propelled by the ferroalloys
division, which operated at full capac-
1ty amid a significant improvement in
world prices.
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Northam pins hopes on

higher pl

21?)

David McKay

NORTHAM Platinum needed an aver-
age platinum price of $430/0z this year,
a 2,1% increase over last year’s aver-
age price, to break even at the oper-
ating level, Gold Fields of SA base met-
als GM Helgo Kahle said yesterday.

He said the platinum operation
would be “cash neutral” at $430/0z, as-
suming a R3,80/dlr exchange rate.
Platinum was currently selling at
$419,25/0z, but could move in sympa-
thy with gold.

However, apart from gold, prices for
the entire basket of metals, mcluding
other platinum group metals — rhods-
um, palladium and nickel — would
have to show a corresponding increage
over last year to see the mine cover its
operating costs.

The average palladium price re-
ceived in the previous year was
$156/0z, propelled by the increased use

of palladium in the. manufacture of -

ele¢tronics, with average rhodwum

grice coming in at $628/0z Latest Lon- '

on Metal Excharige spot price fixes re-

orted palladium  trading at
§127 ,25/0z, wath rhodium at $292,5/0z.
Northam notched up a R22,7m loss

e ———————————— )
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for the three ‘months to December
agamnst a R7,6m loss the previous
quarter after lower metal prices
swamped operating gains,

Kahle said a strong nickel price
would further bolster Northam’s for-
tunes. Nickel accounted for 7-10% of
total revenue at the mine.

However, analysts were sceptical
that a platinum price of at least
$430/0z in conjunction with a rand-dol-
lar exchange rate around RS3,75-
R3,80/dollar could be maintained.
They believed a depletion of cash re-
sources was another worry at Northam
following the mine’s massive R500m
rights offer in January last year.

Negative sentiment for platinum
reigns at the moment with expecta-
tions that high Russian sales would
cause another supply surplus in 1996

Analysts said the outlook for plat-
inum was good in the long term. An

economic recovery in Japan, strong

economic growth in  emerging
economies and the possibility that Rus-
s1an stock sales could decline were like-
ly to play a part in the metal’s fortunes.
Northam shares closed 10¢ higher
at 320c on the JSE yesterday, having
gained 50c or 18,5% so far this year.

|
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Iscor sﬁspends legal ac’uon

OVBI'

A Spiian 74

]nhannesburg Steel giant Iscor
has backed away from a threat to
close its small but strategically
unpurtant Rosh Pinah zine mune, at
the centre of a long-runmung dispute
with the Namibian government
over mineral rights

Rosh Pinah, Namubia's sole zine
producer, sells all its zinc produc-
tion to South Africa’s palvarused
steel producers

Iscor started legal proceedings
in November to challenge the gov-
ernment’s decision fo award muner-
al rights at the mine to a Malaystan-
Namubian consortium

Days afterwards, 1t said 1t was

By FIDNA LENEY

clns*m 05 mah bedause the con-
snrtlum, P&E Murierals, had refused
to negotiate with it on a jomt ven-
ture proposal for the mune.

Yesterday Harold Watkin, Is-
cor's sentor legal consultant, said
Rosh Pinah was still operating, with
the consent of the Namtbian gov-
ernment, while Iscor resumed talks
with the consortum. His company
had suspended its legal action,

The steel group appears to have
abandoned hopes of persuading the
government to change its mind on
the ownershup of Rosh Pmah’s min-
eral nghts Instead, 1t 15 concentrat-
Ing on stnlqng a deal under whuch
P&E Minerals would receive royal-
ty payments and a share of equuty
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MHNGLRA COPPER Cg_ 1q> r=3 Mhangura Copper Mines
31
COPPER PRICE PLAY

2|z ! 44
A year 1s a lorig ime in ¢ life of an n-
solvent company Things have changed
2 bit for Mhangura Copper, a Zim-
babwean producer which 1s being held
up by 1ts ulimate controlling sharehold-

er, the government

_1 ACTWITIES. Zimbabwean copper Irining
company

£3 CONTROL. Zimbabwe government

B CHAIRMAN. S T Matema

= 0APITAL STRUCTURE: 20m ords Marketcapl-
talisation R1,4m

=2 SHARE MARKET. Price 10c Yields 261% on
earnings, p ¢ ratio, 0,33 12-month high,
30c, Jow, 5¢ Trading volume last quarter,
10 700shares

Year to June 30 I I
ST debt (Z$m} 795 295 307 *343
LT debt (Z$m) 108 84 464 440
Turnover (Z$m) 1629 1020 1194 166,
Operating profit (Z$m) 194 {25 27 258
interestpad (Z$m) 10,8 206 199 209
Earnings {Z¢) 477 (1152) (86,1) 26,1
Dividends (Zc) 5,0 — — —

*Excluding $26m owed to holding company and fellow subsidiasies

over financial 1994, Mhangura lost
7$17,2m It was msolvent io the tune of
net current liabilities of Z$15m Over fi-
nancial 1995, however, a dramatic 1m-
provement m the world copper prce
produced an operating profit of Z$25,8m,
mterest swallowed Z$20,om but, even
so, a net profit of 7$5,2m 1S better than

24
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1994’s kick in the pants

This doesn’t exactly answer Mhan-
gura’s long-term problem 1t 1s being sus-
tamned as a going concern by loans which
now total Z$78,3m, of which Z$44m 15
long term Needless to say — and proper-
ly — the auditor's report 18 qualified to
the extent that attention 1s drawn to this

It 1s a condition which has been al-
lowed to persist for too long Now chair-
man SM Matema says “The long-
standing 1ssue will be addressed during
this financial year as agreement 1n prin-
ciple has been reached between ZMDC
(the holding company) and govern-
ment * Shareholders, however, must not
hold ther breath they will be told about
thisonly”  Indue course ”

A feature of Mhangura's performance
1s the extent to which 1ts working COStS
have escalated — from Z$7 455/t at 1S
principal source (Miriam shaft) in 199110
1995's Z$18 122

At 10c, this 15 a stock which offers a
play on the COpper price — especially 1f
you think the Zimbabwean govern-
ment’s terms for restructuring the capital
base will be generous David Gledson
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David McKay

NORTHAM  Platinum and
Rustenburg Platinum have given
their strongest indication yet that
a merger would be an option if
Northam was facing closure.

Northam chairman and Gold
Fields of SA director Peter
Janisch said yesterday the trou-
bled mine would consider merging
with Rusplat if its cost-cutting
programme failed to hit recovery
targets over the next six months.

Anglo American Platinum MD
Barry Davison said Rusplats
would be “provisionally mterest-
ed” in gaimng access to Northam's
assessed tax loss — estimated by
analysts to be worth R2bn.

The compames said there had
been no talks between the two

But thewr comments neverthe-
less repregent the fir-t time the
compames have formally flagged
up theidea of 2 mergern puble,

Hit by costs and lower plat-
imum group metal prices, North-
am posted a R22,7 loss in the three
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months to December. The mine
milled 1,24-million tons of ore for
the year to June last year

Rusplats’ distributable earn-
ings were R378,4m (R287,4m) for
the year to June last year, milling
15,7-million tons of ore.

Gold Fields, which holds 83% of
Northam, has already said it
would not pump further cash into
the operation.

Janisch said that Northam
would do everything to survive, in-
cluding cutting fairly major costs.

lat and Northam fla g
the 1dea of a fu

i
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"A merger with Rusplats is one
option if gix months from now
Northam has not been able to re-
alise the more immediate option of
cutting costs. Another option 1s to
simply close the mine and sell off
its assets,” he said.

Northam could shed between
5 000 and 6 000 jobs, incurring a
bill of R11m in retrenchment costs
if the mine was closed, according
to some analysts. Northam axed
over 2 000 jobs in the 1994/95 fi-
nancial year.

Janisch said the average plat-
inum price of $430,80/0z could
lead to some improvements in
Northam's earmings. Analysts
said the price could extend the life
of Northam’s available capital.

Analysts said Rusplate’ Aman-
delbult section would be a natural
choice to merge with Northam, as
the two were adjacent

Davigon said, however, that
any discussion about merging
would hinge on gaining permis-
sion to lift the tax ringfence on the
operations.




NEWS

Sharp drop in income

for Impala

By Ross HERBERT _

Johannesburg ~—Impala Plabnum
(Implats) yesterday announced a
sharp drop mn net income for the six
months to last December and fore-
cast that the next six months would
be no better.

Implats's attributable mncome
was R92,7 mullion, down 27 percent
Income before tax from platinum
mining plunged from R229,5 mil-
lion to R97,6 muliion,

Michae! McMahon, the chanr-
man, described the rhodium market
as “an ongomg disaster” with prices
falling 49 t an ource over the
past six months, Market prices for
plahnum fell 7 percent and palladi-
um fell 17 percent.

The average price Implats
received for platinum rose from
$429 an ounce in the December 1994
pertod to $453 duning the past six
months.

The company forecasts plat-
inum prices wll rise from the pre-
sent $420 range to between $430
and $440 over the next six months.

would realise httle benefit because
most of its sales were set according
to the average prices over preceding
periods Implats sells haif its
production under a contract for the
average market price over the previ-
ous sxx months, .

Turnover rose 1,4 percent to
R1,18 billion, but the cost of sales
jumped 16,8 percent to R1,05 bil-
lion Implats declared a 30c interim
dividend, down 40 percent from the
previous 50c. Earnings were 149¢ a
share, compared with 206c for the
six months to December 1994.

“In view of the way we see the
market going, we anticipate the
next six months will not and cannot
be better than the six months we
have just had,” saxd McMahon.

Implats suffered three worker
fatalines over the perod and had
three more fatalities last manth.

McMahon said he was “oph-
mistic” that the European
Commusston would approve the
proposed merger with Lonrho's

platinum mines.
&

Platinum

But M%!hcg%‘)m!n% }?s, qt?['h
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e EC’s objections were due on
February 21 and a final deasion s
expected on about May 5,

If the merger goes ahead,
McMahon said no cost benefits
could be reahsed until six to nine
months later.

In August, the furnace used to
process 30 percent of its output
tailed. McMahon satd reparrs took
six weeks duning which the compa-
ny stockpiled concentrate powder,

The reparr costs and lost profit
amounted to R19mullion but the
company was msured and this did
not affect results for the penod.

Implats net cash position tum-
bled from R81,3million in
December 1994 to R24,6 million m
December last year. McMahon said
the net cash positton could go nega-
tive in the next six months,

Legal acton taken by the
Bafokeng Tnbe, which said previ-
ous royalty contracts were mnvalid,
has been suspended while Implats
considers a settlement offer from
the tribe McMahon would not

specify details of the offer.
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Palamin beheﬁts
from hlg% er ?pr es

Edward West

PALABORA Mining Company (Pal-
amin), SA’s only copper producer,
boosted taxed profit 72,4% to R370,2m
in the year to December following in-
_creased copper prices and production.

Share earnings rose R13,07 from
R7,581n financial 1994 and a final div-
1dend of 500c lifted total distribution
for the year to R13 from R7,60.

MD Frank Fenwick said yesterday
that turnover had mpruved 25,2% to
R1,74bn, benefiting mainly from a
h1gher copper price, which averaged
R10 859/ton (R7 954/ton). He said the
copper price had dipped slightly since
year-end, but was still looking strong.

Sales of non—cnp‘fer products, man-
ly vermaculite, had exceeded those of
1994 because of higher volumes and
price levels.

Margins improved substantially,
lifting operating profit 74% to
R727 5m. Interest received jumped to
R3S, 4m (R13,8m) due to better cash
flows generated by the higher copper

price, but interest paid increased to
R30m (R19,3m).

Fenwick said contained copper 1n
concentrate production of 141 723 tons
was well aguve 1994 production of
127 571 tons. The volume of material
mined fell to 34,8-million tons from
38,2-million tons last year.

Operatmg costs had increased 4%
over the previous financial year’s, sub-
stantially below the mﬂatmn rate and
sustammg a trend of real cost reduc-
tions over the past three to four years.
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The average cash cost of cathode de-
livered to customers was R3 384/ton,

just 5% higher than the previous year’s

R3 235/ton. Smelter performance was
steady, with a gross smelting rate av-
eragmg 1022 tons a day, marginally
below the record rate nf 1036 tons 2
day achieved in 1994. No major work
stoppages were reported during the re-
view period.

z—ﬁaﬁn had spent about R85m
over the past five years on investagat-
ing the feasibility of mining under-
ground. Fenwick said the company was
mn the final stages of evaluating the
30 000 tons-a-da; yundergruuﬂd pro ect
and results were more promising
those for the large-scale uperatmn
abandoned in 1994 The project was
technically feasible, but economics and
financing were still bemg evaluated.
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by a shortage of smelters with the
“ technology capable of processing
'GOLD Fields’ Proposed R1,9bn theore
amsberg zine mine project was Gencor unverled plans earler
gn, hold because its orebody was this week for g zime smelter in the
omarginal at current prices,the Eastern Cape, with an imtial cost
group said yesterday, of around R1,5bn The ore would
h,The Northern Cape Project, in  be supphed by Gencor's offshore
‘ﬂi‘ll@h the Industrial Develop-  arm Billiton,
ment Corporation hag expressed The Gencor operation would he
interest, was grading 7% — just capable of smelting Gamgsherg’s
below the level needed at cwrent  output, and Gencor chairman Bn-
prices, base metals MD Peter an Gilbertson said this week the
Janisch said smelter would be willing to pro-

Zinc needed to consistently cess Gamsberg’s ore 1f the mine
sustain a price of about $1300 2 cameon stream.

toni-but an overhang of materia) However, both companies said
in stock was keeping the price at  no talks had taken place

about $1 100 a ton. According to a recent report

It 18 understood the mine’s de- from stockbroker EW Balderson

ZINC mIne project on Bfm d

$1 0314 was 'just 79 above 1ts
1993 level

London Metal Exchange stocks
of zinc had fallen 590 0gp tons
from their peak in October 1994,
but the pace had slowed and pro-
ducer-consumer mventories had
barely moved

The proposed Gencor smelter,
which 1s planning to exploit cheap
electricity, would have the capac-
ity to produce 200 000 tons a year
with  possible expansion tgo
400 000 tons a year. The project 1s
also being pursued Jomtly with
the IDC The corporation’s pro-
jects GM Ted Droste said the or-
ganisation would still be interest.
ed in supplying finance leading to

the mine’s development, if Gol¢
velopment has also been delayed the average zine price last year at  Fields made a proposal,



France, SA sign’

pact

SA AND France would collaborate
on developing uranium enrich-
ment technology in a pact which
could add about R200m a year to
SA’s uranium exports, Minerals
and Energy Affairs Minister Pik
Botha said yesterday.

Botha said the two govern-
ments had signed agreements yes-
terday paving the way for the
Atomae Energy Corporation (AEC)
to work with French government-
controlled company Compagnie
Generale des Matieres Nucleaires
(Cogema)

The AEC and Cogema would
explore molecular laser isotope
separation technology, used in the
commercial enrichment of urani-
um In September 1994, Cogema
had signed a letter of intent ex-
pressing its wilhngness to pump
R83m over the next three years in-
to an SA-based programme,

Now that a]lp the industry’s bu-

reaucratic hurdles had been over-
come, the two companies could
forge ahead wnth their work.
The International Atomic En-
ergy Agency had been informed of
the move and France and SA had
signed a general agreement cov-
ering nuclear co-operation and
trade They had also signed a
more Specific agreement covering
the mdustnalisation of the sepa-
ration technology for peaceful and
commercial purposes.

Botha sard Cogema had spent
the past 18 months studying the
AEC’s progress. Its involvement
would cut SA’s own investment in
the project, which could “prove a
key foreign exchange earner”.

The work would be carred out
at Pelindaba — the site of the
ABEC’s Z plant which was used
during the sanctions era to pro-
duce enriched uramum for Es-
kom’s Koeberg nuclear power sta-

tion. With the embargo on uram-
um exports to SA lifted, the plant
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was shut down'tast y

and 500
jobs were axed.

The AEC has been redefining
its role and shifting its operations
to the commercial sphere It aims
to become gelf funding by 2000.

The AEC’s board has been
reshuffled Don Ncube of Real
Africa Investments is charrman
and Waldo Stumpf is CE. The rest
of the 11-man board are all new
apart from Central Energy Africa
chairman Roy Pithey.

Botha said the hope was that
the joint programme would allow
SA to raise cash by licensing the
enrichment technology.

“It 18 widely recognised that
laser-based technology will have a
major role in the future,

“Should the outcome of the
commercialisation programme be
successful, a joint venture with
Cogema would provide SA with
the opportunity to globalise the
technology and to gain access to
the uranium enrichment business
currently valued in the region of
R15bnayear,”

Cogema could also help market
enriched uranium from SA, dou-
bling the value of SA’s current
R200m uranium exports.

The tie-up wath France would
also help the AEC develop nuclear
technology in the agneultural,
medical and industrial fields,
Botha said

It could also help the AEC ex-
pand its work on nuclear safety,
radiological protection and envi-
ronmental protection.

