Performance of the Mining Industry in 2006
The production performance of Ghana’s mining industry largely reflected the trends in the global mining industry in 2006. Production from new mines dampened the effect of an otherwise declining output from already established mines. 

The average price of gold on the London P.M increased from $444.74 per ounce in 2005 to $603.46 per ounce in 2006, a 36% increase. The average price in 2006 was the second highest ever since the 1980’s $614.50 per ounce.
Ghana’s rank on the log of gold producing countries by volume improved from 11th in 2005 to 10th in 2006. She retained her second position in Africa, South Africa being the highest gold producer on the continent.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    

The output performance of the industry in 2006 was generally mixed. Gold output of 2,244,680 ounces was higher by 10.62% on that of 2005 but the increase was essentially on account of fresh output from the Newmont Ahafo Mine as well as a full year’s production from the Chirano Mine; The two mines having commenced production in the third quarter of 2006 and the fourth quarter of 2005 respectively.  
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On the other hand diamond purchases from the small-scale mines contracted by 8.67% from 1,062930 carats in 2005 to 970,751 carats in 2006.

The increase in bauxite’s exports in the last few years continued in 2006 with an outturn of   885,770 tonnes representing a 21% rise on the 2005 output of 726,608 tonnes. The increase was an account of the company’s continuous improvement initiative that started bearing fruits in 2006.
Manganese exports in 2006 was marginally down 2.71% to 1,658,701 tonnes from the 1,712,508 tonnes recorded in 2005.
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Despite the mixed output performance of the mining industry, total mineral revenue went up from $995,679,975 in 2005 to $1,419,974,200 in 2006, an increase of 42.6%. With the exception of diamonds all other minerals recorded higher revenues compared to 2005.
The gold revenue of $1,327,455,774 in 2006 was an increase of 46.86% on the $903,899,619 recorded in 2005. This performance was on account of gold’s output increase of 10.62% as well as the unit price of $591 per ounce realized in 2006; this being  32.76% higher than the $445 per ounce obtained in 2005.  Clearly gold largely accounted for the total increase in mineral revenue.
Although its production declined in 2006 relative to 2005, revenue from manganese was up marginally by 2.32% from $39,028,514 in 2005 to $39,932,287 in 2006
The revenue from diamond of $30,021,594 mirrored its production decline of 8.67% in 2006.Diamond revenue was down 13.56% on the $34,729,560 earned in 2005. 
Performance of Individual Companies
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The Gold Fields group’s output in 2006 was 938,696 ounces compared with 954,440 produced in 2005, a marginal decline of 1.65%. Gold Fields, Tarkwa and Gold Fields Damang recorded decreased outputs of 0.56% and 5.08% respectively in 2006 compared to that of 2005.
AngloGold Ashanti group’s production of 620,001 ounces in 2006 was down 12.36% on the 707,453 ounces produced in 2005. Bibiani’s output of 40,425 ounces in 2006 largely accounted for the group’s decline. This performance represented a 64.95 % dip on the 115,338 ounces produced in 2005.

The Obuasi mine on the other hand recorded a marginal decline of 0.05% from 387,305 ounces in 2005 to 387,093 ounces in 2006.While Iduapriem’s production of 192,483 ounces was 6.02% down on the 204,810 ounces it produced in 2005.

The 203,841 ounces produced by the Golden Star Group in 2006 was down 5.82% on the 216,429 produced in 2005. This decline was on account of a similar decline recorded at its Bogoso Prestea mine. The mine’s output in 2006 was 106,222 ounces. This represents a 19.40% reduction on the 131,796 ounces produced in 2005. The other member of the group, Wassa mine however recorded an output of 97,619 ounces in 2006 representing an increase of 15.34% on the output of 2005.  
Chirano Goldmines recorded a full year production of 120,600 ounces in 2006, having produced 26,289 ounces in the last quarter of 2005.
Newmont’s Ahafo mine was the only new entrant in 2006.The mine commenced production in July and recorded 202,127 ounces by the end of the year.

