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Defined terms

Harmony Gold Mining Company Limited is a corporation organized under the

laws of the Republic of South Africa. As used in this Annual Report on Form 20-F, or this
annual report, unless the context otherwise requires, the term "Harmony" refers to Harmony
Gold Mining Company Limited; the term "South Africa" refers to the Republic of South Africa;
the terms "we," "us" and "our" refer to Harmony and, as applicable, its direct and indirect
subsidiaries as a group; the terms "South African Government" and "Government" refer to the
government of South Africa and, where the context requires, include the South African state.

In this annual report, references to "R", "Rand", and "c", "cents" are to the South

African Rand, the lawful currency of South Africa, "A$" refers to Australian dollars, "C$" refers
to Canadian dollars, "GBP" refers to British Pounds Sterling and references to "$" and "U.S.
dollars" are to United States dollars.

This annual report contains information concerning the gold reserves of Harmony.

While this annual report has been prepared in accordance with the definitions contained in
Securities and Exchange Commission Guide 7, it is based on assumptions which may prove to be
incorrect. See "Item 3. Key Information--Risk Factors--Harmony's gold reserve figures may
yield less gold under actual production conditions than Harmony currently estimates."

This annual report contains descriptions of gold mining and the gold mining

industry, including descriptions of geological formations and mining processes. We have
explained some of these terms in the glossary included in this annual report. This glossary may
assist you in understanding these terms.

Forward-looking statements

This annual report contains forward-looking statements within the meaning of the

United States Private Securities Litigation Reform Act of 1995 with respect to Harmony's
financial condition, results of operations, business strategies, operating efficiencies, competitive
positions, growth opportunities for existing services, plans and objectives of management,
markets for stock and other matters. In particular, among other statements, certain statements in
"Item 4. Information on the Company," "Item 5. Operating and Financial Review and
Prospects" and "Item 11. Quantitative and Qualitative Disclosures About Market Risk" are
forward-looking in nature. Statements in this annual report that are not historical facts are
"forward-looking statements" for the purpose of the safe harbor provided by Section 21E of the
Securities Exchange Act of 1934, as amended, and Section 27A of the Securities Act of 1933, as
amended.

These forward-looking statements, including, among others, those relating to the

future business prospects, revenues and income of Harmony, wherever they may occur in this
annual report and the exhibits to this annual report, are necessarily estimates reflecting the best
judgment of the senior management of Harmony and involve a number of risks and uncertainties
that could cause actual results to differ materially from those suggested by the forward-looking
statements. As a consequence, these forward-looking statements should be considered in light of
various important factors, including those set forth in this annual report. Important factors that
iv
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could cause actual results to differ materially from estimates or projections contained in the
forward-looking statements include, without limitation:

e overall economic and business conditions in South Africa and elsewhere;

e the ability to achieve anticipated efficiencies and other cost savings in
connection with past and future acquisitions;

e decreases in the market price of gold;

e the occurrence of hazards associated with underground and surface gold
mining;

e the occurrence of labor disruptions;

e availability, terms and deployment of capital;

¢ changes in government regulation, particularly environmental regulation;

e fluctuations in exchange rates, currency devaluations and other
macroeconomic monetary policies; and

e political instability in South Africa and regionally.

Harmony undertakes no obligation to update publicly or release any revisions to

these forward-looking statements to reflect events or circumstances after the date of this annual
report or to reflect the occurrence of unanticipated events.

