COMPETITION TRIBUNAL
REPUBLIC OF SOUTH AFRICA

Case No: 03/LM/Jan01
In the large merger between
Randfontein EstatesLtd
and

Anglogold Ltd

Reasons For The Competition Tribunal’s Decison

Approval

The Competition Tribund issued a Megy Clearance Cetificate on 28 March 2001
agoproving the merger between Randfontein Edates Ltd and Anglogold Ltd without
conditions. The reasons for our decigon are et out below.

Themerger transaction

In this transaction Randfontein Estates Ltd, a whally owned subsdiay of Harmony Gold
Ltd, is acquiring two busnesses from Anglogold Ltd *, the Dedkrad and Elandsand
mines. Randfontein Estates will acquire the businesses as going concerns.

According to the paties both Dedkrad and Elandsand camot continue to operae
successfully as mining entities because they are near the end of thar economic life and
canot sudan the current gaffing levels. Harmony has pogtioned itsdf in the market to
take unprofitable mines that are dose to the end of ther life span, and by usng low-cost
mining methods, resructuring them into low cod, high productivity producers Both
Dedkrad and Elandsrand fit this profile.

Furthermore, the sharp dedine in the price of gold, coupled with the maturity of the
South African gold mining indudtry, forces rationdisation on the indudry.

! Anglogold isawholly owned subsidiary of Anglo South Africa, which, in turn, is awholly owned
subsidiary of Anglo American plc.



Evaluating the mer ger

The rdevant market

The rdevant maket is the internationd market for the production and supply of gold for
reasons st out below.

Gold is priced extraneoudy by reference to the London daly price fixings of the London
Bullion Association. The internationd gold price is influenced by factors such as the sde
of new production by worldwide producers globd economic trends currency exchange
fluctuations, expectations of invesors and the sde of reserves by financid inditutions
uch as internationd centrd banks, the World Bank and the IMF. As we have obsarved in
ealier decisons concerning the mining industry a sngle producer of gold can, therefore,
not influence pricesin the international market?

Effect on competition

Due to Hamony's rdaively inggnificant proportion of its production agang totd world
production post the merger (i.e5 % of world production), it cannot influence the price of
gold and will, therefore, not be in a pogtion to exercise market power after the merger.

The estimated market shares in South Africa as provided by the parties are;

Supplier Market sharepre-merger | Market share post-merger
Anglogad 42% 32,5%

Gold Hdds Ltd 28% 28%

Harmony 17% 26,5%

Durban Roodepoort Deep Y% 240

Western Aress Ltd 2% 2%

Total 100% 100%

As will be observed from the table above dthough the market share of Harmony
increases with 9,5%, the combined market shares of Dedkrad and Elandsrand, it does so
a the expense of the largest dometic producer Anglogold.

Public interest consderations

Whilg the merger raised no competition concerns the public interest concerns were more
difficult. In terms of section 12A(3) one of the public interet grounds we have to
condder is the effect that the merger will have on employment. It is wel known that due
to the unfavourable conditions in the mining indusry a large number of jobs are being
logt.

2 See Tribunal Cases No. 16/LM/Feb00 and No. 77/LM/Jul00



The merging paties have informed us that if the merger is implemented a large number
of jobs will be log a both mines However they argue that if the merger does not proceed
Anglogold will have to effect messures to dradticdly downscade both operaions and the
result would be that more jobs would be logt if the merger is not implemented.

Should the transaction not teke place, Dedkrad will be dosed by July 2001 which will
place 3100 jobs in jeopardy while mining output a Elandskrad will be dgnificantly
reduced, which would place gpproximately 1500 jobs at risk.

If the acquigtion goes ahead Harmony will reduce operations a Dedkrad to ensure that
the remaning life of the operation is extended to four years This will afect 1600 jobs
400 beng supavisory and manegerid levds and the remander from lower levels
Although Harmony will not cut back the production output a HEandgand it will
resructure the operation to ensure that it focuses primarily on rock bresking, its core
busness, thereby extending its life by more than 20 years. Approximaey 400 jobs could
be affected, with 90% being at supervisory and managerid levd.

Two trade unions the Nationd Union of Mine Workers (NUM) and United Associdion
of South Africa (UASA) atended the Tribund hearing.

NUM indicated to the Tribuna tha it was not againg the merger as such but expressed
concern about the extent to which redructuring in the mining indugry resulted in job
losses and sad thet the Tribunadl should, therefore, not assess this transaction in isolation
but as pat of a much broader restructuring process. The Num suggested that greeter
obligations should be placed on the sdler, Anglogold, to absorb the socid implications of
the merger. No specific suggestions were made to us as to what these should be. It mugt
be obsarved that the acquiring firm will be subject to the same obligations as the sdler in
relation to employees rights. Employees who are retrenched post-merger will receive the
equivdent benefits to employees who might have been retrenched by the respective
minesiif they hed remained in the Anglogold group.

On the evidence before us we agree with the Commission’s concluson that the effect on
employment will be more adverse if the transaction is prohibited. Since no conditions
have been suggested to us to atach to the approval we agpprove the merger
unconditiondlly.

19 April 2001

N.M. Manoim Date

Concurring: D.H. Lewisand D.R. Terblanche



