
 
 
 
 
 
 
 
 
 
 

  
 

competition regulation for a growing and inclusive economy. 

ANNEXURE: PROPOSED MERGER BETWEEN SIBANYE GOLD LIMITED AND LONMIN PLC 

 

The Competition Commission (“Commission”) has recommended to the Competition Tribunal (“Tribunal”) 

that the large merger whereby Sibanye Gold Limited t/a Sibanye-Stillwater (“Sibanye”) intends to acquire 

sole control of Lonmin Plc (“Lonmin”) be approved subject to conditions. Upon implementation of the 

proposed transaction, the existing Lonmin shareholders will hold approximately 11.3%  in the enlarged 

Sibanye Group and Sibanye’s current shareholders will hold the remaining 88.7% of the total issued share 

capital in the enlarged Sibanye Group. Sibanye is a public company listed on the Johannesburg Stock 

Exchange Limited (“JSE”) and is not controlled by any firm. Lonmin is also a public company listed on the 

London Stock Exchange and the JSE.  

 

Sibanye is a holder of mineral reserves and assets allowing it to produce gold and uranium, as well as 

small amounts of silver as a by-product from its gold production process. Sibanye also holds reserves and 

assets allowing it to produce concentrate containing certain Platinum Group Metals (“PGMs”). Sibanye’s 

main operative PGM mining operations comprise of the Kroondal Mine (“Kroondal Operations”), the 

Rustenburg Mines (“Rustenburg Operations”), the Stillwater Mine located in the United States of America 

(“Stillwater Operations”) and a 50% joint venture indirect interest in the Mimosa Mine located in Zimbabwe 

(“Minosa Operations”). Lonmin also owns various PGM mines/shafts and PGM reserves, various PGM 

exploration projects, tailings dams, concentrators, a smelting complex and PGM refining facilities, the 

majority of which are located in South Africa.  

 

The proposed transaction presents both a horizontal and vertical overlap. In relation to the horizontal 

overlap, both Sibanye and Lonmin mine and produce PGM concentrate which is further refined at refineries 

by companies such as Anglo American, Implants and Lonmin. PGMs are ultimately sold in international 

markets. The Commission found that the merged entity is unlikely to exert market power in any of the PGM 

markets affected by the merger as both merging parties have relatively low market shares in these 

international markets. In relation to the vertical overlaps wherein Lonmin currently refines PGM 

concentrate for other PGM producers, there were no foreclosure concerns arising since the merged entity 

is unlikely to have incentives to foreclose other upstream PGM concentrate producers. 

 

In all, the Commission’s investigation found that the proposed merger is unlikely to result in a substantial 

prevention or lessening of competition in any of the PGM markets affected by the proposed merger. 
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However, the Commission found that the proposed transaction raises significant public interest concerns. 

These concerns relate to the negative impact of the merger on employment, procurement from historically 

disadvantaged persons (“HDPs”), existing arrangements with the BEE Bapo ba Mogale Community as 

well as adherence to Social and Labour Plans (“SLPs”). Some of the public interest concerns were raised 

by third parties such as Association of Mineworkers and Construction Union (“AMCU”), Solidarity, United 

Association of South Africa (“UASA”), Mining Forum of South Africa (“MFSA”) and Bapo ba Mogale 

Community, among others. These relate to the negative impact of the merger on employment, 

procurement from HDPs, honouring existing arrangements with the BEE Bapo ba Mogale Community as 

well as honouring the SLPs. The main concerns are discussed in more detail below. 

 

Impact on employment 

Lonmin submitted to the Commission that it has been operating under severe financial pressure for a 

number of years due to, inter alia, weak PGM prices and cost increases, and that Lonmin continued to be 

hamstrung by its capital structure and liquidity constraints. Despite some action taken by Lonmin to 

improve its precarious position, none of the measures it had implemented yielded the desired outcome of 

ensuring the long-term sustainability of its business as a standalone entity. As a result, in terms of Lonmin‘s 

‘standalone business plan’, mining operations at Lonmin were marked to be significantly scaled back and 

a number of its depleting shafts would be placed on Care and Maintenance, resulting in the retrenchment 

of 12 460 employees (including contractors) from 2018 through to 2020. 

 

Sibanye, in its own independent analysis of Lonmin’s business, investigated the number of employees it 

believed Lonmin’s operations could sustain in order for it to operate efficiently applying Sibanye’s operating 

model proposed for the Lonmin business.  In this process, Sibanye determined that a further 885 

employees to what was already contemplated by Lonmin’s standalone business plan would need to be 

retrenched across the integrated business over a period from 2018 to 2020. Therefore, in total, Sibanye 

submitted that 13 344 employees would have to be retrenched post the merger. 