Presentation of financial information

Harmony is a South African company and the majority of its operations are

located there. Accordingly, its books of account are maintained in South African Rand and its
annual and interim financial statements are prepared in accordance with South African
Statements of Generally Accepted Accounting Practice, or S.A. GAAP, as prescribed by law and
are based on International Financial Reporting Standards. Harmony also prepares annual
financial statements in accordance with generally accepted accounting principles in the United
States which are translated into U.S. dollars. The financial information included in this annual
report has been prepared in accordance with United States Generally Accepted Accounting
Principles, or U.S. GAAP, and is presented in U.S. dollars. Unless otherwise stated, balance
sheet item amounts are translated from Rand to U.S. dollars at the exchange rate prevailing on
the last business day of the period (Rand 7.51 per $1.00 as at June 30, 2003), except for specific
items included within shareholders' equity that are converted at the exchange rate prevailing on
the date the transaction was entered into, and income statement item amounts are translated from
Rand to U.S. dollars at the average exchange rate for the period (Rand 9.13 per $1.00 for fiscal
2003).

For the convenience of the reader, certain information in this annual report

presented in Rand, A$, C$ and has been translated into U.S. dollars. By including convenience
v
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currency translations in this annual report, we are not representing that the Rand, A$, C$ and
amounts actually represent the U.S. or Australian dollar amounts, as the case may be, shown or
that these amounts could be converted in U.S. or Australian dollars, as the case may be, at the
rates indicated. Unless otherwise stated, the conversion rate for translations from Rand amounts
into U.S. dollar amounts is Rand 6.52 per $1.00, which was the noon buying rate on December
10, 2003.

vi
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PART I

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information

SELECTED FINANCIAL DATA

The selected consolidated financial data below should be read in conjunction

with, and are qualified in their entirety by reference to, our consolidated financial statements
and the notes thereto included elsewhere in this annual report.

Selected Historical Consolidated Financial Data

The following selected historical consolidated financial data for the last five fiscal

years has been extracted from the more detailed information and financial statements, including
Harmony's audited consolidated financial statements for each of the years in the three years
ended June 30, 2003 and at June 30, 2002 and 2001 and the related notes, which appear
elsewhere in this annual report. The historical consolidated financial data at June 30, 1999, 2000
and 2001, and for each of the years in the two years ended June 30, 1999 and 2000, has been
extracted from Harmony's audited consolidated financial statements not included in this annual
report.

1
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The audited financial information included in this annual report has been prepared in accordance with U.S. GAAP.
Fiscal year ended June 30,

2003 2002
2001
2000 1999

(in $ thousands, except per share amounts)
Income statement data
Revenues
.............................................................. 782,945 696,840 607,220
490,651 381,412
Operating iNCOME ..........cevveerieenueenieesieenieenieesieenienns
182,046
206,375
88,424
72,971

64,878
Equity income of joint venture ...........c..cccceevueennene
52,843
13,176

Equity income/(loss) of associate companies........
(1,233)
(473)

1,401

Income before taxes and minority interests ..........
97,515

103,659

29,804

73,489

30,199

MINOTItY INLETESES ..uvvreereeeeieeerieereeereeeeeeenereenaeenns
(468)

(1,575)

(349)

(2,910)

Income/ (loss) before cumulative effect of
change

in

accounting

principle........ccccceveennene 71,792 87,716 14,830 57,030
27,908

Cumulative effect of change in accounting
principle, net of tax ........c..coeceeviiiiiiiniinnne
14,770

(5,822)
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Net

income

............................................................ 86,562 87,716
57,030 27,908

Basic earnings per share ($) before cumulative
effect of change in accounting principle ..........
0.40

0.57

0.15

0.68

0.42

Basic earnings per share ($) ......ccoocevvverenenienenens
0.49

0.57

0.09

0.68

0.42

Diluted earnings per share before cumulative
effect of change in accounting principle ..........
0.39

0.53

0.14

0.67

0.41

Diluted earnings per share ..........cc.ccceceeveeneennn.
0.47

0.53

0.09

0.67

0.41

Weighted average number of shares used in
the computation of basic earnings per share ..
177,954,245

153,509,862

102,156,205

83,593,424

66,843,932

Weighted average number of shares used in the
computation of diluted earnings per share .......
182,721,629

165,217,088

105,504,328

85,590,876

68,070,172

Cash dividends per share ($).......ccccooevvevvreniennenens
0.57

0.07

0.16

0.19

0.18

9,008
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Cash dividends per share (R) ........cccccevienienncnnne.
5.50

0.75

1.20

1.20

1.10

Other financial data

Cash dividends per share ($)

............................... 0.20 0.41

............................ 1.50 4.25

Cash cost per ounce of gold ($/0z)
..................... 253 196 234 245 239

Reflects dividends related to fiscal 2003 and 2002 that were declared on August 1, 2003 and August 2, 2002,
respectively.