“Support from a partner such
as Cogema has become essential
for the continuation of the pro-
gramme which would otherwise

ave to be reconsidered — which
in turn might lead to a consider-
able loss of commercial potential
for the SA mnerals industry as
well as further loss of valuable
knowledge and experience that
was built up over more than a
decade in the field of lasers.”




oy r———

’f"""l'r

"Palabora to 20 ahead witth,Sbnrmﬁf’e

' David McKa ﬁD :}“,@ q i) It would exploit ore reserves bgfnw
the current open pit, with material pro-

PALABORA Mmmng (Pglanun) had cessed through the existing metallur-
given the green light to developing 1ts  gical plant 3

R1,5bn underground mine after a five- The underground mine would{use
year, R85m feasiblity investigation, the block cave mining method.. n
MD Frank Fenwick said yesterday, which ore was blasted and collected in

T

.The mine, close to Phalaborwa 1n automaticload-haul dumpers o) ‘1
Northern Province, had been planned Production was estimated at more

s

at a production rate of 30 000 tons a .~
day of copper orefor 20 years. Continued on Page 2

of

i @7 woud
;f Palabora ) The underground mine would
f ':? a ’ q provide about 1 800 jobs, with 400 peo-
| Contimued b ‘0 ple used directly on the mme opera-
from tion, Palamn currently employed

| than 80 000 tong a year by 2003, en 28%9;:&&% th

_ / , €N- ra 18 the only 1

m aFE:::lwiftitclll‘mu% fm of refined  of copper capable of mgetc;cnagl gﬁg 11:1?:
hoP o enwic sai ut 14-mil- rent peeds. The underground project
| produses o Balﬁned duzglper would be represents o major benefit to theJSA
| with cash costs :Bﬁmatgd%aggnm?e’ :fu rl:ts::n:»m}r e if‘ o i nation-
‘ ] urce of copper, melu .
pef' In real terms afier uous cast r_t:ld, wgl? mto thdeu;ge;tmczﬂ-

and unti[erg':lround de- c%%'IZ-CI;A isﬂt}];i- Iit:jor shareholder

| year, and full production had been panyan 1t holds 3900 gCAnom-
L] L L. d '

i[ timed to comcide with the closure of glu imenlgalll:} lfss ?t?iilgrs Bstllgurlut%can;‘:
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the open pit in 2002 , shareholder
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NEVER TOO LATE Cosatu president

oh Halab ™

John Gomomo unth general secretary Sam Shilowa

FHOTO JOHN WOQDROOF

Still time to influence Budget, sa ilowa

By JAMES LAMONT

Johannesburg — Sam Shilowa,
the Cosatu general secretary, said
yesterday the labour movement
could still nfluence the contents
of the final Budget, which 1s to be
announced next Wednesday

Shilowa said “Cosatu stll has
an nput at this late stage, 1t 1s
never too late ” He derued specu-
lation that Cosatu would cail for
industrial action ahead of the
Budget

Labour representatives met
the government on Tuesday rught
to discuss the controversial issues
of the Budget, in what constituted
the first direct, formal talks the
unions have had on the Budget A

further meeting with the finance
minustry 18 expected before next
Wednesday

Shilowa would not comment
on the substance of any of the
talks without a mandate from his
fellow negotiators — the National
Counci of Trade Unions (Nactu)
and the Federation of South
African Labour Uruons (Fedsal)

He spent yesterday afternoon
in last-minute discussions with
top officals from Cosatu, Nactwu
and Fedsal about the Budget The
results of this meeting wiil be pre-
sented to the plenary session of
the Cosatu labour negotiations
school n Johannesburg today

Representatives from the trade
urions will then meet once more

with th ent, said Cosatu
president John Gomomo

Trade uruons were concerned
over an increase In the VAT rate as
this greatly affected lower-income
earners The umons also pushed
for the zero rating of a greater
number of items, particularly if
VAT was increased
They are also opposed to the
government’s use of the Budget to
spur mdustnal restructuring -
tatives, particularly as they relat-
ed to social components and sup-
ply side measures

The unions expressed concern
in Nedlac that R2,9bilhon had
been rolled over in the Budget
from the mefficient housing
department

STAbD

R1.5bn for
ﬂm—m&oﬁ.@@

e 5 3

London — Palabora Minung Com-
panty has been given the green light
to go ahead with the R15 bilhon
development of an underground
copper mune at Phalaborwa in the
Northern province

Palabora has not decided how 1t
will fund the R1,5 billion project,
but 1t said shaft sinking and under-
ground development would begin
in June 1996, with full production
timed to comncide wath closure of
the open pit n 2002

In another development,
Anglovaal — the mining nvest-
ment company -— announced yes-
terday 1t would go ahead with the
development of a new ruckel, cop-
per, cobalt and plahnum mune in
Mpumalanga province in a jomnt
venture with Anglo American
Corporation

Anglovaal said 1n a statement
the new mune would cost around
R140 million to develop and that
full production could be expected
by the first half of 1997

The Mpumalanga prospect s
owned by the Nkomati jomnt ven-
ture comprnising Anglo American
and two Anglovaal subsidiaries,
Middle Witwatersrand (Western
Areas) and Eastern Transvaal
Consolidated Mines

"It 15 envisaged that the full pro-
duction rate of 10 000 tons a month
of ore milled, resulting mn approxi-
mately 3 000 tons a month of con-
centrate, will be reached during the
first half of 1997,” Anglovaal said
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Huge expansion

for copper R}n}e

By Abdul Milazi
{ abour Reporter

THE Palabora Mining Company 15 to
develop a R1,5 bithion underground
operatton in Phalaborwa, Northern
Province, m a bid to extend the life of
a copper mmne for 20 more years

Palabora managing director Mr
Frank Fenwick said the mine would
exploit the ore reserves below the cur-
rent open pit they had been mining and
the copper would be processed through
the existing metallurgical plant

Fenwick said shaft sinking and
underground development would begin
in June and full production was expect-
ed to comcide with the closure of the
open pit 1n the year 2002,

He added that the decision was the
culmmnation of years of feasibility
studies and all stakeholders were
pleased that the development was
going ahead

e mine een planned at a
production rate of 30 000 tons of ore
per day with a 20-year hfespan Pro-
duction of unrefined copper would be
intiated at more than 90 000 tons
per year mn 2003, ensuring continu-
ous production of about 1,4 million
tons of refined copper

“Palabora 15 the only local produc-
er of copper capable of meeting South
Africa’s current needs The under-
ground project represents a major ben-
efit to the country’s economy 1n terms
of maintaining 1ts own national source
of refined copper well into the 21st
century,” sard Fenwick

He added that the project also
ensured continued employment in
the province

The National Union of
Mineworkers (NUM) yesterday wel-
comed the move, but cautioned that 1t
should also benefit workers and not
only shareholders
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johannesburg — Representatves of
South Africa’s trade umons met
agam yesterday 1n Johannesburg
with Alec Erwn, the deputy murus-
ter of finance, ahead of next week’s
Budget

Both Erwm and Sam Shilowa,
Cosatu general secretary, dechned
to comment on the talks, which
also involved officials from the
National Council ot Trade Uruons
and the Federation of South
Afnican Labour Unions

Shulowa, however, did confirm
that the parties had discussed the
forthcoming Budget He sad that
he believed the untons could still
nfluence the final contents of the

Budget

He said the unions would 1ssue
a statement before the Budget
announcement

A uruon source close to the
talks said that the 1ssue of income
tax had featured promunently. He
said income earners in the R40 000
to R100000 a year range were
taxed too heavily and incomes
above R120000 were proportion-
ately better off The urions were
bargarung for a reduction 1n mud-

dle-income fax.
The source, however, beheved

the unions demands on the tax 1ssue
would be met over the next two 1o
three years, but he said it was
unlkely that they would be
addressed before next Wednesday's

announcement.

cT(BR )2

By Ross HERBERT

Tohannesburg — Plunging  copper
prices were on the cards for the next
three vears as a result of a spate of
recently announced new mIREs,
analysts said yesterdav

The pessimsm was led by the
L ondon-based Bloomsbury Muner-
als Economics, which this week pre-
dicted a ploodbath m spot coOpper
prices The predictions cast 2 shad-
ow on the R1,5bilion Northern
Province copper project annouriced
on Wednesday by Palabora Mining,
Anglo American and Minorco

Anglo Amenican and Munorco
are studymg or developing at least
four major copper mnes and fur-
ther nvestment in troubled Zam-
bian Consolidated Copper Munes
(ZCCM}

Copper prices averaged about
$1,33 a pound last year, up 27 per-
cent from 1994 levels Prices of $1,01
a pound this year and 50,82 next
year were forecasted by Blooms-
bury Another London forecast put
prices of $0,70 by 199, with long-

term prices setthng at 50,20

“ A price of $0,82 woutld be cata-
strophic for a number of projects.
For ZCCM, a price of that level
would have a very senous effectif i
was sustamed for any period,” sad
Jack Holmes, a durector at Anglo
American, focusing on Zambia,
where the company has been evalu-
ating several major copper projects.

Most of our people m Anglo
and Minorco are basing thetr long-
range project judgements on a price

Spate of new mines
to ‘hit ()/E/Eer ;Se’ ._

2]

of about $0,95,Holimes said )
“One of the problems 15 almost {3
every mune In the world 15 prot- 2
table at $0,90 a pound Evervone i
who can 1s bringing a copper mine :
on stream,” said Nick Hatch, the
head of the murung analysis urut tor's
Ord Minnet n London #
The consensus among six ana-
lysts who spoke to Business Report
was that supply would grow &8
between 7 percent and 9 percent
this year while demand wouldigg
grow at 2,5 percent to 3,3 percent A
Bloomsbury precicted an oversup- 5
ply of 475000 tons by August. Last .
year, world production was about -
10,44 nullion tons New munes wull §§
add 1,1 mutlon to 1,23 mullion tons ¥
of capacity by 1998 i
A crucial factor changing thel@:
market’s dynamucs 1S a processing 9
technology known as solvent
extraction electro-winnung, which§
can cut the production cost of cop-S&
per from about 70c to between 0c i
and 50c Not all copper ore 15 suit- J&
able for the process, but 1t accounts i
for about 25 percent of world pro-i§
duction and 1s growing )
It 15 apphed to old mine dumps §
and 1s planned for many new low-§§
cost munes coming mto production
mn the next three years
* As aresult, analysts warned of a j8
possible shakeout m the world mar- g
ket, dnven by the new breed of low- |
cost producers .
“(A shakeout to a much lower
price) should happen tn theory. But
everyone said 1t would happen in i

1993 and 1t didn’t,” Hatch said
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Standar

By LLEWELLYN JONES

Johannesburg — Standard ~ Bank
would retrench or redeploy hun-
dreds of workers n 1ts latest round
of restructuring, said the South
African Commeraial Catering and
Allied Workers Union (Saccawli)

Saccawu said 1t beheved the
number of employees targeted
because of the contimung activity
value analysts was prejudiced
agawnst blacks

The analysis 15 being conducted
in conjunciion with McKinsey's cor-
porate consultants

The bank 1s evaluating
emplovee functions mn relation to

&
g/319b
g business

Saccawu members expressed
their outrage by picketing the gala
opening of the bank's new head
office for Standard Corporate and
Merchant Bank it Summonds Street,
Johannesburg, on Wednesday

In a letter of protest handed to
Tokyo Sexwale, the premuer of
Gauteng, Saccawu said the bank
was not implementing atfirmative
achon policy to promote blacks to
seruor management positions.

Saccawu represents about 2 per-
cent of the national bargamng unt
and 15 not officrally recogrused by
the bank

Graeme Rowan, the general sec-

rejudiced
reR) s

°

. |
ary orsasbo the Finance Union, §

agreed with a Standard Bank
spokesman that the South African
banking sector was emerging from g
years of protection and had to ?'
change to meet foreign competition. J
“We recogrused that change was
mevitable and that it has to be prop-
erly managed — a lesson which less §
experienced trade urnions have yet |
to learn” |
He said he was unaware of any
retrenchments planned at this ime,
though the union accepted that
Gtandard Bank needed to cut is g
staff levels by about 20 percent over | ;
the next three to five years if it was §

to remain competiave




David McKay
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IMPALAPlatinum has rejected
proposalgyfrom the Bafokeng to
settle their dispute over royalty
payments on its Deeps Area in the
Northwest province.
Implats said the offer amount-

led to a “take it or leave 1t” ap-

proach. “They were based on the
tribe’s assessment of the case
which we believe is mistaken,” a
spokesman said.

But Implats was still hoping to
negotiate a settlement before the
matter goes to court

The outcome 1s important for
Implats’ plans to merge with Lon-

Implats hopeﬁél})“%g set lement

2

e entlﬂcg toglam'a Eﬂ' ghare of
the combined operation with Im-
plats if the Bafokeng win.

Last year the Bafokeng
claimed that the company did not
have legal right to its lands,

The operation consists of two
mines, Bafokeng North and
Wildebeestfontemn South, as well
as a concentrator and smelter
complex,

Implats has paid R43,5m in
royalties over the last three years.

But the tribe has alleged that
the royalty contracts concluded m
1990 between Implats and the
tribe’s trustee, former Bophutha-

tswana Presmident Lucas Man-

gope, were void.

rho’s platinum operations Lonrho
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! keng nation during past decades.
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Bafokeng-Implats

David McKay

QUIET attempts to settle the dispute
between Impala Platmum and the
Bafokeng nation yesterday burst nto
the public arena, as theB afokeng re-
vealed the terms of the settlement they
had offered the Gencor-owned group

The Bafokeng, in a pad advertise-
ment, said the terms of 1ts offer would
have had minimal affect on Implats’
earmngs between 1989 and 1993, and
it had asked the group to donate Rom a
year to an educational trust as “part of
\ts contribution to the RDP”.

Implats had turned the offer down.
It said the proposal had not been “open
for negotiation”

The Bafokeng said they had asked
Implats to increase royalties fpauil for
the land to 33,5% of profits for older
leage areas and 25,8¢ for the “Deeps”.
This would amount to a total royalty
pay-out to the tribe of R10m a year,
al terms than
the annual royalties paid to the Bafo-

dispute thron

open
%Qdér itt jxisting agmae2 ” , Jm-~

plats pays the tribe about 14% of its
pre-tax profits in royalties annually.

The Bafokeng said the offer which
lapsed on February 28 would have set-
tled all disputes between the Elartles.

Impala said yesterday it d not in-
tend to respond to the claims or to lit-
igate through the media. Implats last
month had rejected the proposal from
the Bafokeng, saying it amounted to a
“take 1t or leave 1t” approach.

The Bafokeng said in their report on
therr settlement proposal that they
had decided to opguae the merger be-
tween Implats and Lonrho, whach has
been under examination by the Euro-
pean Commumty this year.

They said they had “joined the Tiny
Rowland team” and submtted a mem-
orandum to the EC outlining therr ba-
sis for opposing Implats’ right to the
lands on which 1t was mining plat-
inum, Implats is waitmng for the EC to
rule on its proposed merger with Lon-
tho's operations, which would create
the world’s largest platinum producer
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Mine royaltles row sm]me

@

]nhannesbu_rg — A dispute over
royaly payments could cost the

worldfs gfcond largest platmum

FrOM REUTER

prnducer e right to mune land
nwnqci by the Bafokeng, leaders of
the tribe, sald yesterday.

Unless Impala  Platmum
Holdings (Implats) improves ifs
current offer on royalty payments,
prospects for a settlement of the
dispute are bleak, the tribe said

The tribe 15 contesting contracts
concIuded in 1990 between Implats
and atrustee on behalf of the tribe,
Whl(‘h‘lt says are nvalid

 terms of a settlement offer,
whmh lapsed at the end of February,
Implats had either to convinee the
tribe that current agreementstwere

c,r(ml
valid, or increa ruy yments
by between 25 percent and 33,5 per-
cent.

The Bafokeng contend that
should 1ts action be successful,
Implats will lose 1ts rights to mimne
the land, and 1t will be entiled to
claim profits made by Implats while
minng under invalid agreements

Implats says 1t 15 willing to settle
the dispute and 15 awaiting further
particulars to clarify the claim,

Under the agreements covering
implats mines on Bafokeng land,
the tribe 1s entitled to about 15 per-
cent of taxable income,

The tribe has taken its case to the
European Commission which 1s
currently evaluating a proposed
merger , between Implats and
Lonrho Platnum.
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By Isaac Moledi

AN eight-man committee, mvolved
in a dispute with a North West com-
munity over the mismanagement of
mullions of rands worth of royalties
for miming rights paid out by a vana-
dium mune 15 being mvestigated by
the Office for Serions Economic
Offences

The commuttee 15 led by a well-
known North West businessman,
Gabriel Mokgoko

OSEQO director Jan Swanepoel
has confirmed that the matter
between Mokgoko’s committee and
another faction within the Bakgatla
tribe of Krokodilkraal and Uitval-
grond, near Mothotlung, over the
distribution of royalties totalling R9
mullion has been handed to his office
for investigation

Swanepoel says the dispute 1s well
known as it has also also been report-

[R— e T

e TR )

Mandela and the Minmstries of Justice
and Minerals and Energy Affairs

The row between the two fac-
tions revolves around payments
which a mining company, Vametco
Minerals Corporation, has apparent-
ly been making since 1988 to a com-
muttee led by Mokgoko

Vametco was granted rights to
mine vanadium by famihes in these
{fwo areas

One faction, led by Amiel Sefo-
lo, has accused the company of
paying royalties to Mokgoko's
committee, which 15 not recog-
msed by the community

Sefolo’s group says Mokgoko's
group was elected by the co-owners
of the two farms 1n 19835 to haise with
Vametco over payment of royalties,
but the commuttee has since refused to
call elections for new office-bearers
althongh the constitution calls for

rtions every five years
There are also claims of misman-
agement of the royalties since the
committee took over 1n 1983
Sowetan‘s efforts to solicit com-
ments from Mokgoko's group were
futile
Attempts by North West premier
Popo Molefe to resolve the dispute
could not get off the ground because
a meeting scheduled for today has
been cancelled
The Sefolo group says it can-
celled today’s meeting [because 1t
was called at short notice by the
North West government 5~
“The premier was asked-by Pres-
ident Mandela i February last year
to resolve the matter He preferred
not to do so until we reported the
matter to national government
departments and the Office for Ser-
ous Economic Offences,” a
spokesman for the group said

_______________________________—-—-————————>
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NKOMATI BONANZA?

The Nkomati joint venture between the
Anglovaal and Anglo American groups
could yield more than the mtially pro-
jected 3 000 t/month of nickel-nch con-
centrate from the Slaathoek and Uitkomst
farms near Komatipoort, Mpumalanga

If further feasibihity studies now under
way yield positive results, 1t will enable
the partners to exploit additional ore re-
serves — possibly next year

But the mitially projected concentrate
tonnage of 36 000 t/year would only
yield 2 500 sales tons of nmickel a year,
says Anglovaal Minerals spokesman Ju-
han Gwillm The

exports Nickel LME prices now hover
around US$8 000/t, after coming off a
previous high of $9 600/t