The Precious Metals Marketing Company (PMMC) which purchases precious minerals from small-scale mines recorded an outturn of 159,415 ounces in 2006 compared to 124,606 ounces in 2005. This represents an increase of 27.94%. 
It is instructive to note that PMMC’s purchases in the period were higher than the individual outputs of Chirano Goldmines, Golden Star Bogoso Prestea and Golden Star Wassa.      
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Challenges to Output Performance
The ambivalent production in 2006 was compounded by and partly attributable to the electric power supply crisis that hit the mining industry and indeed the country from August 2006 through December 2006. 
The acute supply shortage was on account of the drastic fall in the water level of the country’s main hydroelectric dam. In the event the whole country including industry and residential consumers of power had to endure a load shedding programme. 
Domestic consumers experienced a power curtailment of about 15% whilst the mining industry was requested to reduce its power consumption by 50% and subsequently 25%. Mining companies were compelled to run their standby generators for prolonged periods to cover the shortfall from the national grid. The economic effect of this was very exacting. With the high price of diesel, some mining companies spent an average of about $2 million per month to generate additional power. Those which did not have adequate self generating capacity, had to resort to batch processing to meet the 25% cut in power consumption. The implications were quite dire for both companies and government. This unplanned and increased cost adversely affected the profitability of the mining companies and reduced the corporate tax they expected to pay to government.
Whilst the expected amount of mineral royalties that mining companies projected to pay may not be seriously affected by the power crises, the inability of some mines to produce on a continuous basis reduced their output compared to planned production. In that regard, actual mineral royalties mining companies paid to government fell short of planned payments.

The mining industry projected that the ominous power supply situation in the country in 2006 will run through a large part of 2007. In that regard the mining industry decided to adopt a two tier strategy to position itself to ameliorate the impact of inadequate supply of power on the mines’ operations. To address the short-term shortfall, the mining industry underwrote the cost of transporting VRA’S rotor from the UK where it had been sent for repairs to Aboadze in Ghana to the tune of $504,300 to increase the power generation capacity in the country.

In the medium term, a consortium of four mining companies, namely Gold Fields, AngloGold Ashanti, Newmont and Golden Star Resources decided to acquire an 80 MW power generating plant to meet the 25% shortfall in their power requirements. The Volta River Authority (VRA) was to make the remaining power available to the rest of the country through the grid. It was expected that the 80MW plant will constitute a part of the country’s generating capacity since the consortium will pass on the plant to the VRA at no cost after a year’s operations.

The mining consortium collaborated with the Volta River Authority (VRA) to plan and execute the installation of the power plant which would come on-stream in July 2007.
The country’s bulk mining companies, Ghana Manganese Co. and Ghana Bauxite Co. continued to face enormous challenges in hauling their ore to the Takoradi port for export. 
Because of the transportation difficulties, these companies had to complement the more economical rail haulage with the transporting of the ore by the relatively expensive road mode to the Takoradi port. 
Outlook 
All the major companies expect to increase their output in 2007. Production at Anglogold Ashanti (Obuasi) in 2007 is expected to increase marginally to 400,000 ounces from 387,093 ounces in 2006. 
The outturn at Anglogold Ashanti (Iduapriem Mine) in 2007 is projected to be 170,000 ounces as a result of a planned higher yield. 
Anglogold Ashanti (Bibiani) completed its sale of the mine to Central African Gold on 1 December 2006.
Gold Fields Tarkwa expects to increase gold production in 2007 by increasing mining volumes to a total of about 106 million tons as well as minimizing the cost of increased waste stripping and reducing maintenance cost.  

Abosso Goldfields’ output will decline as a result of the depletion of the higher grade Amoanda pit as well as reduced mill throughput due to harder ores.
The Sulphide Expansion project of Golden Star Bogoso/Prestea Mine which is made up of a sulphide/bio-oxidation circuit is expected to increase the annual gold production at Bogoso/Prestea to about 280,000 ounces in 2007. The Carbon-in-Leach (CIL) plant at Golden Star Wassa is expected to also produce close to 110,000 ounces of gold in 2007.

Newmont’s Ahafo Mine, which is expected to turn in a full year production of about 400,000 ounces, will potentially increase national gold and mineral production in 2007 over that of 2006.

In all, prospects for the industry in 2007 look good but the power supply constraints will be a dampener. The price of gold is expected to be firm and overall production in 2007 is not expected to be hampered by extraneous factors. On the other hand production costs are expected to rise mainly on account of the relatively high cost the mining companies incur in generating power. 
The nation is poised to benefit from the industry through stable production and a healthy gold price.
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