2

Harmony has calculated cash costs per ounce by dividing total cash costs, as determined using the Gold Institute
industry standard, by gold ounces

sold for all periods presented. The Gold Institute is a non-profit international association of miners, refiners, bullion
suppliers and manufacturers of

gold products that has developed a uniform format for reporting production costs on a per ounce basis. The standard
was first adopted in 1996 and

was revised in November 1999. Cash costs, as defined in the Gold Institute standard, include mine production costs,
transport and refinery costs,

general and administrative costs, costs associated with movements in production inventories and ore stockpiles, costs
associated with transfers to

deferred stripping and costs associated with royalties. Cash costs have been calculated on a consistent basis for all
periods presented. Changes in

cash costs per ounce are affected by operational performance, as well as changes in the currency exchange rate
between the Rand and the U.S.

dollar. Cash costs per ounce is not a U.S. GAAP measure. Cash costs per ounce should not be considered by investors
in isolation or as an

alternative to net income, income before tax, operating cash flows or any other measure of financial performance
presented. While the Gold Institute

has provided a definition for the calculation of cash costs per ounce, the calculation of cash costs per ounce may vary
from company to company

and may not be comparable to other similarly titled measures of other companies. However, Harmony believes that
cash costs per ounce is a useful

indicator to investors and management of a mining company's performance as it provides (1) an indication of a
company's profitability and efficiency,

(2) the trends in costs as the company's operations mature, (3) a measure of a company's gross margin per ounce, by
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comparison of cash costs per

ounce to the spot price of gold and (4) an internal benchmark of performance to allow for comparison against other
companies.

At June 30,

2003 2002 2001 2000 1999
(in $ thousands)

Balance sheet data

Cash and cash equivalents...........c.ccceceereeniennennne.

189,040

90,223

144,096

77,942

45,318

Short-term INVEStMENLS .......cccuevveereeeenvenrenreenuennenne

10,744

Other Current assets ..........coceeeeervereeeenvenvereenennes
146,709

109,397

136,794

59,582

32,071

Property, plant and equipment - net ......................
806,799

812,753

667,113

557,725

347,036

Intangible assets........ccoceevueerieenieriieeneeieeieeieeiene
314,793

Restricted cash.........ccoooveeeeieiiieieieiieeceeieas

7,310

Investments In aSSOCIALES .....cceevvvveeeeeeeeeeeeeeeeenennnn.
63,782

42,791

Investment in joint venture ..............cccceeeeereennennne
272,754
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102,578

Other long-term assets ........ccccceveevueereeriiernienuennn
89,183

137,399

81,822

69,629

9,244

TOtal ASSELS .euveeuveenieeieeieeieeieeie e
1,883,060

1,295,141

1,029,825

772,188

444,413

Current

Labilities. ...c.coervereeirinieniceeeecceece 173,890 138,677 152,886
150,148 70,583

Provision for environmental rehabilitation .............
62,977

63,125

53,136

52,525

33,811

Deferred income and mining taxes ...........c..cce.ee...
209,628

99,789

47,050

48,686

28,442

Provision for post-retirement benefits ...................
1,017

737

1,002

3,709

5,793

Deferred financial liability ........cc.cccccceveiiiinnenncnnee.
37,228

87,226

49,374

40,174

Long-term 10ans ...........cocceeveenieeieeneeneenieenieenieenn
301,572

152,461

151,466

46,635

14,024

Preference shares............ccoceeviiiiiiiinieniienienene
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681

MINOTItY INEETEST....eeeeveeerieeeieerireerreerreeereeesaeeennnens
18,408

331

Shareholders' equity.........cccceeveeriennienrieriienieeiene

1,078,340 753,126 573,899 430,311 291,760
Total liabilities and shareholders' equity.................