Columbus operations GM David Mar-
tin says that, based on the Middelburg
producer’s production spiit of roughly
70% austenitic (nickel-containing) and
30% ferntic stamnless steel product, its to-
tal nickel requirements would be about
42 000 t/year Current local mckel avail-
ability 15 around 21 000 t/year Iscor
would also need large tonnages of nickel
on full production at their Pretoria-based
plant

“We have had provisional talks with
the Nkomati partners and hope to obtain
all our future nickel requirements from
local sources,” says Columbus CE Fred
Boshoff “This would

balance of the con- | -
centrate would be | ;
cobalt, copper, plat-
inum,  palladium
and gold #
So the Nkomati | -
project’s first stage | &~

would not go farto- | %« %akae-

wards meetmg the { -~
nickel requirements | . ;’g
of the two mam ™ 4 .
stainless steel pro- | 4 § .
jects — Columbus [%"- Z
(600 000 t/year) and {~ *.
Iscor (400 000 t/year)
“Discussions  are
an advanced |}

at

stage,” says Gwillim, [ iRl

“to have the initial B CERIECEEEEE "

concentrate produc-
tion toll-treated (lo-

help us save about
R250/t on nickel 1im-
port transport costs ”
Iscor Pretoria works
GM Harry Delport says
local sourcing of
stainless steel produc-
tion nickel require-
ments would also pro-
vide a saving on
inventory  require-
ments “But the ques-
tion remains whether
I Nkomatt would price
its metal at import or
. | export panty levels ”
3 Gwiliim says the re-
A sults  of feasibihty
& studies on the rest of
Nkomati's ore should
be ready by year-end

Fred Boshoff
transport costs

cally and offshore),
as we don'tintend to
buld smelting and
refimng  facihties
now But depending on expansion
prospects now under mveshgation, this
remains an option for the future ”

Nkomat1 recently announced that it
would produce 36 000 t/year of nickel-
rich concentrate over 15 years by exploit-
ing the 3 Mt sulphide zone at a capex cost
of about R140m

But three additional ore zones, to-
talhing about 52 Mt, are now under In-
vestigatton Should the partners decide
to expand ore explotation and build
smeliing and refining plants, the project
could become a major economic Injec-
tion for the province

An expanded project would not only
help meet the nickel demands of Colum-
bus and Iscor — but also lead to lucrative

FINANCIAL MAIL « APRILD - 1996

saving on nickel import

“There’s a lot of inter-
est about possible de-
velopments and a de-
cision could be made
early In the new year

“The additional ore bodies are fairly
complex and also have a lower nickel
content One could foresee a phasing-in
process taking place ”

Nickel concentrate production from
Nkomati’s first stage should start flowing
during the first halfof 1997 &

TECHNOLOGY EXCHANGE
B1G BROTHER

SA and the European Union hope {o
conclude a far-reaching agreement on
scientific and technological research be-
fore mid-April

Wwith research funds becoming less

readily available, local research bodies
should consider the co-operation agree-
ment as a potential lifeline

The negotiations were the direct result
of a June 1995 decision by the European
Council of Ministers to assist SA's frans-
tion process

The envisaged agreement caters for
the sharing of research information 1n all
fields

Robert Adam, deputy director-general
of the Arts, Culture, Science & Technol-
ogy Department, expects the nforma-
tion sector to gain the most “Southeast
Asia’s ability to produce tremendous
growth 1s directly linked to that region’s
abihity to gain access to European tech-
nology The negotiations should give us

a comparable edge "
In practice, SA research bodies —
councils, universities, privaie-sector

organisations and government ~ will be
allowed to co-operate in projects with
EU counterparts from at least two differ-
ent member-states

The EU partners’ costs will, to a large
extent, be carried by the union SA will,
however, share In the knowledge This
will allow local projects to be co-funded
by the EU, a process that could save lots
of money The total budget for techno-
logical co-operation amounts to R70bn
unti} 1998

The co-operation 1S, however, reCIpro-
cal SA would be expected to share its m-
formation with overseas counterparts

The EU has categonsed this country as
a developing nation, which has addi-
tional benefits In three sectors, the
country can qualify for direct EU funding
health, agriculture and environmental
research

Sources in the European Commission,
which negotiates on behalf of the EU, say
they were impressed when they toured
research bodies and councils here

“Especially in environmental research,
SA could play a meaningful role and I see
no problem for direct funding for some of
your projects,” says one

They acknowledge that SA has a
strategic location for ozone layer re-
search — a highly sensitive 1ssue in Eu-
rope, where pollution has been accorded
prioriy

The research field in which this coun-
try could gain most 1s agriculture Some
European research bodies, especially
universities, have made 1impressive pro-
gress in bio-engineering technology

The uriversity of Ghent in Belgium has
become famous for its seed engineermg
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nance, and the plug was pulled early this
year SAA had the field to itself Three
major US carriers, United, Northwestern
and Delta, are interested In entering the
market but have no immediate plans to
offer a service using their own equip-
ment Instead, they intend to make use of
the third country codesharing provisions
of the new agreement which will enable
them to ticket passengers on European
carrters with whom they have entered
alhances

Third country codesharing was the
1ssue that caused negotiations on a new
treaty to founder acrimoniously last year
The US was determined that Pretona
should allow US arrlines to funnel cus-
tomers to SA aboard the aircraft of Euro-
pean partners on an unlimited basis
SAA baulked DOT responded by refus-
Ing to let SAA put on extra flights for the
holhiday season

The SA side took another look at the
question and returned to the table at the
end of last month offering to phase n
third-country codeshares From that
point, negotiations proceeded quickly,
resulting in agreement on the terms of a
new treaty within days Two US carriers
will be allowed to serve SA with third
country partners within 18 months, ris-
ing to four by the fourth year

SAA, meanwhile, gets to expand its
own alllance with American Airlines and
to provide service to four US cities on top
of 1ts existing destinations, New York
and Miami It 1s permitted to sell seats to

another 10 cities under codesharing ar-

rangements, rnsing to 25 by the end of
1998

Other important features of the deal in-
clude a new right for SAA to serve the US
market through a Latin American city
and pick up passengers en route In re-
turn, US carriers will be ailowed to pick
up SA-bound passengers from certain
agreed cities 1n Africa For the first year
of the agreement, each country 1s al-
lowed 11 weekly passenger roundtrips,
increasing to 21 within five years

This 1s not the completely deregulated
“open skies” approach the US side now
regards as first prize 1n such negotia-
tions, and US officials are quick to char-
acterise the agreement as transitional
But there 1s also no doubting that the
Clinton administration 1s happy that the
1ssue 18 settled, especially with another
piece of unfinished business from the
apartheid era, the Armscor arms smug-
gling ndictment, continuing to cause
friction W

i

" ATLANTIC AIR “
THAT FUEL . . . ISH FEELING

Mercedes-Benz SA chairman Christoph
Kopke had to dig into his own pocket to
get 100 guests home 10 Johannesburg
after Shell refused to accept charter com-
pany Atlantic Air's fuel credit card when it
tried to refuel one of its jets

Kopke had to phone Shell HQ in Cape
Town on Monday evening and person-
ally guarantee payment before the ol
company would agree to refuel the char-
tered Boeing 727 at Port Ehzabeth air-
port The awrcraft was returning from
George, where guests had attended the
launch of the new Mercedes E-Class

What should have been a 20-minute
stop to drop off a few guests and top up
with fuel turned into a 90-minute delay
before the aircraft could take oif

Shell refused to accept Atlantic Air's
card because the awrhne didn't have
enough in 1ts jet fuel account to cover the
bili Atlantic chairman Johan Crouse

admuts this in a letter of apology to Mer-
cedes “With all charters we undertake,

e

Christoph Kopke
bilf

had to foot the avgas

unless arrangements have been made
with the client to organise the fuel them-
selves, we uplift fuel with our credit card
We, however, ascertained that payment
had not yet been transferred to the credit
card institution ”

By the time Atlantic Air learnt of the
problem and trnied to sort 1t out, Kopke
had already acted, says Crouse who alsa
headed up the now defunct Phoenix Air

Mercedes had onginally booked the
charter flight through Swiftflite, of
Lansera atrport According to Swiftflite
director Nola Kropman, it subcontracted
Millionair Charters, which 1n turn got an
aircraft from Atlantic

Says Kropman “We paid Millionair the

full amount for the aircraft, which n-
cluded all aspects of the charter — In-
cluding fuel costs "l

DRUG PRICES

D ’
OCTOR'S ORDERE_ /¢ /? é

Health Minister Nkosazana Zuma is
probably better known for her part in the
R14m Sarafina 2 fiasco and imports of
Cuban doctors This week, she managed
to attract attention for health industry
changes she has implemented

On Monday, clinics opened to anyone
who wants {ree primary health care And
government announced 1t would slash
medicine prices

The prohibition on pharmacists and
private doctors from placing a mark-up
on prices 1s to be enforced And If prices
still don't drop, the Health Department
will limit the number of drugs available

From July, people will have to pay a
dispensing fee, probably R12, and the
wholesale prices of the drugs they need
Dactors will still charge consulting fees,
which are expected to increase But -
cences will be granted to dispensing
doctors only if there are no pharmacies
near them

Pharmaceutical Manufacturers’' Asso-
clation president Mike Norris says asso-
clation members will have to see how
price-cutting affects the industry “If
drugs become more affordable and
prices more transparent through the dis-
tnbution chain, we welcome it ”

Consultant Ossie Bellingan says the
new pricing will atfect retail pharmacies
“Many of the smaller operations are al-
ready marginal and some can expect bad
news,” he says “Others have restruc-
tured to meet the challenge ”

Bellingan says that with ownership
able to change to nonpharmacists, many
retaill pharmacies may move mto chain
stores But many people who cannot pay
cash for drugs will still prefer local phatr-
macies which grant credit

Government has also shown 1t 1s seri-
ous about curbing drug price r1ses by an-
nouncing the Health Department will co-
operate with the drug squad to overcome
the theft of State medicines To boost this
effort, all medicine — whether bought by
the State, sold by retailers and dispens-
ing doctors or exported — will be colour
coded to 1denfify use or destination

A police report says it will be possible
to enforce the measures under the Act
regulating medicine control W
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| David McKay
THE platinum price was likely to
spend most of the next four years lan-
guishing between $410/0z and $415/0z,
hemmed in by the threat of Russian
supples, analysts said at the weekend,

The metal — which was trading at
$405/0z late 1ast week — would remain

subdued as Russia dipped in and out of

its nnquantified stockpile to feed its
appetite for foreign exchange.

The Moscow menace helped pull the
JSE’s platinum index to a year low late
1ast week.

It stood at 4 779,8, agamst a year
high of 6 661,96 reached last April.,

Impala Platinum hit a year low of

R62 last Thursday, against a R101
high last July,

Anglo American Platinum was off
its year low at R25, against a high of

R31,560 touched last June.

Several analysts, who declined to be
named, said that predictions on the
size of the Russian stockpile ranged
between 2,5-million "ounces and 5--
inillion ounces.

Russia would filter its supplies into

Platinum price vs index
> |'[,f| o Hnn!dyhlm:m E'E'Eﬂl
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Russian threat expected
to cap plat%gm price.

the market slowly to ensure the price
was not driven down. But this would
also keep a cap on the price.

“Predicting the size of the stockpile
which the Russians are willing to use
and the long-term platinum price 1s
lik?1 playing donkey’s tail,” an analyst
said.

Palladium was expected to be
capped at $140/o0z by the same Russian
approach.

The rhodium price was expected to
remain uninspired at between $300/0z
and $350/0z

Russia put 500 0000z from its re-
serves into the market last year, as its
exports rose 19% to 1,2-million ounces.
SA producers lifted their production
6% to 3,35-million ounces last year,

Analysts said earmings growth
among SA producers would become in-
creasingly dependent on the industry’s
ability to bring down operating costs,

Platinum’s bleak outlook conld also
have dire consequences for Gold Fields
of SA’s Northam Platinum operation.

(Gold Fields has previously set a
$430/0z platinum price assuming a
R3,80/dollar exchange rate as
Northam’s break even threshold.

The mine has been assisted by the
rand’s recent weakening, which some
sources said could have given Northam
another 12 months’ breathing space.

On last week’s record low close for
the rand of R4,14, Northam’s break
even price would have been just below
$395/0z.

Amplats and Gold Fields have pre-
viously indicated that merging
Northam and Amplat’s Rustenburg
operation could be an option.

An analyst said an announcement
could be expected soon , but the two
companies said at the weekend that
there had been no talks,
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Mining industry
report of platinum 1

G

David McKay

THE release of new data by the
Council for Geoscence which con-
firms the presence of high concen-
trations of platinum in so1l over a
widespread area of Northwest
province has been met with scep-
ticism by the SA mning industry.

Gold Fields of SA new business
executive director Richard Robin-
son said the miming group, which
has only just managed to bring the
long-troubled deep-level platmum
mme Northam to profitability,
would be mterested in exploring a
bankable shallow depth or open-
cast platinum reserve

However, he believed that ex-
gloratmn of the area in the past

ad produced some “disappoint-

ing results”.
«~Gold Fields would examine fur-

&D 8[5(9

r completed studies by the
council on the area, but develop-
ment m the area would depend on
the definite presence of a reef, and
the chance that 1t was economic,
Robinson said

“If something cropped up and
was viable, with a good grade, we
would look at putting money mto
an exploration, particularly if it
was at a shallow depth ”

A spokesman for the Council of
Geoscience said that a total of
4 000km? had been examined in
two studies on an area close to
Brits m Northwest

He said that platinum-rich
horizons m the Bushveld complex
could be clearly traced over a
strike length which covered more
than 100km 1n total

“It appears that this anomaly is
also present towards the north of

sceptical about

1Z>Iorthwest

Pilanesberg within the Rusten-
burg Layered Suite ”

High platinum, palladium and
gold concentrations were found
soils close to the operating plat-
mmum nunes of Gencor’s Impala
and Anglo Amercan’s Western
Platinum and Rustenburg Plat-
mum, he said

The British mmning group RTZ
and SA’s JCI had requested data
from the first study which was
completed last year, but neither
group expressed any interest in
developing the area.

An analyst said that the pres-
ence of platinum concentrates in
the area was most probably a “red
herrmmg”

Geological anomahes were
probably the cause of the. plat-
mum concentrates which had
been recorded, he said
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Impala-B
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THE long-runmng legal dispute be-
tween the Bafokeng tribe and Impala
Platinum 1s careering towards a
Supreme Court showdown, with
serious consequences for Impala 1f 1t

loses
The tribe 18 contesting the validity

of miming lease agreements, con-
cluded by former Bophuthatswana
president Lucas Mangope on 1its be-
half 1n 1990, which allowed Impala to
mune tribal land in perpetuity.

The stakes for Impala, valued on
the JSE at R4,4-billion, are awesome
If 1t loses the court case it loses the
right to mme on Bafokeng land,
which accounts for 80% of its lease
area It may then he faced with a
claim for hundreds of miilions of
rands 1n profits

The stakes for the tribe are almost
mil if 1t loses, 1t will continue to re-
celve royalties as it has in the past

Both sides are equally confident of
their legal posttions.

Impala contends that even 1if the
Bafokeng win the case, they will
have to renegotiate over an asset
that 1s not that attractive to other
companies. In practical terms, 1t 1s
inconceivable that Impala would be
forced to stop mimmng iribal land, but
a win for the Bafokeng would cer-
tainly strengthen 1ts position at the
negotiating table

The tribe’s lawyers jomned Tiny
Rowland’s legal team 1n an attempt
to scuttle the merger between Im-
pala and Lonrho last month The
merger was rejected by the Euro-
pean Commussion on the grounds
that 1t would stifle competition, a de-
cision Impala 1s appealing.

The trnbe’s attorney, James
Sutherland of Bell, Dewar and Hall,
says Impala understates the legal
threat 1t faces from the Bafokeng

The Bafokeng charge that Im-
pala’s management is gambling with
the company and shareholders’ in-
vestments

“We are deadly serious 1n pushing
for a court decision,” says Lebone
Molotleg1, chief of the Bafokeng
“We extended an olive branch to Im-
pala with our recent offer to settle,
but we have been rebuffed There is
growing anger in the {ribe at the way
we have been {reated by Impala.”

“Impala is not gambling at all,”
says Impala spokesperson Anne
Dunn “The company is compiling its
defence to the summons 1ssued by the

afoke
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The protracted conflict between the Bafokeng tribe in the
North-West province and Gencor's Impala Platinum over
royaities for mineral rights 1s finally coming to a head in a
possible court dispute which could cost the mining
company hundreds of millions of rands. CIARAN RYAN looks
Into all the angles of this complex dispute, which touches
on indigenous law and corporate ethics.

tribe To 1gnore such a legal proce-
dure would be 1rresponsible 1n the
light of all the stakeholders the com-
pany has to consider One such group
comprises 30 000 employees depen-
dent on Impala for their own and
their families’ livelihood ”

In this David and Gohath struggle,
Impala 18 cast by the tribe as the
mendacious Golhiath, a role it feels1s
undeserved

“I behieve this case can be set-
fled,” says Steve Kearney, Impala
director. “But we need to meet the
chief, principal to principal We have
tried over the years to do this but
have failed every time Right now
the chief is 1n possession of a letter
from Impala requesting the oppor-
tunity to set up talks He says he is
awaiting the council’s approval ”

Earlier this year the tribe offered
to settle the dispute in return for a
roughly one-thurd increase in the roy-
alty rate to 21% of pre-tax profit,
subject to a R10-million minimum
annnal royalty payment. The offer
lapsed at the end of February when
Impala failled to respond. Chief
Molotlegt says the offer was more
than faiwr, given the mounting hos-
tility towards Impala among tribal
members.

