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chopped and changed direction, result-
ing in organisational confusion. How-
ever, competent mining engineers, fa-
miliar with the South Deep ore body, 
say the most disastrous management 
has unquestionably been under Gold 
Fields. 

The Gold Fields corporate office is 
seen as being run by non-technical/
managerial people (such as account-
ants, lawyers, and HR specialists) who 
think mining is a paper exercise. Thus, 
Willie Jacobsz, who holds a Bachelor 
of Arts and ranks as Gold Fields’s 
most senior internal spinmeister, was 
remunerated to the tune of R10 mil-
lion for 2014. 

Non-executive director of Gold 
Fields, Cheryl Carolus, also holds a BA 
and has no exposure to mining in her 
qualifications, training or experience. 
Holland is an accountant. Other BAs 
and accountants on the Gold Fields 
board of directors include David Mur-
ray, Gayle Wilson, Donald Ncube, and 
Paul Schmidt. 

Remuneration of these “nice” peo-
ple has moved in an apparent inverse 
exponential curve to South Deep’s 
performance. Among all the dross 
concocted by Gold Fields under Hol-
land, perhaps the most serious issue 
goes to the declaration of resources 
and reserves. On this score, regulators 
around the world have over the dec-
ades strenuously tightened the rules, 
to prevent outright frauds. 

The most recent of size, and likely 
the biggest in history, began out in 
1995 under the guise of Canada-listed 
Bre-X. The stock price increased with-
in years to levels where Bre-X had a 
market capitalisation running into the 
stratosphere: more than C$6 billion. 
When the fat lady sang, it turned out 
that projections of Bre-X’s resource 
base alongside the Busang River in 
Indonesia were an elaborate fraud.

In the contemporary era, one of the 
key rules – normally strictly enforced 
– of the reserve-disclosure game re-
quires that technical and economic 

factors be applied to the resource base 
to calculate declared reserves. Re-
sources are the most widely-defined 
mineralised content of an ore body; at 
South Deep such resources are put, as 
mentioned, at 76 million ounces. 

On the other hand, the assessed, ac-
cessible reserve, is put at 38 million 
ounces, while the actual measured 
reserve at South Deep is put at 13.5 
million ounces. These are the numbers 
that investors rely on; numbers, inves-
tors are reassured, that comply with 
very stringent and time-tested rules. 

The thing is – proving there’s plati-
num on the moon doesn’t mean it can 
be recovered easily, or at a profit. At 
South Deep, in the absence of a prov-
en method for wide-reef mining, it is 
incomprehensible, and possibly dis-
honest, that Gold Fields has declared 
such substantial reserves for wide-reef 
mining. 

This is a serious accusation, but it is 
time to put it on the table. The min-
ing methods being used at South Deep 
have all the appearance of research 
and development exercises, which is 
quite possibly why none have worked. 
Gold Fields paid US$3 billion for 
South Deep and has since spent circa 
US$1 billion (excluding sky-high re-
muneration hikes) trying to get it to 
work. 

One mining engineer puts it thus: “I 
don’t think anyone else in the world 
is trying to mine these widths at this 
depth. The reason Gold Fields is chas-
ing wide reefs is to boost its declara-
tion of resource/reserve ounces.” 

Are there solutions? Since 2008, 
South Deep has been committed to 
mechanised wide-reef mining. Mecha-
nisation translates into dilution (more 

rock mixed with less gold), which re-
duces grade. Recent mining rates from 
South Deep indicate a dilution of more 
than 30%. In addition, a serious haz-
ard in mining wide reefs at depth is 
rock (pressure) bursts. In order to lim-
it these in wide-reef mining, the ma-
jority of the reef must be “sterilised” 
(excluded from mining) as support pil-
lars. 

And so to a possible – and honest – 
solution. “A far better strategy,” says 
the mining engineer, “would be to 
mine conventionally on the high-grade 
horizontal bands in each multi-reef 
package. This would probably result in 
a smaller resource/reserve base.” 

The “problem” for Gold Fields is that 
this simply does not suit the histori-
cal investor relations spin of the paper 
miners. In stock market reality, which 
is partly based on sophistry and illu-
sion, investors have long been seduced 
by high resource and reserve numbers 
for gold miners.

That said, it is investor confidence 
in management that arguably influ-
ences valuation more than anything 
else. Since Holland took the CEO’s 
seat at Gold Fields, the NYSE stock 
price  has underperformed markedly. 
Today, Gold Fields ranks as one of the 
poorest-performing big gold stocks in 
the world. Stock exchanges have little 
appetite for hard work when it comes 
to examining dodgy stocks, but it is 
time, surely, for Gold Fields’s investor 
base to demand the truth about South 
Deep.

Gold Fields evidently rushed into 
buying South Deep without doing real 
homework. In a filing dated 7 Decem-
ber 2007, Gold Fields told the SEC in 
Washington that “prior to acquiring 
South Deep . . . Gold Fields was able 
to conduct only limited due diligence”. 
No reasons were given. 

South Deep’s apparently insur-
mountable technical and economic 
challenges are one thing. Then there’s 
the Kebble factor. On 14 March 2006, 
JLCO, forensic investigators at Rand-
gold & Exploration, completed a series 
of reports that showed, inter alia, that 
Brett Kebble had funnelled R522 mil-
lion in stolen cash into Western Areas, 
to the benefit of South Deep. This real-
ity, not unlike the evidently unminea-
ble South Deep ore body, seems to have 
escaped the mandarins at Gold Fields. 
It’s time for the fat lady to sing. n
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