1,883,060

1,295,141

1,029,825

772,188

444,413

2
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EXCHANGE RATES

Unless otherwise stated, balance sheet item amounts are translated from Rand to

U.S. dollars at the exchange rate prevailing on the last business day of the period (Rand 7.51 per
$1.00 as at June 30, 2003), except for specific items included within shareholders' equity that are
converted at the exchange rate prevailing on the date the transaction was entered into, and
income statement item amounts are translated from Rand to U.S. dollars at the average exchange
rate for the period (Rand 9.13 per $1.00 for fiscal 2003).

As of December 10, 2003, the noon buying rate per $1.00 was Rand 6.52.

The following table sets forth, for the past five fiscal years, the average and period

end noon buying rates in New York City for cable transfers in Rand and, for the past six months,
the high and low noon buying rates in New York City for cable transfers in Rand, in each case,
as certified for customs purposes by the Federal Reserve Bank of New York for Rand expressed
in Rand per $1.00.

Fiscal year ended June 30,

Average
1
Period
End
1999 ... s 06.04
2000 ..t e e e eereeenee s 6.35
2001 et nee s 7.61
2002 ..t e e e eeenee s

10.20 10.39
2003 ..t enea s 9.13
Month of High
July 2003 ..o 7.80
AUGUSE 2003.....ceiiiiiiiiieieeeee e 7.51
September 2003 ........oooiiiiiiiiiiiieeeeee e 7.55
October 2003 ... 7.20
November 2003 .........coooiiiiiiiieeeiee e 6.99
December 2003 (through December 10, 2003) ..........
6.52 6.26
1

The average of the noon buying rates on the last day of each full month during the relevant period.

CAPITALIZATION AND INDEBTEDNESS

Not applicable.

REASONS FOR THE OFFER AND USE OF PROCEEDS

Not applicable.

RISK FACTORS

In addition to the other information included in this annual report and the exhibits to this

6.04
6.79
8.04

7.51
Low
7.36
7.25
6.92
6.85
6.37

annual report, you should carefully consider the following factors related to an investment in Harmony's
ordinary shares, ADSs and warrants. There may be additional risks that Harmony does not currently
know of or that Harmony currently deems immaterial based on information available to it. Harmony's

3
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business, financial condition or results of operations could be materially adversely affected by any of
these risks, resulting in a decline in the trading price of Harmony's ordinary shares (or ADSs) and
Harmony's warrants.

Because most of Harmony's production costs are in Rand, while gold is generally sold in U.S.
dollars, Harmony's financial condition could be materially harmed by an appreciation in the
value of the Rand.

Gold is generally sold throughout the world in U.S. dollars, but most of

Harmony's operating costs are incurred in Rand. As a result, any significant and sustained
appreciation of the Rand against the U.S. dollar will serve materially to reduce Harmony's Rand
revenues and overall net income as a result of lower rand revenues.

The Rand appreciated significantly against the U.S. dollar during most of calendar

2003 following significant depreciation against the U.S. dollar since 1997. The Rand's
depreciation was particularly pronounced in calendar 2001 and during the first quarter of
calendar 2002. If the appreciation experienced during this recent period continues, it will have a
material adverse impact on Harmony's operating results. In December 2001, in response to
significant depreciation in the Rand and to protect itself against possible appreciation of the Rand
against the U.S. dollar, Harmony entered into Rand-U.S. dollar currency forward exchange
contracts intended to cover estimated revenues from the Free State operations' planned
production for calendar 2002. Harmony fixed the Rand-U.S. dollar exchange rate for a total of
$180 million at an average exchange rate of Rand 11.20 per U.S. dollar. These forward

exchange contracts expired on December 31, 2002 and were not renewed. Harmony has not
entered into any such forward exchange contracts since then. See "Item 11. Quantitative and
Qualitative Disclosures About Market Risk Foreign Currency Sensitivity."