'The setflemen{ offer was deliv-
ered 1n the mddle of the legal pro-
cess initiated by the tribe and it
would have been irresponsible, says
Impala, to respond to the proposal
before finalising its plea. The com-
pany needed to clanfy its defence to
the summons and calculate the over-
all effect on earmings Ms Dunn says
its request for extra time was ig-
nored, a charge demed by the Bafo-
keng Impala is open to negotiation
on royalties, but believes the 21%
royalty being demanded by the tribe
is too high

“We are already paymng 14,9% on

the older lease areas and 16% on the
new lease area, which 18 above the
going industry rate,” says Mr Kear-
ney “That 1s why they are the richest
tribe 1n Africa”

Chief Molotleg1 says there 1s no
such thing as a going industry rate
“Unlike gold, platinum 1s a rare com-
modity and the Bafokeng happen to
possess some of the richest platinum
rights in the world. One day the min-
erals will be mined out and we will be
left with nothing. What we have tried
to impress on Impala shareholders 1s
that the increased royalties we be-
lieve we are entitled to will result in
a 0,5% to 3,1% reduction m earmngs
per share, based on Impala’s histor-
ical profits. This 1s totally fair ”

Impala, says Mr Kearney, must
consider the interests of all 1ts stake-
holders, not just the Bafokeng

“The Bafokeng’s calculafions are
superficial and based on uncorrect 1n-
formation,” he says

The 21% royalties demanded by
the tribe understate the impact on
attributable income by two to three
times, says Mr Kearney. A proper
calculation can be carried out only
with detailed financial information
relating to the unhsted Impala Plat-
inum Limited, not the holding com-
pany, Impaia Platinum Holdings

Mr Sutherland says the Bafokeng
calciulations were never contested
%E.Fm confidential negotiations in

994,

Impala points to the good relations
it has nurtured with many members
of the tribe and to its involvement in
several community projects, such as
providing water to the village of Lu-
ka, as an indication of its good in-
tentions. A large proportion of 1ifs
workforce are Bafokeng.

“We have good relations with the
tribe and have {ried to strengthen
that relationship at every level,”

ispute
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says Mr Kearney. “The new chief of
the tribe, Lebone Molotlegl, worked
for Impala in the human resources
department and later as a consul-
tant. The mother of the tribe, Semane
Molotlegi, worked for the Gencor De-
velopment Trust. How could this be
possible if Impala’s relations with
the tribe were so had?”

Chief Lebone Molotlegi replies
that Impala has attempted to exploit
this historical relationship- “The
truth is they needed me and I needed
them. But now that I am head of the
tribe, I wear a different hat I cannot
influence the headmen and council-
lors to sign away the birthright of
200 000 members of the tribe because
I once worked for Impala I take in-
structions from the tribe, not the oth-
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would often slam down the phone if
pushed for comment. On the face of
it, he should have been a public re-
lations coup for Impala.

“This case is not about chief Ed-
ward’s personality,” says James
Sutherland, the tribe’s attorney
“Thas case has its roots in indigenous
law, and the chief 1s obliged to ar-
ficulate the decisions of the tribe.”

Impala denies charges that it con-
spired with Lucas Mangope. Rela-
tions between the homeland govern-
ment and Impala were often testy.
Chairman Mike MacMahon was fre-
quently carpeted by Mr Mangope for
refusing to take a hardline attitude
towards worker representation bod-
ies in the days when trade unions
were banned 1n the homeland

Relations between Im jala and the
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ne of Impala Platinum’s mines in the North-West province

“The managers at Impala are
hard-nosed businessmen and one can
understand that when they saw a gap
they took it,” says Mr Sutherland
“But they knew that if Mangope was
toppled the agreements concluded in
1990 would almost certainly be chal-
lenged.

“Despite repeated requests, were-
main 1n the dark regarding the basis
of Impala’s contention that the 1990
agreements are valid. However, it is
a fact of indigenous law and the law
of the Bafokeng in particular that
decisions relating to the disposal of
land or land-related interests have to
be taken at a general meeting of the
iribe Impala is aware of this as its
earlier agreements with the Bafo-
keng had been authorised in this
manner. Geor 'e M /' . \LLANI¥



“We do not expect the chief tosign

away the tribe’s birthright,” says Mr
Kearney. “We would just like the op-
portunity, dened us up to now, to sit
around the'table and talk”

It strikes the outsider as strange

| that the new chief of the tribe, a for-

mer Impala ¢employee and consul-
tant, should ryddenly lead a chal-
lenpe which threatens the very
existence of the company. The chief
says he must carry ot the wishes of
the tribe, but s open to settlement
provided Impala puts something on
the table. “If they think our demands
are too onerous, they must come
back with a counter-offer,”

The origins of the dispute are lost
:n the mists of time and, according to
Impala, centre on the personality of
one man — the late chief of the tribe,
Edward Molotlegi, father of the cur-
rent chief, Lebone, Terse and iras-
cible, chief Edward, who died last
year, was known as a stubborn and
difficult man who, once he joined a
fight, pursued it to the bitter end. In
later years he became moré in-
tractable and seemned convinced Imn-
pala was conspiring with Lucas Man-

_gope against the tribe. He refused to
discuss the case with journalists, and
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Bafokeng soured
when disputes arose over the calcu-
jation of royalties and later when the
chief was denied access to confiden-
tial mining records on the grounds
that he was a director of Bafokeng
Minerals which was competing with
Impala for mineral rights.

Chief Edward then attempted to
have Impala’s lease agreements
cancelled. Before this case could be
heard, however, Edward was forced
mto exile following s arrest and
torture by the Bophuthatswana po-
lice on suspicion of involvement in
the failed attempt to topple former
President Lucas Mangope in 1988 —

denied. While in exile,
Mangope appointed Edward’s es-
tranged brother George as acting
chief of the tribe. George, considered
by most tribal headmen to be a proxy
for former President Mangope, con-
cluded far-reaching agreements
which gave Impala the right to mine
iribal land in perpetuity in return for
no increase in royalties

The tribe contends that such far-
reaching agreements could be con-
cluded only following consultation
with the entire tribe.

chief Edward repeatedly’
President

i the' late 1980s " appointment was ‘regarded‘as’ el

gitimate by the tribe, dud not convene
a general meeting of the tribe be-
cause he was simply not able to doso,
Tn any event s appomtment was
subsequently set aside in the
Supreme Court ”

Impala mamntains that all agree-
ments are valid and concluded n
good faith; “We had a business to
run,” says Mr Kearney. “We could
not wait seven or eight years for
chief Edward to return from exile to
secure the lease area. We were sat-
isfied that Mangope as trustee was
legally empowered to sign the agree-
ments.”

In a recent twist, the tribe says 1t

discovered that due to a legal over-,

sight datng back to the 1970s, former
President Mangope was not trustee
of the tribe and that therefore all

‘ agreements signed by lum are m-
‘valid Because this is a purely legal

point, it can be decided geparately by
the Supreme Court and could be
heard within months.

If the court finds that Mr Mangope
was a trustee, the tribe will never-
theless contest that Mr Mangope was
not properly authorised to conclude

the 1990 agreements on 1its behalf

e )
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Platinum demand by application
000 oz 1994 1995

Cafalyst.  Gross 1 870 1 850
Recovery {810) (335)

Jewellery 1740 1810

Industrial 815 990

Invesiment 395 345

| 4510 4660
Western sales to Ching

50 130

e T
TOTALDEMAND 4560 4790
. T —————

—

Source Johnson Matthey

thage platmum 217)
(R iy} 9%

John Spirg South African supplies mcreaged by 210000  domestic plodice
DEFUTY EDITOR  ounces t0 3,37 mullion ounces Even so, they This outlook 1 reflected 11 the recent

wete only margmally higher than 1 1993 strong demand for platinum counters on
ndustrial tonsumptron of platinym Jagt Russian shipments increaged by 270000  the JSE The shares of Rustenburg Platnum,
year was higher than 1t had beenfor 16  ounces to 1,28 mulhon ounces the world’s largest producer, have been
years, helping to boost demand for the Johnson Matthey predicted firm indys- particularly firm, consistently scaling new
metal by 5 percent to 479 mullion ounces  tnal demand this year, a modest semjew-  highs over the past few days
This was among the findings of Johnson ellery demand and stable demand for plat- The JSE's platnum share index has
Matthey n 1ts Platinum 199 publtcation,  1num from the automotive ndustry gamed 25 percent since the Jast week of
released yesterday south African supplies were expectedto  March, Suggesting that the market hag
The firm said a further rge In platimum  1ncrease and Russian sales were hkely tobe  taken a new and more optimistic look at the
jewellery fabrication was balanced bylower  mantained at Jast year's levels It expected  sector Despite this new-found buoyancy,
demand for plattnum mn cay catalytic con-  the plattnum price to range between $390  the mdex has done no more than recover to
verters and investment products Record and #430 an ounce for the rest of thisyear  the leye] ruling m August last year It

Russtan shipments and 5 recovery i South The firm found that demand for palladi-  remains wel] below 1ts 8400 peak of
African production combned to raise sup-  um grew by 25 percent to 6,1 million September 1994
Ply by 10 percent to 4,98'mllion ounces ounces last year, owing to mcreased use In Therefore, though sentiment has

The average price Tose 5percent to  electronyc components and the wider appls- tmproved lately, there could be scope for
$424,22 last year, mainly as a result of spec- cation of palladium-rich vehcle catalystsin  further mprovement, bearing in mind that

ulative interest early n the year Europe and North Amercy the present rand price of platinum 1s higher
The firm'said that demand for platinum Supplies ncreased by 20 percent to  than st was when the platinum share index

for the manuficture of glass, electrorics 6,34 miilion ounces, with Russian ship-  wag Jagt at present levels

and autonibhive components had raised ments having nisen to 42 malhon ounces Also worthy of note 15 tha platinum

industrial congumption by 21 percent to Johnson Matthey expected continued  shares are only margmnally higher than they

990 000 ounces growth in the consumphon of palladium — were year ago Rustenburg has shown the
The platiwim jewellery market expand-  for electronics and vehicle catalysts this third-largest gain, but even so it 15 only

ed by 4 pefcent to 1,81 mullion ounces year “Newly mined supphes will be aug- 10 percent higher than its level year ago

Motor'Vehucle catalyst demand declined mented by further substantal sales from Impala, Lebowa, Messing and PGM are
20 000 ourices to 1,85 million ounces,  Russtan stocks The price, which peaked at priced lower than a year ago Northam has

mainly becalise of lower usage of plainum-  $178 Apnl 1995, should trade between  managed a 3 percent advance The higher

rich catalysts 1n Europe $120 and $150 1n 1996 ~ rand platmum price could aso herald a
Despite strong mvestment demand 1n Given this background, the carnings  new dawn for the mothbajed Barplats

Japan, sales of platinum bars and comg fei} outlook for South African producers 1s The optumistic scenario 18, of course,

90000 ounces to 345 (00 ounces Chinese  hughly encouragng With dllar prices for  diluted should the rand recover o about
Imports of platinum rose by 70 000 ounces platinum and palladium likely to be af R4,00 to the dollar, though the odds on thy

t0 130 000 ounces worst stable, the more favouraple rand happenmng in the next few months appear
On the supply side of the equation,

prices add a powerful new dumension to  distant at present,
o T T - —— it 11 —"
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By John Spira

Johannesburg — Worldwide produc-
tiont capacity could exert sharp down-
ward pressure on the copper price
pefore the end of the vear, Stephen
Briggs, a metals analvst at EW
Balderson, said at an Atrox seminar

Briggs said copper producers had a
tustory ot prontability at least 50 per-
cent better than the rest ot the world’s
non-terrous mining mndustry, a charac-
terishic that had attracted the attention
ot the large miming houses

Copper had become the “flavour of

the month” @, 7—)

_—

Coppér boom could “force prices down’

The consequent boom 1n produc-
on had prompted Briggs to take a
bearish meduum-term view of the
metal's prospects

Briggs said the price of lead was
likelv to remain strong for at least the
next 18 months despite having more
than doubled gnce 1993

cT (B ) 14.)s/qb
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Low costs buffer Palamin
against faﬂcji} COpper price

David McKay

COPPER producer Pal-
abora Mining would be
hat if the sharp fall in the
metal’s price was sus-
tained, but would be un-
derpinned by 1ts low op-
erating costs, the group

| sand yesterday.

The RTZ-owned com-
pany said the recent
price fall, which knocked
three-month prices on
the London Metal Ex-
change to a 2l1-month
low on Monday, would
affect earnmings.

However, Palamin
could shoulder price fluc-
tuations as 1t was in the
lower half of the world’s
low-cost producers. Its
cash costs ranged be-
tween US40¢/1b to 45¢/1b,
against an industry
average of between
65¢/lb and 70¢/lb
“Although Palamn

will reduce profit, 1t has
experienced significant
fluctuations 1n the cop-
per price over many
years, therefore the com-
pany 18 relatively re-
sihent,” commercial di-
rector Barry Aitken said
Another factor 1n
Palamin’s favour was
that it produced by-prod-
ucts at low cost, mmclud-
mg mckel sulphate and
some uranium oxide.

Aitken saad the cop-

er price would have to
all below 50¢/lb before
Palamin would start to
produce copper concen-
trate at a loss “A sus-
tained price at thus level
is laghly unlikely and
would probably put most
of the world’s copper pro-
ducers out of the mar-
ket,” he said.

The company bhfted

net mcome 72,4% fto
R370,2m for the vear to

December, mainly due to
hgher copper prices. Its
average COpper price was
about $1,36/1b.

Its share closed un-

changed at R69 yester-
day, agamnst a R74 year

hxgh last month
Analysts said the
London Metal Exchange

(LME) sell-off, which
two days wiped 12%
from values to $2 375/t,
was hikely to leave cop-
per prices lower

Fdey Rogers base
metals analyst Michael
Byrne said the dollar
copper price would prob-
ably fall 10% a year dur-
ing the next two years.

The average price

next year was hikely to be
about $2 350/t due to ns-
mg LME inventory lev-
els, which could reach
400 000 tons by the end
of this year, agamst
150 000 tons last June.
Copper supply was al-
so likely to jump given
the string of new copper
projects in the pipehine.,
These icluded Pala-
mm’s R1,5bn under-
ground project, which
would produce 90 000
tons of copper a year by
2003, against Palabora’s
141 723 tons last year.
Aitken said the new
project’s operating costs
were low compared to 1n-
ternational rivals.

GUARANTEED
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ASBESTOS DICHOTOMY
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GEFCO

4 ACTIVITIES Mines and produces blue and
amosite asbestos, 15 mvolved in brick
manufacture

@ CONTROL Drrectors 52%

%! CHAIRMAN- H P Hart

# GAPITAL STRUGTURE. 359m ords Market
caprtahisation R21,5m

8 SHARE MARKET Price 60c Yields 15% on
dividend, 26% on earnings, p € ratio, 3,8,
cover, 1,7 12-month high, 90c, low, 50¢
Trading volume last quarter, 2,9m shares

Year to December 31 '3 M 9
Turnover (Rm) 082 449 400 484

Operating profit (Rm) (0 04 37 {0

e

Operating margin (%) na na 93 nfa
Earnings (c)* 98 270 116 153
Dwvidends (c) 30 240 1756 90

* Before exceptionals

MSAULI

i ACTIVITIES Produces white asbestos

@ CONTROL Gefco 33%

< CHAIRMAN H PHart

2 CAPITAL STRUCTURE: 6,5m ords Market cap-
italisation R9,5m

.3 SHARE MARKET, Price 145¢ Yields nil on
dividend, 56,2% on earnings, p eratio, 1,8
12-month lmgh, 275c, low, 100¢ Trading

volume last quarter, 818 000 shares

Year to December 31 0w W %
Turnover (Rm) 830 980 925 941
Qyser.sting profit (Rm) 149 142 78 4%
Operating margin (%) 167 145 84 49
Eamings {c)* 1852 1353 934 808
Dividends (c) 325 1250

30,0 nil
* Betore exceptionals

i ——— L

Gefco mines and sells a product which,
to be blunt, 1s shunned almost every-
where and for which adequate substi-
tutes have been found Widely consid-
ered a dangerous carcinogen, 1ts use has
been banned 1n many countries

The surprise is that Gefco, 100 years
old last year, 1s still going and, more than
that, in good shape It makes modest
profits, 1s ungeared and has a strong
cash flow When his consortium took it
off a gratetul Gencor’s hands some years

ago by a management buyout, few gave
chairman Pat Hart much hope of sur-
vival He has proved everyone wrong

This 15 not to say that all 1s hunky-dory
Gefco produces a blue asbestos called
crocidohte from various sites m the
Northern Cape Crocidohte 1s a long,
harsh fibre in a shrinking market with a
preference for long soft fibres

In1995, two Middle East countnes, tra-
ditional 1mporters of blue asbestos,
banned its use Hart says one result is
that sales fell 27% and adds that the mar-
ket 1s such that “tonnage lost through the
withdrawal of customers  cannot be
placed elsewhere Sales for the new year
will be further reduced ”

Gefco's approach to its disappearing
business 1s to match monthly demand
with production by drawing down from
the high stocks and supplementing these
with what Hart calls a stop/start under-
ground mining operation coupled with
surface milling and blending

Faced with the inevitable demise of 1ts
traditional business, Gefco has made a
number of attempts at diversification,
none with much success
A gold mine operation
(called Von Brandis)
proved an unhappy expe-
nence and has been sold
A venture into coal min-
Ing was disastrous and
the company took a
pounding

Then 1t bought ash/ce- #
ment brick operations FEon
called Altocrete neari -
Vereeniging and Vander-
bylpark, turmover from &g
which last year was Pat

1
o

Hart

R17,8m (1994 nil) SO fal, wemmmmmsamommememmmmmsmmasmmsmn

this hasn’t been much cop
elther Hart says 1995 was a disappoint-
ing year and management has been
“through an extenstve learning curve,”
shorthand for saying RDP expectations
let them down

But bricks are an integral part of any
housing development, so 1t's not unrea-
sonable to presume that if (when?) the

% Gefco
Cents

175

RDP finally gets into gear, Gefco may be
a significant beneficiary

Over the year, cash balances were
eroded from R44,3m to R27,2m How-
ever, 1t redeemed R14,4m of prefs,
pumped R10,5m 1nto its Altocrete pur-
chase and paid dividends of R4,8m
Debtors (R32,9m) and credifors (R38,3m)
are well balanced, all of which makes
Gefco a significant asset play

In addition, 1t holds a third stake 1n
Msauli, another asbestos producer
whose main competitor is Swaziland's
Havelock ming, just across the border
Basically, Msaul's problems are the
_____ same as Gefco's with one
= difference  Msaulr's chry-
«_ sotile asbestos fibre has a
- much stronger demand
profile
; The result i1s that turn-
BBs- over actually rose, If

. margnally, to R94m Un-
fortunately, that wasn't re-
peated at operating level
Margins were nearly
halved to 4,8% from 8,5%
That translates into oper-
ating profit of R4,6m (1994
R7,8m)

Nor 1s the balance sheet
as robust as Gefco’s A net
dechne 1n cash balances of R9,2m takes
the available sum to only R4,5m (1994
R13,7m) And the futures circumscribed
for the time being by a lack of ore re-
serves Hart (also chairman of Msauli)
says the “extensive exploration pro-
gramme over the past few years has not
yet produced any significant additions to
FINANCIAL MAIL - May 10 1996 J
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GEFCO/MSAUL!