 

The Commission carried out its own investigation on the impact of the proposed merger on employment 

and found that there are 10 156 retrenchments which were independently determined by Lonmin to be 

unrelated to the proposed merger and that would likely have taken place whether the merger had been 

proposed or not. These retrenchments were driven by operational requirements as alluded to above. The 

Commission’s own assessment therefore found that 3 189 retrenchments of the proposed total of 13 344 

retrenchments as submitted by Sibanye are influenced by the merger and arise directly as a result of this 

merger. As such, the proposed merger results in a substantial negative impact on employment given these 

significant retrenchments that are likely to take place post-merger. 
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In an endeavour to address the retrenchments identified by the Commission related to the proposed 

merger (that is, the 3 189 merger specific retrenchments), the Commission imposed a condition that 

Sibanye implement some short term projects (the K3, 4B and MK2 Rowland shafts) in order to save some 

jobs totaling 3 714 over the corresponding three year period spanning 2018 to 2020. Such job savings are 

anticipated to be brought about through a combination of avoiding or delaying the closure of shafts/mines 

Lonmin had earmarked for closure, and/or the development of new projects. Approximately 87% of these 

job savings are however, subject to the platinum prices increasing to certain thresholds as well the costs 

of mining the 4B and MK2 Rowland shafts being maintained at certain levels. In the event that the platinum 

price and mining costs for these 2 projects do not reach the prescribed thresholds, the merged entity may 

not be in a position to save all the jobs contemplated to be saved by the year 2020.   

 

Sibanye is further required to embark on an Agri-Industrial Community Development Programme in the 

Rustenburg area, in order to maintain and sustain the livelihoods of any retrenched employees and the 

communities in which they reside in. Sibanye is currently finalising a Memorandum of Understanding with 

a multi-stakeholder group, for an Agri-Industrial Community Development Programme in the West Rand 

area. The long term-objective of this programme is to build and support a portfolio of large, medium and 

small-scale, transformed and financially sustainable agricultural enterprises, capable of operating 

effectively across the entire agricultural value chain. This initiative is intended to develop alternative 

sources of economic activity in parallel with mining and mitigate prospects that mining communities may 

become distressed mining communities as mining activities inevitably wind down. Once the 

implementation schedule for the greater West Rand district is finalised, Sibanye is required to investigate 

the opportunity to expand this initiative to the Rustenburg area. This initiative involves a variety of 

stakeholders (e.g. banks, the Public Investment Corporation and relevant municipalities) each of which 

has a different role to play in respect of the initiative and the decision on whether or not to proceed with 

the initiative does not lie with Sibanye alone. It is anticipated that in the event that the feasibility study 

supports the extension and replication of such a programme in the greater Rustenburg area, this 

programme will be extended to the Rustenburg area. 

 

Other public interest issues 

Lonmin’s Social Labour Plan 

 

There are concerns that have been raised by third parties regarding Lonmin’s failure to comply with 

obligations that have been set out in the SLP. In its current (“SLP 2”) due to expire in September 2018, 

Lonmin committed to various plans and initiatives aimed at promoting employment and advancing social 

and economic welfare objectives in respect of its own employees and in relation to the broader 

communities in which its mines are located. A new SLP (“SLP 3”) will be agreed with the Department of 

Mineral Resources (“DMR”) for the following period.  The Commission imposed a condition that Sibanye 
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continue to honour Lonmin’s existing SLP expiring in September 2018 as well as the upcoming SLP 3 

once it is agreed. 

 

The Bapo ba Mogale Community  

 

Lonmin leases certain land from the Bapo Traditional Community. In consideration for the aforementioned 

lease, the Bapo ba Mogale Investments (“BBMI”) holds shares in Lonmin on behalf of the Bapo Traditional 

Community. In this relationship between Lonmin and the community, the Bapo Traditional Community has 

an opportunity to participate in Lonmin’s procurement and business value chain. The Babo ba Mogale 

Community has contracts with Lonmin in terms of which it provides stockpile and waste rock management 

services, buses for the transportation of Lonmin workers, ore transportation services and supplies personal 

protective equipment to Lonmin.  The Commission imposed a condition that Sibanye continue to honour 

the various existing agreements as they existed before the proposed merger. 

 

Lonmin’s procurement patterns in general 

 

Lonmin has an extensive list of suppliers supplying a variety of goods and services, some of which are 

HDP entities. The Commission seeks to protect HDP entities that currently supply Lonmin by ensuring that 

the proposed merger will not have any adverse impact on these entities. The Commission imposed a 

condition that Sibanye continue to continue to honour the existing contracted HDP suppliers’ contracts 

with Lonmin on their terms as they existed before the merger. Sibanye must also endeavour to continue 

to procure from non-contracted HDP suppliers on reasonable commercial terms and endeavour that any 

contracts pertaining to Lonmin’s operations that may be concluded in the future, are concluded in a manner 

that is consistent with Sibanye’s existing HDP procurement policy and, at a minimum, comply with 

applicable requirements set out in the Mining Charter, as may be determined from time to time. 

 

In light of the above, the Commission has recommended to the Tribunal, in terms of section 14A (1)(b)(ii) 

of the Competition Act, as amended (“Act”) that the proposed transaction be approved subject to the 

conditions discussed above. The Tribunal will set down this matter for hearing in terms of section 16 (2) of 

the Act. 

 

[ENDS] 

 

Issued by:  

Sipho Ngwema, Head of Communications 

On behalf of: The Competition Commission of South Africa 

Tel: 012 394 3493 / 081 253 8889 

Email: SiphoN@compcom.co.za 
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Find us on the following social media platforms: 

Twitter:                   @CompComSA 

Instagram:      Competition Commission SA 

Facebook, Linkedin and YouTube:   The Competition Commission South Africa 

 

 

 