The profitability of Harmony's operations, and the cash flows generated by those operations,
are affected by changes in the market price for gold, which in the past has fluctuated widely.
Substantially all of Harmony's revenues come from the sale of gold. Historically,

the market price for gold has fluctuated widely and has been affected by numerous factors over
which Harmony has no control, including:

e the demand for gold for industrial uses and for use in jewelry;
e international or regional political and economic trends;

o the strength of the U.S. dollar (the currency in which gold prices generally
are quoted) and of other currencies;

e financial market expectations regarding the rate of inflation;
e interest rates;

e speculative activities;
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e actual or expected purchases and sales of gold bullion holdings by central
banks or other large gold bullion holders or dealers;

e forward sales by gold producers; and

e the production and cost levels for gold in major gold-producing nations,
such as South Africa.

In addition, the current demand for and supply of gold affects the price of gold,

but not necessarily in the same manner as current demand and supply affect the prices of other
commodities. Historically, gold has tended to retain its value in relative terms against basic
goods in times of inflation and monetary crisis. As a result, central banks, financial institutions
and individuals hold large amounts of gold as a store of value and production in any given year
constitutes a very small portion of the total potential supply of gold. Since the potential supply
of gold is large relative to mine production in any given year, normal variations in current
production will not necessarily have a significant effect on the supply of gold or its price.

The volatility of gold prices is illustrated in the following table, which shows the

annual high, low and average of the afternoon London Bullion Market fixing price of gold in
U.S. dollars for the past ten years:

Price per Ounce

Year

$

Average
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2003 ............... (through December 10, 2003)

High Low

On June 30, 2003, the afternoon fixing price of gold on the London Bullion

Market was $346 per ounce. On December 10, 2003, the afternoon fixing price of gold on the
London Bullion Market was $410.00 per ounce.

While the aggregate effect of these factors is impossible for Harmony to predict,

if gold prices should fall below Harmony's cost of production and remain at such levels for any
sustained period, Harmony may experience losses and may be forced to curtail or suspend some
or all of its operations. In addition, Harmony would also have to assess the economic impact of
low gold prices on its ability to recover any losses it may incur during that period and on its
ability to maintain adequate reserves. Harmony's average cash cost of production per ounce of
gold sold was approximately $253 in fiscal 2003, $196 in fiscal 2002 and $234 in fiscal 2001.
5
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Actual or expected sales of gold by central banks have had a significant impact on the price of
gold.

Over the past several years, one of the most important factors influencing the gold

price has been actual or expected sales of gold reserves by central banks. Since 1997, a number
of central banks, including the central banks of Australia, Switzerland and the United Kingdom,
have announced plans to sell significant gold reserves, and, more recently, the International
Monetary Fund has discussed selling significant gold reserves to fund international debt relief.
The gold price has declined following each such announcement and sale, culminating in a drop
in the gold price to its lowest level in at least twenty years in July 1999, after the Bank of
England completed the first part of its announced sale of more than half of its gold reserves. In
September 1999, the central banks of fifteen European countries agreed to limit sales of gold
reserves for the next five years to sales announced at that time and to limit gold lending and
derivative operations for five years. The announcement of this agreement led to an immediate
increase in the price of gold, although the gold price was subsequently subject to downward
pressure around the time of the periodic auctions held by the Bank of England. The agreement
by the central banks is voluntary and there are a number of central banks with significant gold
reserves that are not subject to the agreement. Any future sales or publicly announced proposed
sales by central banks of their gold reserves are likely to result in a decrease in the price of gold.
Because Harmony does not use commodity or derivative instruments to protect against low
gold prices with respect to most of its production, Harmony is exposed to the impact of any
significant drop in the gold price.