ASBESTOS DICHOTOMY
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GEFCO

B8 ACTIVITIES: Mines and produces blue and
amosite asbestos, 1s mvolved m brick
manufacture

& CONTROL: Directors 52%

B CHAIRMAN: H PHart.

B CAPITAL STRUGTURE- 359m ords Market
capitalisation R21,5m

B SHARE MARKET- Price 60c Yields 15% on
dividend, 26% on earnings, p e ratio, 3,8,
cover, 1,7 12-month high, 90c, low, 50c
Trading volume last quarter, 2,9m shares

Year to December 31 2 93 M4 9%
Turnover (Rm) 82 449 400 484
Operating profit (Rm} 50 (04 37 (01
Operating margin (%) nfa nfa 93 nfa
Earmgs {c)* 98 270 176 153
Dividends (c) 30 240 175 90
* Before exceptionals

MSAULI

B ACTIVITIES- Produces white asbestos

W CONTROL. Gefco 33%

W CHAIRMAN: H PHart

B CAPITAL STRUCTURE- 6,5m ords Market cap-
italisation R9,5m

B SHARE MARKET. Price 145¢ Yields nif on
dividend, 56,2% on earnings, p eratio, 1,8
12-month high, 275¢, low, 100¢ Trading
volume last quarter, 818 000 shares

Year to Decembar 31 2 93 ‘M %
Turnover (Rm) 890 980 925 941
Operating profit {Rm) 149 142 18 46
Operating margin (%) 16/ 145 84 49
Earnings (c)* 1852 1353 934 808
Dividends (c) 325 1250 300 nml

* Before exceptionals

Gefco mines and sells a product which,
to be blunt, 1s shunned almost every-
where and for which adeguate substi-
tutes have been found Widely consid-
ered a dangerous carcinogen, its use has
been banned In many countres

The surprise 1s that Gefco, 100 years
old last year, 15 still going and, more than
that, in good shape It makes modest

profits, 1s ungeared and has a strong |

cash flow When his consortium {ook it
off a grateful Gencor’s hands some years

ago by a management buyout, few gave
chairman Pat Hart much hope of sur-
vival He has proved everyone wrong

This 1s not {o say that all 1s hunky-dory
Gefco produces a blue asbestos called
crocidolite from vartous sites i the
Northern Cape Crocidolite 1S a long,
harsh fibre 1n a shrinking market with a
preference for long soft fibres

In1995, two Middle East countres, tra-
ditional mporters of blue asbestos,
banned 1ts use Hart says one result 1s
that sales fell 27% and adds that the mar-
ket 1s such that “tonnage lost through the
withdrawal of customers  cannot be
placed elsewhere Sales for the new year
will be further reduced ”

Gefco's approach to its disappearing
business 15 to0 match monthly demand
with production by drawing down from
the high stocks and supplementing these
with what Hart calls a stop/start under-
ground mining operation coupled with
surface mithng and blending

Faced with the inevitable demise of its
traditional business, Gefco has made a
number of attempts at diversification,
none with much success
A gold mine operation
(called Von Brand:s)
proved an unhappy expe-
nence and has been sold
A venture into coal min-
Ing was disastrous and
the company took a
pounding

Then 1t bought ash/ce-
ment brick operations
called Altocrete near
Vereemging and Vander-
bylpark, turnover from
which last year was PatHart
R17,8m (1994 nil) So far,
this hasn’t been much cop
erther Hart says 1995 was a disappoint-
ing year and management has been
“through an extensive learning curve,”
shorthand for saying RDP expectations
let them down

But bricks are an integral part of any
housing deveiopment, so 1t's not unrea-
sonable to presume that if (when?) the

B Gefco
Cents
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RDP finally gets into gear, Gefco may be
a significant beneficiary
Over the year, cash balances were
eroded from R44,3m to R272m How-
ever, it redeemed Ri144m of prefs,
pumped R10,5m into its Altocrete pur-
chase and paid dividends of R4,8m
Debtors (R32,9m) and creditors (R38,3m)
are well balanced, all of which makes
Gefco a significant asset play
In addition, it holds a third stake In
Msauli, another asbestos producer
whose main competitor 1s Swaziland's
Havelock mine, just across the border
Basically, Msaui's problems are the
same as Gefco’s with one
M difference Msauli's chry-
I sotile asbestos fibre has a
much stronger demand

e profile
The result 1s that tum-
over actually rose, If

2% marginally, to R94m Un-

A fortunately, that wasn't re-
peated at operating level
Margins were nearly
halved to 4,8% from 8,5%
That translates into oper-
ating profit of R4,6m (1994
R7,8m)

Nor 1s the balance sheet
as robust as Gefco’s A net

' decline In cash balances of R9,2m takes
' the available sum to only R4,5m (1994

R13,7m) And the future 1s circumscribed
for the time being by a Iack of ore re-
serves Hart (also chairman of Msauly)
says the “extensive exploration pro-

| gramme over the past few years has not
. yet produced any significant additio

ns to
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ore reserves ”

The two are an interesting dichotomy
Gefco has a strong financial structure but
the future of 1ts core business 1s mited
by rapidly declining demand Demand
for Msaull's product remains firm but 1t is
struggling with lower margins and a
swiftly reducing ore reserve whose char-
acteristics also appear to alter at depth

Neither counter is favoured much
Gefco's p € 15 3,8 and Msauli's 1,8 Both
are near therr 12-month lows, indehble
messages from a market which clearly
sees considerable uncertainty, a charac-
tenistic it dishkes David Gleason
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Lebowa Pfafinum
faces R69m clai

!
David McKay % 2K

ANGLO American %létmun:%s Lebowa
Platinum 1s facig a R69m claim after
last weel’s Appeal Court ruling over
base metalsit recovered in Lydenburg,

Independent mmerals company
Trojan Exploration, victorous in Fri-
day’s court raling, said last mght the
cash was derived from revenue Leplat
raised from the minerals — copper and
nickel — on the Umkoanestad farm be-
tween February 1993 and the date of
the court decision

Trojan, manager of minerals owner
Pyramd Platmum, said it would 1ssue
a summons agamst Leplat unless it
paid within 14 days, and also threat-
ened to take further legal action unless
Leplat, Amplats and mainstay Rusten-
burg Platinum opened their books to
Trojan within two weeks.

The company said 1t would also
bring a court mterdict unless Leplat
stopped removing concentrate from the
mine immediately. .

Leplat — whose turnover for finan-

, Cnntinkled on Page 2
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1s the time to 100k for other commodities

— especially in our own backyard.”

In Gencor's case — and as the FM com-
mented at the time — the Billiton trans-
action catapulted the group into the first
rank of aluminium-related producers but
emphasised 1ts lack of exposure to other
base metals such as coppet, Zinc and 1ron
ore

The group’s move into Indonesia (prin-
cipally on the 1sland of Inan Jaya) where it
hopes to exploit what may be a major
copper-gold porphyry deposit, more re-
cently mto Zambia in partnership with
Anglo and Western Mining the
Konkola project, and now into Zaire, un-
derlines 1ts determination to expand its
horizons

Anglo's reluctance to venture again
into the Tenke project 1s understandable
as a gutreaction And the grealer group’s
more recent expenences in Zaire with
diamonds haven't exactly been happy
ether This makes 1ts announcement
that 1t has established a joint venturc re-
lationship to examine the reopening of
the Kipushi zinc mine, on ONe of the
world’s richest deposits, an 1mportant
signal

The Kipushi mine, close to Lubum-
bash, 18 thought to be capable of produc-
ing as much as 160 000 t of zinc a year
The Anglo joint venture has been set up
with America Mineral Fields, a company
owned by Jean Raymond Boulle whorose
to fame through the discovery and part-
ownership of the fabulous Voyseys Bay
nickel depositin Canada.

Later steps may embrace expioltation
of the Kolwez1 talings, deposits of cop-
per from earlier treatment, totalling per-
haps 130 Mt grading 1,5% David Gleason
and Arnold van Huyssteen

b
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RUMBLE IN g}gE z:%

1ne push by SA mining giants ngo
Africa 1s developing an uresistible mo-
mentum Hard on the heels of Anglo
American Corp’s recent moves into west
and Central Africa comes news that Gen-
cor and Iscor are competing for a stake in
the Zawrean Shaba province's copper
prospect, Tenke Fungurume

Tenke 1s considered by many to be
among the richest copper ore bodies still
unexploited — provisional geological as-
sessments vary widely between 50 Mt at
6% copper grading and 250 Mt at 4,5%

[ronically, 1t 1s the same project from
which Anglo walked away in the
early Seventies, after having
spent between US$50m and
$100m The partners in the first
- and 1ll-fated — attempt to de-
velop and exploit the Tenke re-
serve included Standard Ol (of
Indiana) and Japanese trader
Mitsul

Anglo’s mvolvement was se-
cured for 1t by Maurice Tempels-
man, an American businessman
who cultivated a hfe-long habit
of emerging i cunous places
around the time major mineral
nghts deals were bemng struck
Interestingly, Tempelsman was also
Jacqueline Onassis-Kennedy's constant
comparuon in the last years of her life

Gencor and Iscor have been shortlisted
along with businessman Adolf Lundin’s
International Petroleum Corp — previ-
ously based 1n Geneva and now 1n Van-
couver — for selection by the Zatrean
State-owned mining company Geca-
mines

The pertinent question 1s what's differ-
ent now that will make another effort
successful” Gencor business develop-
ment CE Bobby Jurd says Zawe and
Gecamines have followed a strict tender
procedure and there 13 clearly a strong
appreciation of the project’s potential
importance Whether that will prove suf-
ficient 1s another matter

The Tenke Fungurume reserve 1s situ-
ated between Shaba capital Lubumbashi
and the mining town of Kolwez1 Typical

LZAIREAN MINING PROSPECTS

of deposits In this region, the shallower
capping 1S oxide In nature, becoming sul-
phide with depth and generally mixed
This makes extraction complex but easily
within the hmaits of current technologies
However, 1t 15 unlikely 1t can be
achieved without the use of sulphuric
acid — and this 1s in short supply This
lllustrates the nature of the problems
which lie ahead and which are mostly as-
soclated with inadequate infrastructure
A heavy-duty road will be needed over
about 60km Power will have to be
brought in, probably by inking into a gnd

connecting with Zambia's Copperbelt
Power Company or Gecamines' own net-
work or both

Getting sulphur 1n and then making
acid 1s one imponderable Another will
be to get the copper out, either as a con-
centrate or in semi-finished form such as
cathodes Rail transport either across
Angola to Lobito or through Zambia to
Dar es Salaam or SA ports are the only
alternatives

Whatever route is chosen will be ex-
pensive So will be the capital costs 1n-
volved — perhaps as much as $1bn or
more This raises another issue which 1s
that Zawre 1sn't exactly on the World
Bank's top ten list A recent default
means any new mining venture seeking
assistance from the International Fi-
nance Corp (the Bank’s private invest-
ment arm) 1s likely to find the going
tough This 13 important because the

U

o

IFC's role as an underwriter of last resort
1s vital to development in countries such
as Zaiwre

What this latest news also does 15 to fix
attention on the extent to which SA min-
Ing houses have decided to become ac-
tively involved 1n a new scramble for
Afnca Unfortunately for them, an inher-
ent drawback 1s that, to be successful, the
ability to make speedy decisions 1s a pre-
requisite

This 13 why Australlan and North
American Juniors are nOw swarming
over the continent and why their activi-
fies are changing the nature of
the base metals ndustry

It 1S now possible for serious
juniors to raise modest capital
backing — suffictent to permit
early feasibihty studies which
can be turned into what 15 called
a bankable document This can
then be used to entice the majors
who, If they're interested, must
pay a premium for entry Down
the line, SA houses will have to
treaf juniors on this basis

Lundin 1s a good example of
this At one stage involved m
East Dagga, Lundin has since hit
the jackpot with an Argentinian copper
venture called Bajo de Alumbrera His
interest in Tenke presumably will be to
launch a comprehensive prefeasibility
study and then to invite participation
from majors

Meanwhile, the latest move into Shaba
also highhghts the extent to which SA
houses are changing their own strate-
gies Iscor CE Hans Smith says that with
Saldanha Steel and the conversion at
Pretonia (to stainless steel production)
now on track, the company can meet its
physical demands over the next 10 years
“This led,” he says, “to a strategic policy
decision to look at sub-Saharan mining
projects for future growth ”

And Iscor Mining’s bustness develop-
ment GM Con Fauconnier says the
change makes eminent sense “We oper-
ate world-scale, highly effective and
profitable coal and 1ron ore mines Now

FiNaNCIAL MAIL - JUNE 21 - 1996
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since early May was accelerated by the
panic In New York's Comex last week
Disclosure of a US$1,8bn loss, run up
over 10 years In unauthorised dealings
by Sumitomo’s chief trader, only brought
forward the expected decline

Analysts have been bearish about the
outlock as new mine production In
South America comes on stream, turning
a 1995 supply-demand defict of
250 000 t into a surplus

Unlike other base metals, the reces-
ston of 1993 when copper was $1 600/t,

——
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| did not deter investment

Chilean mines with production costs of
$1 100/t went ahead Output will hit the
market over the next three years

“Copper Is umque,” says Wilham
Adams, a metals analyst at LME trader
Rudolf Wolff Adams says Alusaf's
Richards Bay project was now the
world's only big smelter project under
way — “which means continued tight-
ness in supply ”

But, m the copper market, the South
American Influence will reverse last
year's imbalance when Western output of
Just over 10,2 Mt was outstripped by de-
mand of about 10,5 Mt In 1996 refined
copper output will increase by 650 000 t
against a 300 000 t nise in demand

Hence Rudolf Wolff puts this year’s
surplus at 100 000t Another 550 000t
of new output 15 expected m 1997 and
though offtake could nse by 450 000 t the
overhang could reach 200 000 t

But stocks remamn low LME ware-
house inventories dropped 11 200 t last
week with China withdrawing 23 000 t
Any supply disruption — such as a down-
turn 1n Russia where some production 1s
becoming marginal due to the increasing
costs of inputs — will upset the picture

Meanwhile, the price continued to dnft
down this week after the combination of
the Sumitomo shock and heavy selling
byhedge funds At$2 085/t onthe LME it
was 26% down from the year's high and
nearly 33% off the peak of $3090
recorded 1n January 1995

Rudolf Wolff expects the metal to trade
in a range of $1 800/t-$2 300/t but says
this forecast could be upset by Chinese
demand, accelerated economic recovery
In Japan as well as Europe in 1997 and
stronger than expected activity in the US

The panic in the market seems to be
over Fears that Sumitomo, whose trader
Yasuo Hamanaka had been supporting
the price, will be forced to liquidate a
huge long position saw last Friday’s turn-
over on Comex more than treble to
17 920 lots (of 11 000 Ibs each) with the
price falling 109% On Monday Comex vol-
ume was down to an estimated 12 500
contracts

The main sufferers may turn out to be
traders in the dernvatives markets who
sold put options at $2 300/t down to
$1 900/t to producers hedging against a
downturn In New York E D & F Man es-
timates options covering 5 Mt are still 1n
the market, threatening to undermine fu-
tures prices as these positions are un-
wound B




Amplats strikers face
back-to-work interdict
Renee Grawitzky 213 ’m ‘

" RUSTENBURG Platmum Mines yesterday obtained
an urgent interdict ordermg illegally striking work-
ers to return to work at two strike-affected sections

The company intends serving the interdict today
at Amandelbult and Union sections of the mine
However, yesterday the strike spread to'the third
section of the mine, affecting two shafts of Rusien-
burg section’s five shafts. The company estimated
that 19 000 workers were on strike. ‘

The strike began on Tuesday mght over worker
demands for payouts from a number of schemes in-
cluding death benefit and long service schemes

The company said discussions were continuing
with worker representatives, but were difficult as no
union was mvolved Amplats said the situation was
quiet and there were no threats of violence.

Reuter reports Northam Platinum Ltd said yes-
terday, that about 180 metallurgical workers had em-
barked on an 1llegal strike on Wednesday L

Prodiiction from the concentrator and output of
final product from the base metal removal plant had
not been affected so far, but no productio waztakmg

Place};l:'?mthe smelter. 0 98 /é g
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exploration rights

David Mclao ‘7/?’ l C?é

ANGLOVAAL’s mineralg division
Avmin has won exclusive rights to de-
velop Zambian copper reserve Konkola
N urfh, signalling a major step upin the
group’sinternational expansion.

€ division — with interests in
base metals and diamgnd mine Vene-
tia — gaid yesterday it planned to tar-
get ore resources of ahout 100-million
tons over an area of 4 300hg.

It declined to value the develop-
ment, though previous estimates sug-
gested a $500m price tag.

