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Dismal BEE score 
for mining sector 

miner at a DRDGold mine. The gold sector is the worst performer in the mining industry in terms of black ownership, says a surv 

Page 1 / 2 Size=33QX299mm Circulation: 32645 Readership: 213000 



Date: April, 25 „ 2010 Publication: Sunday Argus - Business Report Page Number: 1 

Wiseman Khuzwayo 

SOUTH Africa's mining sector has 
been slammed for lis slow transfor

lii. "I am not surprised thai 
black ownership is so low." said 
Bravura Consulting analyst Ajay 

Lalu. "H is within the nature of transac
tions thai take plan in the mining sector. 
They don't give them assets or shares. To ex
pect an empowerment partner to buy 26 per 
cent of a mine la an unrealistic expectation, 
so they give them 26 percent of production.'' 

This stinging criticism was backed up 
last week by a report that found the gross 
value of black shareholding in the JSE's 
top 25 mining comp; H97 billion or 
5.27 percent of the total RI.8 trillion mar 

ipltalisaOon at the end of last month. 
Of this R97bn. the Public Investment 

Corporation accounted for RSO.lbn in 10 
companies, which is equivalent to 2.76 per 
cent of the total market capitalisation of 
the top 25. according to the survey by KIO 
Advisory Services, an empowerment con
sulting firm. 

The report reviewed more than 90 em
powerment transactions conducted in the 
mining sector over the past decade. It says 

aire of 5.27 percent does not take into 
account the debts incurred by black s! 
holders. Since many empowerment 
i ransacl ions have taken place at the lew l oi 
Individual mines, it has not been possible 
in most cases to ascertain the net value of 
black ownership, the survey says. 

The gold sector is the worst performer 
in the mining Industry In terms of black 
ownership, the survey found. The gross 
black economic empowerment (BEE) mar
ket capitalisat ion was R6.4bn. or 3 percent. 
However, some companies implemented 
transactions at the level of individual 
mines, taking BEE attributable product Ion 
of gold mines to 6.2 percent. 

The report says the secondworst per
former was the platinum group mi 
Industry. The gross value ol share
holding in the listed platinum Industry was 
R30.7bn. or 7.95 percent. 

"However, if one excludes [mpftla Plat 
inum (Implats) because it was not 8 tradi
tional BEE transaction, the BEE market 
cap was Riolm or 2.79 percent of the 
sector's total market capitalisation. 

■The BEE attributable production at 
mine level was 13.3 percent. The figure 
drops to 9 percent if one excludes Im

the survey says. 

The Implats ileal is not a traditional 
BEE transaction because the Royal Ilafo
keng have owned the land In Which the op
erat ions take place for more than a century. 

KIO says the coal sector led the way for 
the mining Industry with BEG attributable 
production of 47.2 million tons, which is 
equivalent to 22.8 percent of total produc
tion. Exxaro and the recently listed Opti
mum Coal accounted for 78 percent of BEE 
attributable production in the sector. 

"The leverage of Eskom. with its strin
gent BEE policies, has contributed towards 
the sector leading the way within mil 
in terms of ownership,'' says the research. 

Duma Gqubule, a founder of KIO. 
this is not the case with the gold and plat
inum sectors because the mines "sell their 
product to international market". 

The report reviews black ownership m 
the mining sector eight years after the; 
ing of the mining charter In October 2002 
and six years after the promulgation of the 
Mineral and Petroleum Resources Develop
ment Ad In May 2004. 

In the charter, industry stakeholders 
committed themselves to achieving 15 per
cent black ownership by 2009 and 26 per
cent by 2014. The industry agreed to n 
the implementation of the charter within 

sars and Susan Shabangu. the Minis
ter of Mineral Resource the dead 
line of June 30 for w. 

In her budg m Thursday Sha
bangu said the impact assessment of the 
charter illuminated a lack of meaningful 
vesting in the hands of I 
claries, partly owing to the complexity of 
fundinp models underpinning transactions. 

■These mod' picaBy designed to 
benefit principal partners, financiers, legal 
advisers and othei sment firms at 
the disadvantage of the intended benefici 

who remain not only indebted but 
also in the absolute minority" said Sha
bangu. "This practice is contrary to the 
objectives of the transformation agem 

tted an environment for 
fronting, (in) which target beneficiaries are 
not actively involved in mining project de
velopment, but (are) more focused on 
making quick morn 

The Black Management Forum (B 
came out in support of the KIO study 
which, it said, showed a retarded transfor
mation progress in the mining industry 

BMF managing director Gaba Tabane. 
said: "We ha. known that the 
mining industry is being minimalist in its 
pursuit of transformation, using skills 
and other issues as smokescreens behind 
which they hide." 

He added: "The 15 percent target com
pared to 5.27 percent achieved in the BEE 
market capitalisation smacks of foot
dragging and snubbing of South Africans' 
efforts to deracialise the economy, espe

v key sectors like mining." 
ChlaChoU Wu. the executive deputy 

chairman of Empov said he had not 
seen the report. However, he said the 
charter had anticipated that most of the 
black participation would 1M? at mine and 
not at shareholder level 

•Most of the 15 percent black ownership 
could have taken place at mine level... A 
look at shareholder level might not be able 
to measure the real impact." he 8) 

pla Bravura Consutting's Ajay Lain is not surprised by mining's low BEE score. uos MOO*S 
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