As a general rule Harmony sells its gold production at market prices. Recently,

there have been two instances in which Harmony has made use of gold price hedges: Harmony's
forward sale of a portion of the production at Bissett at a set gold price and, more recently,

put options relating to 1 million ounces of Harmony's production at Elandskraal. Both of these
hedges were affected by Harmony in order to secure loan facilities and have since been closed
out. A significant proportion of the production at Randfontein was already hedged when
acquired by Harmony, and these hedges have since been closed out. In addition, a substantial
proportion of the production at each of New Hampton and Hill 50 was already hedged when
acquired by Harmony and remains hedged. During fiscal 2003 a significant portion of these
inherited hedge agreements were closed out, at a cost of US$ 8.6 million. The outstanding
agreements are now treated as speculative and the mark-to-market movement will be reflected in
the income statement. Harmony generally does not enter into forward sales, derivatives or other
hedging arrangements to establish a price in advance for the sale of its future gold production.
See "Item 4. Information on the Company--Business--Hedge Policy" and "Item 11.

Quantitative and Qualitative Disclosures About Market Risk--Commodity Price Sensitivity." In
general, hedging in this manner reduces the risk of exposure to volatility in the gold price.
Because Harmony's hedging does not generally establish a future price for hedged gold,
Harmony can realize the positive impact of any increase in the gold price. However, this also
means that Harmony is not protected against decreases in the gold price and if the gold price
decreases significantly Harmony runs the risk of reduced revenues in respect of gold production
that is not hedged.

6
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Harmony's gold reserve figures may yield less gold under actual production conditions than
Harmony currently estimates.

The ore reserve estimates contained in this annual report are estimates of the mill

delivered quantity and grade of gold in Harmony's deposits and stockpiles. They represent the
amount of gold that Harmony believes can be mined, processed and sold at prices sufficient to
recover Harmony's estimated future total costs of production, remaining investment and
anticipated additional capital expenditures. Harmony's ore reserves are estimated based upon
many factors, including:

e the results of exploratory drilling and an ongoing sampling of the
orebodies;

e past experience with mining properties; and
e the experience of the person making the reserve estimates.

The ore reserve estimates contained in this annual report are calculated based on

estimates of future production costs, future gold prices and, because Harmony's gold sales are
primarily in U.S. dollars and Harmony incurs most of its production costs in Rand, the exchange
rate between the Rand and the U.S. dollar and, in the case of Harmony's Australian operations,
the Australian dollar. As a result, the reserve estimates contained in this annual report should not
be interpreted as assurances of the economic life of Harmony's gold deposits or the profitability
of its future operations.

Since ore reserves are only estimations which Harmony makes based on the above

factors, in the future Harmony may need to revise its estimates. In particular, if Harmony's
production costs increase (whether in Rand terms, in Australian dollar terms, or in relative terms
due to appreciation of the Rand or the Australian dollar against the U.S. dollar) or if gold prices
decrease, a portion of Harmony's ore reserves may become uneconomical to recover. This will
force Harmony to lower its estimated reserves.

For example, following the acquisition of New Hampton, the Big Bell

underground mine yielded disappointing results, including lower than expected grade. As a
result, in the quarter ended June 30, 2002, Harmony reduced grade estimates for Big Bell's
future production, which has led to a substantial reduction in proven and probable reserves
attributable to the Big Bell mine. For the 2003 financial year, no reserves were declared for the

Big Bell mine as no economical ore was available, and the mine was in the last phases of closure.

See "Item 4. Information on the Company--Business--Harmony's Mining Operations--
Australian Operations."

Harmony's strategy depends on its ability to make additional acquisitions.