The development hag been eyed by
Anglo American, an indirect share-
holder 1n mineral rights owner Zambia
Congohdated Copper Mines (ZCCM).
Anglo plans to develop nearby Konkola
Deeps. A spokesman said it was “too
early” to comment on’Avmin’s move,

One condition of Avmin’s deal is
that ZCCM can take a stake in the pro-
Ject if it goes ahead, Avmin said it was
also exploring the possibility of bring-
ingin partners atan early stage,

Another condition is that Avmin
’ commtgto a pre-feasibility study in-
volving a minimum of 50 000m of dja-

S 213
mond drilbmg withih 24 months.
A full feasiblity study within a fur-

ther two-year period would be complet-
ed if the study results were positive It
could then acquire a mining licence to
develop a mine, Avmin said.

The copper resource is cloge to a
large de-equipped shaft in a central
area known as the “saddle lode”.

Spokesman Julian Gwillim said
this was one of several international
exploration projects being undertaken
by Avmin The division was exploring
elsewherein Zambia and Namiha.,

The division was aware copper
prices were currently weak, but the
Konkola North project could he low
cost.’ A decision on development was
four to five years away. The feasibility

Togramme would be financed from the
ivision’s exploration budget,

Konkola North has been a hotly con-
tested area, with severa] international
companies vymng for mineral rights

Analysts suggested Anglo would
want to pool Konkola North with
Konkola Deeps at a cost of $1,1bn,

The move follows Anglovaals deci-
sion to reshape its mining interests.in-
to separate groups, Avmun and Avgulg.
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By Jonathan Rosenthal

Johannesburg — Anglo American
Platmum (Amplats) has reported
an 18,7 percent mncrease n earn-
ings a share to R1,90 for the year
end June 30

Net mcome after tax increased
20,4 percent to R319 mullion from
last year R265,3 mullion, the com-
pany said yesterday

Tmproved earmings at Rusten-
burg Platnum and Potgietersrust
Platinums helped offset a big fall
in earnings at the Lebowa mines

Platinum prices were softer
than last year, with Amplats
achieving an average market price
of $413 an ounce during the year,
compared with $420 for the last
financial year

But the weaker rand coupled
with an inproved dollar price for
nickel and improved nckel, palla-
dium and copper sales increased

(2 ) c:r%rz,?mi

sales revenue to R4,63 bilho
R4,1 bilkon

Total ounces of refined plat-
mum climbed at Rustenburg and
Potgletersrust but fell at Lebowa,
leaving a total increase of only
128 900 ounces

Rustenburg, the
largest mme 1 the
Amplats  stable,
increased 1ts gross
sales revenue by
12,2 percent  tO

| Earnings up
i but ‘industrial
relations

]
reased rjm R852 to R938
Potgietersrust  reported 2
7 percent mcrease In 1ts €arnings 4
share to R1,16 from R1,08 last year
Head grades fell to 4,44 from
4,6 grams a ton and are expected
to fall to about 4,05 agamnst this
year as the mmne
enters the lowest
orade area of the
mire Grades should
pick up next year {0
about 504 grams a
ton, the company

R3,89bilhon, but 7 l f .

the total cost of & chimare remains  grector said

cales also rose B volatile” Lebowa, which
| volatite ,

18 percent to R3bl- & Amplats sard “contin-

lion ues to be the problem

As a result of
nflationary cost pressure and a
margmnal decline n head grade to
57 from 5,8 grams a ton, the on-
mune cost of producing an ounce
of platinum increased 10,5 per-
cent Total costs a refined ounce

chuld m the stable”,
expertenced productivity prob-
lems in the second quarter
Changes m management led to
improved ~ productivity  In
February, with production n the
last three months of the financial

year indicating that targets would
be met 1n the next financial yeat
On-mime costs rose substantially,
with a 24 percent 1ncrease In
labour costs due to wages being
equalised with those of the other
mines

The July strike at Rustenburg
resulted m lost production of
97 000 ounces, significantly lower
than estmates of 150000 made
during the strike Lost sales rev-
enue was estimated at R255 mul-
lion but production was said to be
back up to 95 percent of normal
levels

However, Barry Davison, the
managing director of Amplats,
warned that “the mdustnal rela-
tions climate remamns volatie”
Forecast earnings for the next
financial year were likely to be
stmilar this year’s, he said

] See Business Waich
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‘Rebundling’

option under
the spotlight

al
IT WOULD b= “desirible

if Anglo American Plat-
inum could consohdate its
holdings in the Rusten-
burg, Potgietersrust and
Lebowa munes, according
te Amplats managing di-
rector Barry Davison

Asked this week whet-
her there would be a “re-
bundling” of the mines,
Davison said no decision
bad been taken, but the
matter wag being investi-
gated He saw rebundling
as the desirable outcome
If this transpires, Amplats
looks expensive in relation
to the value of its holdings
1n the mines

Amplats was formed
last year when Johannes-
burg Consolidated Invest-
ments was split into three
Industrial holding compa-
ny Johnme and gold and
other mining company JCI
Ltd have been made avail-
able as black economic
empowerment  vehcles,
but major shareholder An-
glo American chose to re-
tain 1its platinum invest-
ments via  Amplats
Amplats also houses the
old Johnmes' diamond
holdings, a sipmficant con-
tributor to earnings

In the year to June, Am-
plats earned R320-million
after tax, agatngt last
year's R265-mmllion, with
diamonds  contributing
R113.2-mullion Earming- a
share at Rusplats ¢limbed
by 4% to 314,4¢c and by 7%
at PPRust to 1162¢ But
Lebowa Plats’ profit fell

ts

y JULIE WALKER

SLOTDHIEITE.

Wages were brought mto
line with those at the other
Amplats mines but there
was no mprovement in
productivity, particnlarly
in the first half

Expanston plans for
Lebowa are onice now that
a contingent hability has
arisen following the out-
come of the appeal by Tro-
Jan Exploration The Ap-
peal Court awarded
Trojan’s company, Pyra-
mid Platinum, co-owner-
smp of the ore on Um-
koanestad, the Lebowa
Plats’ farm Lebowa hag

provided R200 000 for legai |

costs and warns 1t will be
misleading to speculate on
the extent of the Liability

Following last month's
tliegal strike and dismissal
of 28 000 workers at Rus-
plats, production 1s at 95%
of previous levels Davison
warns the situation 1s still
volatile and he cannot say
Rusplats 15 out of the
woods yet The strike re-
sulted in a 97 000 ounce loss
iIn  platinum production
worth R255-million

Plabinum supply ex-
ceeded demand by only
180 000 ounces last year
The price appears to be
firmng because of the pro-
duction loss 1 South
Africa and talk — dis-
missed by Davidson — that
Russia’s stockpile 15 near-
ing exhaustion

SUNDAY TIMES Business Times Awanct 4 1995 7 r?
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INSIDE MINING

Slzmg up platinum

oth Anglo American
BPlatmum Corporation
(Amplats) and Impala
Platinum (Implats) are suffering
in grim market conditions But
Amplats continues to plan for
growth while Implats has been
forced to postpone 1its expansion
programme for the foreseeable
future
That 15 one of the main con-
sequences of the collapse of
Implats’ proposed merger with
Lonrho’s platinum mines that
was blocked by the European
Comnussion in April Despite
lodging a legal appeal, Michael
McMahon, the Implats char-
man, conceded thts week that
the chances of success were

remote
Implats’ expansion to
1,2 mullion ounces of plabnum a

year was to be sourced from the
Lonrho reserves. McMahon put
a brave face on the situation at
this week’s presentation, but the
reality 15 that Implats 1s in sur-
vival mode with output pegged
at 1 million ounces a year
Implats has made great
strides over the past five years to
catch up to Amplats, the ndus-
try leader, in terms of costs and
productivity. But the company
faces an even worse uphull battle

from here on as 1ts workings get

deeper and more expensive
McMahon denues the situa-
tion 15 one of “merger or bust”

“With the | i
merger we | 9
could have [ -
leapt down
the  cost
curve With-
out it we
have to con-
tinue to |
grind  our
way down
That's much
harder work,” he says

The management’s strategy
1 to use decline shafts so that a
new vertical shaft from the sur-
face will not be needed for up to
10 years McMahon reckons that
delay means all the large plat-
mum producers will be more or
less 1n the same boat on the tim-
ing of large outlays of capital ex-
penditure on new deep shafts,

Amplats 15  considering
merging 1ts three separate min-
Ing companies o one uni,
mainly to allow easter develop-
ment of the extensive shallow
and surface ore deposits that the
group controls m Mpumalanga
and Northern Province

The merger would cause
Rustenburg Platinum (Rusplat),
Lebowa Platinum (Lebowa

Plats) and  Potgietersrust
Platinum (PP Rust) to be dehst-
ed and combmed with the
Amplats holding company
Analysts say this merger
could only be fair if there were

BRENDAN RYAN

potential at the various mines

They are concerned that
Lebowa Plats and PP Rust share-
holders may be prejudiced, com-
pared with Rusplat sharehold-
ers, 1f insufficient weighting 15
given to themr expansion poten-
tial, which seems more attractive
than that of Rusplat

Such a merger would be a
complete about-face from the
mid-1980s, when the Atok sec-
tton of Rusplat was split off and
listed separately as Lebowa
Plats, and then followed by the
development of PP Rust.

Rusplat’s managing director
at the time was Brian Gilbertson,
who 15 now chairman of Gencor
He said the split was to help
Rusplat expand and fight the

market battle agamst newcom-

ers to the platinum game, such
as Northam, Lefkochrysos and
Messina
Though unsaid, it was fairly
obvious that the separation
would protect the mnterests of
Rusplat, the flagship producer, if
g went wrong with the
development of these relatively
unknown platinum ore bodies
on the eastern hmb of the
Bushveld 1gneous complex
(BIC)
Thus scenario was in contrast
to the trred and proven mumng

operations on the western limb
of the BIC around Rustenburg,.

roblems
ﬁdlgdnsure of the expansio (‘bﬁ

decade l[lter LL pictureis a

lot clearer, but the priorities are

/the same One 15 to develop the

shallow and surface deposits
near Lebowa Plats, because 1t
will be cost-effective, another 1s
to ensure that Amplats retamns its
hold over those mineral rights

Many of these nights belong
to the Lebowa Minerals Trust,
which 15 1n a state of flux The
recent Appeal Court decision
agamnst Lebowa Plats on base
mineral nights i favour of
Trojan Mining has to be a matter
of concern for Amplats

Lebowa Plats does not have
the funds to expand Rusplat
does, but would have diffrculty
justifymng any big capital expen-
diture on behalf of the separate
company to 1ts shareholders. If
the two are merged these prob-
lems fall away. Developing
Lebowa Plats faster makes sense
for Rusplat because its
Rustenburg section 15 reaching

the mature stage of 1ts economic
life |

Merging the four compames &
would create by far the world's’,
biggest ﬂlaﬂnum producer 'wlthf
a powerhouse balance sheet and*
a very tradable share, |

This should attract greater
attention from international
investors not intetestéd i ‘Wwhat
they see as Mickey Mouse
stocks, such as Lebowa Plats and
even PP Rust

]
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AS THE world’s second largest
ferrochrome producer, CMI has
two main competitors for in-
vestors’ rands.

Gencor-held Samancor, the
world’s largest, can offer diver-
sification, with 1ts manganese
business, which is expected to
do better than ferrochrome 1n fi-
nancial 1997, and 1ts holding in
Columbus Stainless Steel.

Also, Samancor has locked-
in markets for three quarters of

| its ferrochrome production,

through joint ventures and sup-
ply arrangements

The JSE’s only other pure
ferrochrome player, Swiss-held
Chromecorp, is seen as growing
more aggressively than CMI.
The Iscor ferrochrome supply
tender it was awarded last year
is one of the largest ever, and 1ts
expansion projects wili hift out-
put by more than half,

CE Sandy Wood’s reply to

¢ critics is that while CMI, in the
JCI fold, may be more conser-

vative, it was confident of 1ts
customer base. The group has a
broad spread of customers in
growth phase.

A quarter of its sales are to

- Amernica, 35% to Europe and

I
L
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40% to the high growth Far
East markets.

“At this stage we would
rather grow with our cus-
tomers,” Wood said. He said the
group was open to joint ven-
tures (1t has one, with Japan’s
Mitsui) but entering into these
was not a top prority.

Its major tﬂ.ﬂlﬂt is to develop
good relations via contractual
arrangements. Since 1977 SA’s
share of world output has grown
by 6% annually: CMI’s has
grown by 7%.

With the ferrochrome mar-
ket looking to be in a depressed
phase for at least a couple of
years, the differing strategies
adnmd by the three producers
are likely to be put to the test.

The SA industry1s, however,
well placed to weather tough
markets, Its costs are below the
average cost line for the indus-
try worldwide (which 13 about
the same as present spot prices
of US 42¢-43¢/1b).

MD Zed van der Walt saad
CMI would become even more
cost competitive within the SA
industry via development of the
Thornchffe underground mne.

CMI bought Thorncliffe’s
mineral rights from JCI last
year Ore quahty proved excel-

Thorncliffe mine to keep CMI
a step ahead of industry rivals

FOOTNOTES

By Hilary Joffe

lent and the group found it
could develop it more cheaply
than on y envisaged.

The group raised operating
income by 135% and at-
tributable income 68% to
R169,3m for the year to June.
Gearning fell to 256% (53,5%) as a
result of payments from Mitsm:
in terms of the joint venture
agreement and the 1ssue of new
shares to pay for the Thorncliffe
mineral rights It expects to be

oDl

price on news of the disposal of
its assets indicated the market
had no doubt the compan
would be better off as a cas
shell. The white goods and ap-
pliances grou%, with brand
names hke KIC, Indesit, Hi-
tachi, Hoover and Whirlpool,
has been 1n the red for four of
the past seven years. Losses for
financial 1995 and 1996
amounted to R57Tm.

For controlling shareholder
Powertech, which took over the
then Picaph in 1993, 1t is a mat-
ter of cutting its losses. Gen-
tech, representing an eighth of
Powertech’s assets and just 3%
of its market value, has been a
significant drain on profits
(R22m 1n the latest year), and
has dragged down the rating of
the Powertech share.

Gentech’s htany of woes 1n
recent years mcludes political
and labour unrest in KwaZulu-
Natal (1ts plant 18 mn Isithebe),
cheap mmports, “grey” imports
and problems following 1its ac-

wsition of Hoover. Last year it
closed 1ts stove manufacturmg
plant 1mn Isithebe and Hoover's
East London manufacturing op-
erations. The main focus now 18
on fridges. Most other product
lines are1mported

The deal involves the sale of

g{inmpal subsidiary Gentech
ading, made up of KIC’s and
Hoover's manufacturing and
distribution activities, for
R20m. The buyer’s identity 18 to
be disclosed before the end of
this month. The remainder of
the assets (properties and cash)
go to Powertech, to be set off
ag%ﬁstgﬁﬁ : Fecu]ﬂ d tha

e yst 8 te t
a consolhidation of the whole a
phance industry is on the cards,
since 1t is unhkely to survive
competition from imported
goods without radical action of
some sort.

Barlows ried more loss-
es (from R3,4m to R7,9m) in its
Consumer Electronics Durables
division for the six months to
March. At Malbak, Defy in-
creased sales volumes and mar-
ket share but Tedelex’s margins
were it hard by imports in the
six months to February.

Yet the industry did have
some success stories: small ap-
pliances manufacturer Nu-
World raiged interim earnings
by 59%; Masterfridge, which
manufactures its products in
Swazland, last week reported a
57% hike 1n earnings for the
year to June (and whose chair-
man Charhe Palmer is being
sued by KIC). Both are increas-
Ing exports.

On the domestic front they
seem to be benefiting from Es-
kom’s electrification pro-
gramme in ways which o
are not. Whereas stoves and
washing machines might not be
on shopping hsts of those 1n
newly electrified shacks, toast-
ers, kettles and fridges are

THE verdict on Impala Plat-
inum following rts 377 dechne
Ine for the year to June:
competently mined, but naive

ﬂntélerand.

roup Success 1n cuntmmrelg
costs was somewhat disgms
by the impact of a furnace fail-
ure 1n August. Excluding this,

costs an ounce of platinum re-
fined were up yust 6%

Chairman Michael Mec-
Mahon said operating costs had
not risen in absolute or unit cost
terms for three successive
years. Underground productiv-
1ty improved 6% during the year
~— this was driven largely by the
group’s self-directed work team

programme.

McMahon expected further
efficiencies to help earnmgs n-
creasein the current year.

Once the group’s disastrous-
ly timed hedging programme is
out of the way, the weaker rand
exchange rate will aiso help

earnings.

Dollar metal prices fell 16%
during the year to June. Im-
plats’ achieved exchange rate
was R3,76 to the dollar, against
R3,60 the year before — a rise of
only 4%. Compare Amplats’
Rustenburg mine, which
achieved an average exchange
rate of R3,82, up 6%, or PP Rust,
whach got R3,86 —up 7%.

The hedging programme
knocked an estimated 40¢ off
earnings a share, which were
down 37% to 282¢. This was the
main reason analysts under-
esti:;uate&i 1iil;fe extent of the
earnings decline.

To make things worse, the
group decided in February to
extend the hedge, at R3,92 to
the dollar, to December. This
covers $193m worth of antici-
pated receipts (the figure at the
1995 year-end was $71m, at an
average R3,73 to the dollar) —
equivalent to almost a thard of
the latest year’s turnover.

Amplats, by comparison, has
forward cover contracts on
$60m of receipts up to Novem-
ber, at rates from R3,83 to
R3,90

For 1ts first half, Implats will
receive an average exchange
rate of about R4,15, aganst the
R4,50-plus levels of last week.
But 1t stands to gain once the
forward contracts are unwound
mn the second half.

If platinum group metals
prices improve too, next year
could see a little more than the
“reasonable recovery” predicted
by McMahon




Impala to spen
on two shaft dec

In the latest I]?lpalﬁ

David NcKay

' IMPALA Platinum will
develop two shaft de-
clines costing about
R250m this year as the
hkelihood of obtaining
shallow and cheap ore
reserves from the merg-
er with Lonrho fades,
" says the group
' "A company Spokes-
man said yesterday the
‘No 10 shaft declme de-
 velopment, and exten-
| qion of No 1 shaft de-
cline, would allow it ac-
cess to deeper reserves
for the next few years.
Other dechne devel-
opments were also under

way, postponing the >

aeed for a R1,5bn shaft-
ginking  programme,
which could commence
about 2010, he said.