In order to increase Harmony's gold production and to acquire additional reserves

so that Harmony can maintain and grow its gold production beyond the life of its current ore
reserves, Harmony is exploring opportunities to expand by acquiring selected gold producers and
mining operations. However, Harmony cannot guarantee that:

7
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e Harmony will be able to identify appropriate acquisition candidates or
negotiate acquisitions on favorable terms;

® Harmony will be able to obtain the financing necessary to complete future
acquisitions; or

e the issuance of Harmony's ordinary shares or other securities in
connection with any future acquisition will not result in a substantial
dilution in ownership interests of holders of Harmony's ordinary shares.

As at June 30, 2003, Harmony's mining operations reported total proven and

probable reserves of approximately 50.0 million ounces, which includes Abelle and ounces
attributable to Harmony's 50% interest in the Free Gold Company. If Harmony is unable to
acquire additional gold producers or generate additional proven and probable reserves at its
existing operations or through Harmony's exploration activities, Harmony cannot be certain that
it will be able to expand or replace its current production with new reserves in an amount
sufficient to sustain the life of its mining operations beyond the current life of its reserves.

To maintain gold production beyond the expected lives of Harmony's existing mines or to
increase production materially above projected levels, Harmony will need to access additional
reserves through development or discovery.

Harmony's Australian operations have limited proven and probable reserves.

Exploration and discovery will be necessary to maintain current gold production levels at these
operations in the future. Exploration for gold and other precious metals is speculative in nature,
is frequently unsuccessful and involves many risks, including risks related to:

® Jocating orebodies;

e identifying the metallurgical properties of orebodies;

e estimating the economic feasibility of mining orebodies;
e developing appropriate metallurgical processes;

® obtaining necessary governmental permits; and

e constructing mining and processing facilities at any site chosen for
mining.

Harmony's exploration efforts might not result in the discovery of mineralization

and any mineralization discovered might not result in an increase in Harmony's proven and
probable reserves.

To access additional reserves in South Africa, Harmony will need to successfully

complete development projects, including extending existing mines and, possibly, developing
new mines. Harmony typically uses feasibility studies to determine whether or not to undertake
significant development projects. Feasibility studies include estimates of expected or anticipated
economic returns, which are based on assumptions about:

8
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e future gold and other metal prices;

e anticipated tonnage, grades and metallurgical characteristics of ore to be
mined and processed;

e anticipated recovery rates of gold and other metals from the ore; and

e anticipated total costs of the project, including capital expenditure and
cash operating costs.

Actual costs, production and economic returns may differ significantly from those

anticipated by Harmony's feasibility studies. Moreover, it can take a number of years from the
initial feasibility studies until development is completed. During that time, the economic
feasibility of production may change. In addition, there are a number of uncertainties inherent in
the development and construction of an extension to an existing mine or any new mine,
including:

e the availability and timing of necessary environmental and other
governmental permits;

e the timing and cost necessary to construct mining and processing facilities,
which can be considerable;

e the availability and cost of skilled labor, power, water and other materials;

e the accessibility of transportation and other infrastructure, particularly in
remote locations;

e the availability and cost of smelting and refining arrangements; and

e the availability of funds to finance construction and development
activities.

Accordingly, there is no assurance that any future development projects will

extend the life of Harmony's existing mining operations or result in any new commercial mining
operations.

Harmony may experience problems in managing new acquisitions and integrating them with
its existing operations.

Acquiring new gold mining operations involves a number of risks including:

e difficulties in assimilating the operations of the acquired business;

e difficulties in maintaining the financial and strategic focus of Harmony
while integrating the acquired business;

e problems in implementing uniform standards, controls, procedures and
policies;
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® increasing pressures on existing management to oversee a rapidly
expanding company; and

e to the extent Harmony acquires mining operations outside South Africa,
encountering difficulties relating to operating in countries in which
Harmony has not previously operated.