This comes against a
background of mcreas-
ing pessimism from Im-
pala and Gencor that the
appeal to the European
Commission regarding
the blocked merger plan
would be unsuccessful.

annual report, chairman
Michael McMahon said
the company viewed the
merger: with Lonrho’s
platinum division as “re-
mote”. Gencor chalrman
Brian CGalbertson said at
the group’s annual re-
sults presentation this
week prospects of a
merger were “effectively
dead”. !

Industry analysts be-
lieved the foilled merger
plan was not disastrous
for Impala, as it had tak-
en steps to access deeper
levels of ore.

It iptended to mamn-
tain ore production at
14-million tons this year
and reduce its exposure
to chrome-bearmg Me-
rensky reef to about 30%
of total throughput by
2010. It was the ore from
the Merensky reef which
had caused the furnace
runout last year, an an-
alyst said.

The furnace runouf
was largely behind high-

er costs of R29 148/ke.

dR250m Om
: 214
lmes,

Impala would return
costs closer to the
R26 000/kg mark this

year, he said
However, analysts
agreed that Impala still

needed the support of

higher platmum group
metal prices which had
remained soft m the
19095/96 financial year
The platinum price
hovered between $430/0z
to $400/oz during the
last financial year It
moved to about $401/0z
from $399/0z yesterday.
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From left Robert Elias, Solomon Khosa,
. - Leeto, Bennet Mashonga and Peter Mathe at the Wildebeestfontein North Mine shaft.
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Production at

mine boosted

G13) Aowselan 1i[9/3L

By Abdul Milazi
Labour Reporter

IMPAIL A Platinum Mine’s radical affir-
mative action programme may have
sparked off an exodus of white miners but
1t has also boosted production

The mune 1s currently flattening 1ts
hierarchical management structure and is
traiming black workers to fill the newly
introduced positions of “crew captains’
which replaced the traditional *“miner”
positions that were previously reserved
for whates

Impala’s Wildebeesfontein South Mine
general manager Ken Field says a total of
‘719 crew captains have been tramned and
awarded blasting certificates, which were
grven to whites only in the past

An additional 1 000 crew captains are
still to be trained {for the mine to complete
1ts resiructuring programme

“We could have long achieved this if
the Department of Mineral and Energy
Affatrs had not restricted the blasting cer-
tificates to seven per mine a month ”

The mune has also promoted five black
miners to posifions of shift managers or
what used to be known as “‘shift bosses”
Such positions were also previously
awarded to whites

Field says the mine has since lost 60
percent of 1ts white miners who felt they
had no future 1n the new system

““They left, complaining that there
were far too many changes, but a few
rematned and they are all treated the same
as their black counterparts ™

The decision to change the traditional
‘army style” of management was taken 1n
1991 following a series of strikes by dis-
satisfied black workers

“We found that black people were not

L]

We found that black
people were not happy
with the way they were

treated, they were looking

for better things w

happy with the way they were being treat-
ed, they were looking for better thungs
People want to improve their lives and the
only way the mine can help them 1s by
empowering them with skills,” he says

The new system of captain crews was
first introduced 1 1992 and since then
production has improved by six percent

“Gone are the days where black peo-
ple were seen by whites as incapable of
thinking, and merely treated as a pair of
hands

“The smaller teams of 12 under the
crew captams have yielded better produc-
tion and mmproved safety, and my job as
manager 1s far easier now than in the
past”

One of the shift managers Peter
Mathe, who 1s also studying to become a
mine overseer, says his long-term objec-
tive 15 to become general manger of the
mine one day

“The doors are now open and I will
make the best of the opportunity of 1t
Blacks now have a future here because
top positions are available to everyone
urespective of colour,” says Mathe

National Union of Mineworkers
regional organmiser Nelson Radebe says
the crew captain system has proven that
given the necessary incentives workers
can produce efficiently
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David VicKay

THE European Community’s decision to
reject the proposed merger of Impala Plat-
thum and Lonrho Platinum inspired a pe-
riod of soul-searching for the SA company
— a pertod from which 1t has since emerged
with a new vision

Newly appointed MD Steve Kearney
says Impala Platinum (Implats), in which
Gencor has a 46,5% stake, still wants to un-
lock the value of its stake m Lonrho, but
that 1t recognises i1ts future success lies m
developing 1ts own resources at more eco-
nomaic levels.

As 1996 draws to an end, the company
can reflect on what has been an unsatis-
factory year in addition to the failed merg-
er plans, Impala has had to contend with
falling platinum group metal prices, pro-
duction glitches and a messy legal battle
with the Bafokeng, owner of land i the
North West Province on which Impala
mines

The dispute with the Bafokeng essen-
t1ally involves the value of annual royalties
paid by Impala, from profits, for use of min-
eral rights owned by the Bafokeng

But the dispute has grown to the extent
that questions about Impala’s fundamental
right %u mine the lease area have also been
raised.

Kearney says that the legal process con-
tinues, but he 1s hoping for an opportunity
to kickstartreal talks

“The dispute with the Bafokeng is by no
means 1nsoluble. Once the litigation pro-
cess has come to a head, we hope to sit down
and talk,” he says

Since 1990 Impala’s basket of metal

rices has slipped 50% to an average
mmmo\au It has suffered also from taking a
rand-dollar position which hamstrung rev-
enues from February to October

Because of these problems, Impala
recorded one of its worst annual perfor-
mances, dropping attributable earnings
37% to R176m1n the year to June
However, says Kearney, Impala has
1dentified a number of imtiatives to “kee
the company solidly in the pack” of worl
platinum producers These 1nvolve gainming
access to new reserves through capital ef-
ficient decline systems, and improving ef-
ficmencies from the stope face to refineries
This will be done through a combination of
new technology and innovative work prac-
frces, he says

In the restructuring of Impala’s top man-
agement, Kearney has taken up the newly
created MD’s position This will free chair-
man Michael McMahon from the day-to-
day runmng of the company to focus on 1its
sfrategic position

Kearney 15 confident of being able to turn
Impala around He has been 1n the Gencor
group since he graduated from the Colorado
School of Manes

His mtial two-year stint was at Stil-
fontein Gold Mine, then owned by Gengold
He stayed in gold miming for a number of
yvears, moving on to manage Winkelhaak
before joining Impala Platinum.

Kearney brings 14 years maning experi-
ence to his new position, largely as oper-
ations director for Impala itself.

But then mining has been a farmly pre-
occupation. not only 18 Kearney’s wife a re-
spected mining analyst, but his father
worked for a mining company in Canada’s
remote North Western Terrtories , where
Kearney grew up

Kearney says the miming industry has to
ﬁmm& serious” about a number of 1ssues, 1n-
cluding health and safety While Impala
holds most of the records for fatality-free
shafts 1n the hard rock mining environment,
he feels that safety standards are still not
good enough

The company will focus also on main-
taimmng 1ts good mmdustrial relations, pre-
dominantly with the National Union of
Mineworkers, at 1ts mines — of particular
concern for Kearney, whose first day as op-
erations director for Impala coincided wa
a strke

£

e L Tk i I

et Ty B
LR T EF,
- Oy

KEARNEY



AINHVYIN

Ll A e Bl -

-r

bl

oNLI3S ®
LA PAPIOUTOND BledUulf 0] J0J03IIp SUOTIBID
-do se Aep 7811 9s0yM ‘ASWIRII] I10J UISDUOD
rernorjred Jo — SOUIUL S} 98 ‘SIOYIOMOUTIA
jOo uoruy} [eUOl}BN oY} Y A[JUBUIIIOP
-21d ‘suomeraad TeLlSnpul pood s31 Juruie)
-urewW WO OS[e SNooJ J[m Aurduwaod ayj,
ySnous poos
10U [[I}8 aIB splepue)s L}oJes jey) s[ea) o
‘IUBWIUOIIAUS SUTULUI D01 PIBT] 93 UL S1JTYS
aoay-£91Te1e] JA0J SPJI0O2I 93} JO SO SP[oyY
eredw] oA\ AjoJes pue Yj[esay SUuIpnyo
-UI ‘SBnsST JO JAquInu g jnoqe  Snouss 105,
07 SBY L£13snpul SUTUIUL 91} SABS A9UIEBIY]
dn ma13d Aeuaeay]
aIoUM ‘ SOLIOILLISJ, WIS)SIM YIION 90D
g epeue)) Ul Auedurod SUTUIU B JI0J PIOYIOM
Ieyjej S g “sileue Suwuiwl pajodds
~81 B IJLM S A9UIBaY] ST A[UO JOU UOTIRdndd0
-oxd ATrure] v wea( sey] JUTuUIUL Usyj} jng
JI$31 e[edul] 10] I0302I1Ip SUOT}E
-10do se A[edae] ‘vomscd mau STy 01 SIUD
-trodxe Suturia sI1ead $T SSULI( ASUIedy]
umurjeJ ejedu] Surutclsxoyeq
FERY[OIUIA 93BUBUL 0} UO SUIAOW ‘SIBaL
Jo Tequunu € J10j Surtarul piod ur paiels sH
proSusr) Aq poumo ualf} ‘QUIN] PIoD) UIejuoj
IS 1B SBM JUIls Jedi-om} [eTjTU SiH
SUIJA] JO [00YoQ
OPR.IOTO)) 9T} TIOI] POBNPE.AS 91 S0ULS dNois
I00URK) 9} Ul usdq sey o punoge epedung

-—

uorjisod ordaqeals
s11 1o snooj 03 Luedwos ayj Jo duruund Lep
-03-Aep 9} WOIJ UOYBAION [SBYSIJ UBUX
-Ireyd 2L Tfim sty f, “uoryisod s (T pajeaid
LAmau oty dn uaye) sey LouIesy] ‘Jusmose
-uewt doj s eredui] Jo SULNIONIFSIT Y] U]
gAes 91 ‘s901]
-oe1d JIom SAIjERAOUUL PUE ASOJOUTDd] MIU
JO UOI}BUIGUIOD B YSNOIL) 9U0p 9] [[tM ST,
SOLISUIJa 03 298] 9d0)S 93} TIO.IJ SISIOUIIOLY
-jo Surtacadull pue ‘sWISAS SUIISP JUSIDY
-19 Teyided YSnoal} SOAISSII MOU 0} SS5300E
Surures eajoaur 9say], sieonposd wnurjerd
praom Jo oed oty ul A[pros Awedurod atjj
des3],, 03 SOATIBIITIUL JO JSUUINU € PIJLjuaprt
sey eredw] ‘Aourssy] sdes ‘I9ADMOH
PUNP 03 TBVAIUITYLTY 03 %LE
sfutuaes ojqeinqrye JSurddorp ‘s2ouew
-10Ja2d [EnUUER 98I0 S11 JO 9UO POPJIOdAL
ereduy ‘swerqoxd asoyl JO 8Sneday
I2¢039() 03 AIeNI(e,] HOIY SoNUD
-A3I Sunasugy yorym uorjisod ae[jop-pue.l
B durye; WwoIy os[e porapms sey 1 .mmxmmmm
aoSeieae ue 01 9,0¢ poddrs sBY S90LI
[eow JO 19¥seBq SE[edwi] (Q66L °UlS
sdes oy ‘{83 pue
GMOP 118 01 9do] 9M ‘PBIY B 03 SWI0D SBY §530
-oxd woreSnIy 93 22U S[qNJoSuUl sUeIW
ou £q s1 Susyoyeyq ou} Yjim andsIp 3T,
S8} [804 J1B153I13 03
Lytunjaxoddo ue goj Surdoy $1 91 Jnq ‘sonury

as18l
U923 OS[E 9ARY BOIR 9SBA[ 9] SUIW Sﬁ TYILI
[eruswspuny s,ereduwy Jnoqe suorssnb jeyy
TUIX9 91} 01 Umoas sey] ondsip ay) g
BuaNoyeq ol A( POTIMO SIYILI [BID
-utwa Jo asn 10] ‘syrjoad woas “epedury £q pred
SOT)[BAOI [ENIUUR JO ONJBA 9} SATOAUT AT[eT])
-uesso Juasojeyg ou} Uy endsip oy,
Seurur
gredw]. UOTM U0 J0UIAOIF ISOM YIION
Qyg) Ul pue] JO J2UMO ‘Juodoyeq oY} [Iism
arireq [e89] Assewr B pue S1910}I[3 WOIONP
-oad ‘saorrd rejewn dnoas wnurjerd Jurjrey
I puejuod of pey sey eredwy ‘suerd 1o
-3IouI parrej aYj 03 UOTIppe Ul Iedi AI10308]
-STJBSUN (R U923 Sey jeym uo 109Jol usd
Auedwiod 2] ‘puUe UR 0] SMBIP 9661 SV
SToAD[ oTUIOU
-009 2I0W 1€ $IVINO0SIT UMO S11 SUIdO[AIP
UL SO1] §£900NI8 9ININJ S31 S9STUS03T T 38Y)
ang ‘oYIuor] Ul 9els $31 JO an[ea ayj HI0]
-Un 0] SJUeM [I11S ‘LIS %G 0% © SBY 100UdY)
yorgm ut ‘(szerdur) mnuield ejedur] sdes
Aouaeay] 0A91g (N peyutodde ATmaN
UOISTA MIU B 31
poSiouIa 8ouls SeY] 31 YoIym wog pouad e —
Lueduion yg 97} J0J SUIoIR9S-TNOS JO POLI
-ad v pandsur umuie[g OyIUoT] pue Wnul
~1e1J eredwy jo Je81eux pasodoxd a3 gooalea
07 UOISIIOP S A Uunwinuo)) ueadotngy \n HL

Ae3o pireQ

<09 ssoooxd Teda oy 1BY] sLes Louresy]

o wm ommm_m mﬂmm.m\%wﬁﬁ ST KOUTEaS] _
u'0) spedy Surydaeas-[nos s ejedwy

UOISIA M

| A 966L G 1aquadaq ‘Aepsinyl ‘Avad SSINISNE



SA-S share of global cop-
per’ production was di-
m:{mshmg rapidly and
would “continze on a
downward trend unless
| new projects emerged,
EW Balderson metals

SA s share of global copper productjon

23

analyst Stephen Briggs
told a Metal Bulletin
conference yesterday
“As far as copper 1s
concerned the SA min-
ing ndustry could, by
the yoar 2000, be up tu
0% bigger than last year
But its share of the world
total wall be static to
down, while by 2005 1t
will likely have shrunk

sharply . unless entire-

ly new projects
emerge,” Briggs said
However, Briggs samd
SA’s base metal’s indus-
try included a number of
world class operations
and some interesting de-
velopments could come
to friation in the fzture
The largest contribu-
tor was Palabora Mining
Company, which was

38,9% owned by RTZ-

DI 13
RAand 19 l%by g]u

American

Palabora announced
in March this year that it
would go ahead with a
project to develop an un- \
derground mme which
would extend the opera-
tion’s life by 25 years

The new operation |
aims to produce 90 000
ton of copper a year for

20 years — Reuter

T

jet to 11 I
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isappoint

for Amplats after

k 21%) m 2L
idend was 15¢ a share lower at costs” off against lost revenue —  dollar platiniim price ped 8%

Sor
C W MJd d s 2 OOk
T e kAN M OURMAN Sourc. INMT e

compounded by falling dollar
prices for the major platinum
‘group metals.

BEarnings a share dropped to
53,9¢ (75,4¢ 1n the six months to
December 1995). The interim div-

‘subsidiary, Rustenburg Platinum
-Holdings, caused a loss of about

100 0000z of refined platinum,
and the total cost to the company
—— after setting the “savings on
wages, utilities and other direct

with 807 000 in the year-earlier
period, net sales revenue in-
creased marginally to R1,79bn

(R1,78bn) as the decline 1in dollar

metal prices was offset by the
weaker rand. While the average

Reinie Booysen £
. 40c. “Frankly, it’s been-a difficult was R250m, operations director to $885/0z, the rand platinum =
ANGLO American Platinum Cor- six months,” said MD Barry Davi- Brian Beamish said. pricerose 14% toR1 772/0z. ¥
! 4 poration (Amplats) brought one of son, and the “outlook for the sec- The company said it was “un- The rand price of palladium H
ol 1 1ts most disappointing semesters ondhalfisreallynot good”. lhikely that more than 40% of this rose to R566/0z (R531/0z), rhodi-
; 1 1n recent years to a close by post- Apart from the rand holdingits quantity (100 0000z) would be wum dropped to R1247/0z Ju
Pl mg a 24% decline in earnings to ground against the dollar, he saad made up during the balance ofthe (R1 492/0z) and nickel rose to
y R95,1m in the six months to De- “the major platinum group metals financial year” to June. R14,34/1b(R13,73/1b).
S cember as last year’s bitter two- continue to trail gold downwards”. Although only 690 0000z of Rustenburg’s cost of sales rose
o month strike at Rustenburg was The strike at Amplats’ main platinum were refined, compared 5% to R1,55bn, leaving profit on
| metal sales down 17% at R240m

Attributable profit was down
33% to R106,3m, and earmings a
share dropped to 81,6¢ (125,7¢).
The interim divaidend 1s 50c¢c (75¢).

Potgietersrust Platinums,

ST A

L

_ ,. . _

which was spared the labour un-
rest which it Rustenburg, fared
better, with attributable profit’ of
R166,6m (R126,1m), and earnings
a share were 51,4¢ (62,7¢c), as the
number of shares in 1ssue rose to a
weighted average of 127 ,3-million
ffomy123-mllion. The mterim div-
idend 15 28¢ (33¢)

Lebowa Platinum Mines post-
ed a loss of Rlm, against the
Wmummn wwmmﬁ during the yvear-ear-

€I period, as costs rose sharply.
.Hﬁm..ucmm a share was 0,8c¢, mw.mmuwm
the year-earlier profit of 2 3¢ a
share. No dividend was declared.
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David McKay

ANGLO American Platinum Corpora-
tion (Amplats), the world’s largest
platinum producer, 1s to merge with its

three hsted substdiaries and launch a
R1,6bn expansion programme that will
hft output by 300 000 ounces to 2,1-
milion nuncesb 2002

Three of the fﬂur listed entities, pos-
sibly mcluding Amplats itself, will be
dehsted and merged 1into one hsted ve-
hicle, to be called Amplats Details of
the merger, including which of the four
companies would be used as the single
hsted velicle, the estimated valuation
of the compames and the merger ra-
t10s, were not available yesterday

Amplats wnll make a further an-
nouncement on May 21

MD Barry Damsun said the merger
would bring the group’s mmming com-
panies — Rustenburg Platinum (Rus-
plat}, Potgietersrust Platinums (PP
Rust) and Lebowa Platinum (Leplat)
— down the cost curve The merger
would also provide the operational
flexibility to take advantage of an 1n-
crease 1n platinum demand expected
by 2000 Platinum demand was fore-
cast to grow 2% a year, the group said

———

——
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Growth m the platinum market

would be aided by the depletion of Rus-
s1an stockpiles A “gap” in the market
would be created by the turn of the cen-
tury, underpinning the group’s dec-
sion to expand capacity, he said

The planned merger coincides with
the unveiling of two projects, a new
R1,2bn mine, Boschkoppie, at Rust-
plat, and a R350m expansion of PP
Rust’s concentrator capamty

The Boschkoppie mine, near
Rustenburg, will have annual full pro-
duction of about 250 000 sunces uf re-

\ 1 9

6bn

B ib |4 [97F

0ro] ect)

fined platinum by 2[}02 The mine’s life
18 exp ected to be at least 26 years, with
4 000 employees at full productmn
Davison said Boschkoppie would
provide about 60-million tons of ore at
a head grade of 6,1g/t Platinum, pal-
ladium, rhudlum and gold would be
mined from Boschkoppie “The
Boschkoppie reserve represents what
1s believed to be the last remaining re-
source of viable Merensky Reef outcrop
n the Western Bushveld Complex ”
Dawvison said the second expansion
concerned PP Rusts’ concentrator ca-
pacity, which would be increased to
375 000 tons a month from 250 000
tons by mcreasing the milling rate An-
nizal platinum production would rise
by about 40 000 refined ounces
Amplats sard borrowings were not
needed to fund erther project as the
group had internal cash resources
The shares of Amplats group com-
panies rose on the Johannesburg Stock

Exchange yesterday, with the excep-
tion of Leplat PP Rust made the
largest gains, gaiming 120e¢ or 4,8% to
R26,25, while Leplat shpped 4c or
1,36% to end at 290c¢ Analysts said
Leplat had lost ground due to specu-
lation over the possible merger ratios
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. " Yanet Parker

, THE Bafokeng community could raise
' \'the finance to continue mining plat-
\ "inum ore reserves being mined by Im-
. pala Platinum if 1t succeeds in setting
. agide the 1990 land contracts signed
! ,between the platinum group and a
' o trustee of the Bafokeng

r A financial notice published at the

! weekend said confidential ne gotiations

» ~ between Impala and the Bafokeng

\ »were termimated as a result of the

! Bafokeng’s dissatisfaction with the at-

. rtitude adopted by Impala at the start of

 the financial stage of the negotianions

2" The move followed a financial notice
placed by Impala a month ago an-

! nouncing that 1ts relationship with the

' » Bafokeng was sufficiently re stored to

' continue confidential negotiations to

», résolve_the Jong-standing dispute be-

i+ tween the two groups.

", 5 The Bafokeng’s weekend notice an-
-2 unced 1ts mmtention to hiigate to nul-
_lfy Impala’s rights to.mine on Bafo-

_ keng land The notice outhned the

) Bafokeng’s future intentions if they

) were to qcceed m proving the 1990

! agreement void. The agreement enti-

! tled the Bafokeng to 14,9% of Impala’s

« ,tagable mcome from lease royalties

. . The Bafokeng sa1d they would re-

+ acquire the ore reserves and acquire

| o

-

\
\
'
i
}
i

'.‘-"i"["

|
1

Bafokeng tell of plan to

nullify deal with Im

(1) bb 2| u%?
ovmership of the fixed mining ass
owned by Impala.
“In terms of the
extended by the 1990 a
ownership of all plan
matenals required
mne passes to the Bafo
mty once Impala loses
mine, and no compensati
to Impala,” the notice saj

The Bafokeng wo

1997 mming leases
oreements,
ment and
to mamtamn the

t, equip

keng commu-
the nght to
on 18 payable
e said

uld also acquire at
st all dwellings and compounds
Bafokeng land

no co
erected by Impalaon

The Bafokeng said the commumty
would have to buy only the necessary
movable assets to continue ini
The community said
nance mining operati
mented by its
all profits Impal

The entire
senior managemen

mining.
its ability to fi-
ons would be aug-
t Impala for
o had made since 1993.
labour force, inclndin

t an

claim agaims

d most mem-
the executive management,
ed by the Bafokeng to
ations and “own:
be acclaimed
due black empowerment
ncourage other

bers of
would be employ
contimue mining oper
ership of the
as a long over
exercise which will e
communities in a st
Bafokeng said

The community
ously appreciates
would no longer sh
rived from the mimngven

mine would

ar position”, the

sa1d that it “obvi-
that shareholders
are 1 the profits de-
ture”.
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New life for Steenkampskraal processing factlity

Aussies allow import
of rare earths

f

- e a—

ANDI SPICER |
MINING AND RESOURCES EDITOR

Johannesburg — The Australian
government has given Rareco, the
rare earth minerals producer,
permission to import the country’s
radioactive rare earths ore mto
South Africa, extending the hfe of
the Steenkampskraal processing
and projects facility mn the Western
Cape

“his . holds the potenfial to
increase production volumes 1o
meet the demands of a rapidly
growing market mternationally;”
Mike Saner, Rareco’s managing
director, sa1d yesterday

Rare earth mmerals are used m
high-technology applications
Rareco mines cerium-rich mona-

into SA

CT(W)ZI”'QHC} 213 )

zite The Steenkampskraal mine 18
one of the richest m the world

The company has also 1n-
creased 1ts reserves estumates at
Steenkampskraal by 30 percent
this year, but still has substantial
exploration potential {0 extend 1ifs
current reserves

Rareco has streamlined 1ts
business, concenirating on 1ts core
mining activity, and has wriiten off
debts accumulated by Precision
Magnets, 1is troubled super-
magnets subsidhary

This company, In which Rareco
had a 50 percent stake, was on the
edge of liguidation Rareco re-
placed the management and in-
creased its share to 70 percent, re-
naming the company Rareco Cape

Magnets

Rareco released 1ts results for
the year to June 30 yesterday,
reporting an operating loss of
R11,1 milhon, mostly as a result of
the Precision Magnets write-off

Saner said “We see this as a
positive and constructive solution
to the drain on resources that
Precision Magnets has been over
the past three years, and have
every confidence m Rareco Cape
Magnets’ future now 1t 18 being
restructured and commercially
reorientated ”

Rareco has entered mnto a joint
venture with Caledoma Mimng of
Canada to develop the Kan-
gankunde monazite and’ stron-
tianite deposit 1n Malawy, which
could add reserves for another 40
years to the project




| JONATHAN ROSENTHAL
INDUSTRIAL EDITOR

Johanneshu g— A report by the
Board on Tariffs and Trade
| (BnTT);h{:{s found that South ,
| Africa’s! largest manufacturer of
copper pipes and fubes was un-
able to compete with 1mports
from Yugﬂslawa because of mef-
ficiencies and higher domestic
cost structures

result of a petition brought by
Maksal, a Springs-based manu-
facturer accounting for about
| 75 percent of the country’s do-
mestic copper pipe production,
which alleged that copper pipes
| were being dumped on the South
1 African domestic-market by
| Yugoslavian producers
! The BoT'T initiated an mvesti-
gatlon in August last year; and in
June this year 1mplemenied a
| 3,6 percent provisional duty on
t copper plpes and tubes imported
from Yugoslavia when 1t found
that dumpmg was taking place
| But last month the BoTT reversed
| its earher findings in a final re-
| port w}uch stated that there was
no evidence for dumping
| The'final report, which was
| based on a tr1p to Yugoslavia, m-
} dicates that Maskal had lost mar-
ket share to Yugoslav imports

The report was produced asa _,
“1 percent of FBC's cost

[mports hit ‘inefticient’

SA CQ)QRE{ q/grggliujcer

because of greater competifive-
ness of Yugoslav manufacturers
It found that labour costs m
Maksal’s operation were propor-
tionally donble the labour costs
 of, FBC, the Yugoslavian produc;
er'While salaries and wages com-
prised 12 percent of the Maksal’s
total production cost, they only
accounted for 6 percent of FBC's
cost. Simitarly, power and fuel
made up 4 percent of Maksal’s
production cost, compared with

“It was found that FBC’s ad-
ministration and seiling expens-
es were very low owing to the set-
up of the company (and) the
continuous production line
method used by FBC:; 1t also em-
ployed fewer labonrers than Mak-
sal, while 1t saved on energy costs
and retooling, Furthermore, the
cost of labour is significantly
lower in Yugoslavia than in
South Africa,” the report said.

But the report also found
that Maksal's quality control
reduced 1ts ability to compete,
BTT mvestigators discovered
that Maksal over-used its dies,
which meant that “similar
lengths of copper tubing had
dafferent weights ... mdicating
different production costs”.

Maksal declined to comment
on the report

—_— ——
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Group also buys out Chromecorﬁ minorities
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ktra

akes 81.7%

Rhoex stake{

ANDI SPICER ' ) C/T

MINING AND RESOURCES EDITOR

Johannesburg — Sudelektra, the
Swiss minerals and resources
company, has bought a R207 mil-
lion stake in South African vana-
dium producer Rhoex, the com-
pany said yesterday.

Another part of this signifi-
cant foreign 1nvestment was
Sudelekira’s offer of 720c a share
to minority shareholders in
Chromecorp, in order to acquire
the 13,1 percent of the chrome
producer it does not currently
own and delist the company

Sudelektra bought the
81,7 percent interest 1n Rhoex
from Glencore at 619¢c a share and
also agreed to take total control of
Vantech, Glencore’s vanadium
processing company

“The acquisition of Rhoex
and Vantech complements our
existing mterests i South Africa
and 1s a further indication of
Sudelekira’s continued confi-
dence in the country’s competi-
tive positlon 1n natural re-
sources,” Dantel Sauter, the
company’s managing director,
said yesterday

Sudelektra 1s a diversified

_natural resource holding compa-

ny that owns and manages busl-
nesses 1n the energy, forestry, and
metals and mimerals sector.
Rhoex produces vanadium at 1is
facility near Brits, m the North
West Province, thruugh its 95 per-
cent-owned Rhovan subsidiary
Glencore 1§ a major share-
-hold(én m Sudelektra, which 18
restructuring mto a commodity

(b2)3 10|99

focused group and is the only
stich company listed i Switzer-
land

“Glencore acquired its inter-
est in Rhoex 1 July 1996 and
made an offer to munority share-
holders existing at that time of
435¢ a share The current offer by
Sudelekira represents a premti-
um of 42 percent to Glencore’s
offer price,” the company said

“The mherent volatility of
commodity prices . has con-
tributed to Rhoex’s unsatisfacto-
ry share price performance. To
ensure stabihity, the group has
entered mto a fixed price offtake
agreement for a term of three
years,” Sudelektra said.

Sudelektra also said-:that’
despite the expansion of
Chromecorp’s operations, 1ts
share price performance has also
been “disappointmg”.

“We believe the benefits of ac-
quiring the remaining Chrome-
corp shares which 1t does not
already own outweigh the benefit
of retaming Chromecorp’s iist-
ing,” the company said.

Currently, Sudelektira owns
86,9 percent of Chromecorp. It
said the offer of 720c represented
a prermum of 44 percent over the
origmal 1ssue price, and 12 per-
cent over the present Chrome-
corp share price

Sudelekira said 1t had fi-
nanced the offers through a ioan,
but 1t would hold a shareholders’
meeting on January 14 to autho-
rse the creation of 450000 add1-

tional shares with a vatue of $35

each. They would be used to fund
this and other acquis1t10ns.
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David MeKay

THE SA asbestos industry, once
the largest contributor to the
country’s total industrial miner.
als sales, 15 on the verge of extine-
tion, largely because of the danger
of cancer caused by the product.
According to the minerals and
energy department’s latest byl
Ietu;, 1ts minerals burean expects

ploration and Finance Corpora-
tion (Gefeo), announced earlier
this year, to be followed by African
Crysolite Asbestos withun the next
two years If this occurs, SA’s en-
tire asbestos requirements will be

sourced from two small operators .
“

ese currently contribute g
mere 2,6% to total asbestos sales
and may themselves, in duye
course, become casualties of therr
product’s carcinogenc potential,”
the bureau said

However, the expected demse

—,

be blamed entirely on negative

pubhicity arising from the health
risks associated with asbestos fi-

The burean said fundamentg]
economic principles had played a
role mn the mndustry’s demise, in-
cluding distance #o major mar-
kets, shght dissimilanty of prod-
ucts, differing economic condi-
t10ns and economies of scale

Canada, lstorically  the
world’s se cond-largest producer,
had experienced the same declin-
Ing trend m 1ts ashestos industry
However, when the respective in-
flationary 1mpacts were taken in-
to account, SA seemed to have
tared worse, the bureau said '

Canada’s asbestgs output has
stabilised around 820-million tong
a year, while SA’s has contifiued to
dechne, hitting 87-milloh tons
last year, with forecasts as low ag

2 500 tons a year made for next

year and further into the future
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David McKay

Fmance Company (Gefco), due
to close its Kuruman-based
asbestos mines, and sister com-
pany Msauli Asbestos, strug-
gled with difficult trading con-
ditions 1n the year to December

(zefco, which expects to have
disposed of 1ts remainmg blue
fibre asbestos assets by the year
end, yesterday posted a loss of
R817000 compared with a
R4,5m taxed profit i the pre-
vious financial year

The rehabilitation of Gefco's

PO | ARSI NN < 3 5o

SA asbestos
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tinuing and would be completed
by the year end, 1t sa1d

Gefco’s cement brick divi-
sion, expected to continue oper-
ating after the asbestos mines
close, had another difficult year
owing to poor demand

There had been a steadying
1in demand for cement bricks,
however, and the company
hoped for a better performance

Msauh reported a taxed prof-
1t of R121 000 1n the year under
review compared with a loss of
R1,5m previously Its financial
results were fair given rational-

ction firms

q defunct mining areas was con-

1sation costs of about R4,3m m
the period

Dunng the year, the resolu-
tion of certain production prob-
lems and reduced market share
resulted in a stock burldup

Given poor market demand
for asbestos, spearheaded by
the French government’s dec-
sion to ban all use of asbestos
fibre, a major rationabisation
programme had to be imple-
mented at Msauli

Prospects for the current fi-
nancial year have been dimmed
by the pressure exerted on de-
mand by the Asian financial cni-

ftakre a kn

rezlt In a less
than sigmficant sales merease

S18S WMQQVD%

Asbestos production was
likely to be remned in again
resulting 1n higher costs and
placing pressure on o erating
marging Msauli said dollar
prices are expected to remain
under pressure and the dollar-
rand exchange rate will be key
to continued profitability.

The two compames have
dominated SA’s ashestos pro-
duction and ther continued
problems have been hlled by
analysts as the end of SA as a
sigmficant ashestos producer.
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LATS  AMPLATS

IN PLATINUM

-

WORLD LEADER IN PLATINUM

LIKE MINDS Barry Davison (left), the managing director of Amplats, and Roeland van Kerckhoven,

the financial divector, announce the company’s annual results yesterday

PHOTO JOHN WOODROOF

Best results ever for Amplats
eT(AR) 13/3]48

AND! SPICER @i‘?‘)

MINING AND RESCURCES EDITOR

Johannesburg Anglo
American Plabimum (Amplats),
the world’s Iargest platinum
producer, stormed ahead 1n 1ts
annual results to report an
85 percent surge m headline
earnmgs, It emerged yesterday

Barry Davison, the man-

. aging director, said° “These;are.
e best results ever, acheved:”
by Amplats and are really giiife

outstanding” /I
Davison attribiifeds,the
. surge In earnings ff b year
to the end of Junedﬁﬁ?ﬁigpei‘
thain, avaFage BHicey oF plat
mum, group metals, the weak-
. ness of the rand and a 9,4 per-
cent mcrease m produchion
Headline earnings rose by
R516,3 million to R1,12 billion
Net attributable profit to ordi-

nary shareholders increased by

PR

171,2 percent to R1,035 billion

The total dividend for the
year rose by more than 50 per-
cent to 305c¢, with a final
dividend of 190¢c The weaker
rand added an extra R656,6 mil-
l10n to the earnings.

Davison said if the dollar
price of platinum group
metals (PGMs) remalned
stable and the exchange rate to
the dollar remamed over RS,
‘}we can expect a further
significant mcrease 1 head-
line earnings”

Roeland van Kerckhoven,
the financial director, said:
“The rise 1n earnings was
sightly offset by an mcrease n
operating costs Metal prices
on balance had also firmed
durmg the year”

The average price of PGMs
moved up 19,3 percent m rand
terms and by more than 7 per-
cent 11 dolar terms

4

But the PGM market
remaimed volatile, with much
depending on the behaviour of
Russian exporters, the Asian
financial crisis and the low
gold price

The company said “(The
outiook for PGMs looked
good) with sound platinum
demand and reduced Russian
supply from stocks This
bodes well for the platinum
market

“Strong palladium demand
-growth coupled with supply
concerns are likely to have a
positive impact on platinum
demand m the medium term ”

The negotiations with Gold
Felds of South Africa over the
possible acquisition of
Northam Platmum should be
concluded within a few weeks,
Davison said

Amplats’ share price rose
20c yesterday to close at R78
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