Any difficulties or time delays in achieving successful integration of new acquisitions could have
a material adverse effect on Harmony's business, operating results, financial condition and stock
price. For example, following the acquisition of New Hampton, Harmony has encountered
higher than expected costs and disappointing results from the Big Bell operations. See "Item 4.
Information on the Company--Business--Harmony's Mining Operations--Australian
Operations." Harmony may encounter similar difficulties or other problems in integrating other
acquisitions.
Due to the nature of mining and the type of gold mines it operates, Harmony faces a material
risk of liability, delays and increased production costs from environmental and industrial
accidents and pollution.
The business of gold mining by its nature involves significant risks and hazards,
including environmental hazards and industrial accidents. In particular, hazards associated with
underground mining include:

e rock bursts;

® seismic events;

¢ underground fires;

e cave-ins or falls of ground;

e discharges of gases and toxic chemicals;

e release of radioactive hazards;

¢ flooding;

e accidents; and

e other conditions resulting from drilling, blasting and removing and
processing material from a deep level mine.

Hazards associated with open cast mining (also known as open pit mining) include:
¢ flooding of the open pit;
e collapse of the open pit walls;

e accidents associated with the operation of large open pit mining and rock
transportation equipment; and

e accidents associated with the preparation and ignition of large scale open
pit blasting operations.
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Hazards associated with waste rock mining include:

e accidents associated with operating a waste dump and rock transportation;
and
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e production disruptions due to weather.

Harmony is at risk of experiencing any and all of these environmental or other

industrial hazards. The occurrence of any of these hazards could delay production, increase
production costs and result in liability to Harmony.

Harmony's insurance coverage may prove inadequate to satisfy future claims against it.
Harmony has third party liability coverage for most potential liabilities, including
environmental liabilities. While Harmony believes that its current insurance coverage for the
hazards described above is adequate and consistent with industry practice, Harmony may
become subject to liability for pollution or other hazards against which it has not insured or
cannot insure, including those in respect of past mining activities. Further, Harmony maintains
and intends to continue to maintain, property and liability insurance consistent with industry
practice, but such insurance contains exclusions and limitations on coverage. In addition, there
can be no assurance that insurance will continue to be available at economically acceptable
premiums. As a result, in the future Harmony's insurance coverage may not cover the extent of
claims against it for environmental or industrial accidents or pollution.

Political or economic instability in South Africa or regionally may have an adverse effect on
Harmony's operations and profits.

Harmony is incorporated and owns significant operations in South Africa. As a

result, there are important political and economic risks relating to South Africa which could
affect an investment in Harmony.

South Africa has been transformed into a democracy since 1994, with a successful

second round of democratic elections held during 1999. Harmony fully supports government
policies aimed at redressing the disadvantages suffered by the majority of citizens under previous
governments and recognize that in order to implement these policies, Harmony's operations and
profits may be impacted. In addition to political issues, South Africa faces many challenges in
overcoming substantial differences in levels of economic development among its people. While
South Africa features highly developed, sophisticated, first world business sectors and
infrastructure at the core of its economy, large parts of the population do not have access to
adequate education, health care, housing and other services, including water and electricity.
Over the past five years, the South African economy has grown at a relatively

slow rate, inflation and unemployment have been high by comparison with developed countries,
and foreign reserves have been relatively low. GDP growth was approximately 0.8% in 1998,
2.0% in 1999, 3.5% in 2000, 2.8% in 2001 and 3.0% in 2002. The depreciation of the Rand in
1997 and 1998 resulted in an increase in the South African bank prime lending rate, which
peaked at approximately 25.5% during 1998. Due to appreciation of the Rand against the U.S.
dollar during fiscal 2003, rates have decreased significantly and as of December 10, 2003, the
rate was approximately 12%.

Although the South African government has indicated on numerous occasions that

it is committed to creating a stable, democratic free market economy, including the phasing out
of exchange controls, it is difficult to predict the future political, social and economic direction
11
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of South Africa or how the government will try to address South Africa's problems. It is also
difficult to predict the effect on Harmony's business of these problems or of the government's
efforts to solve them.

Further, there has been regional political and economic instability in countries

north of South Africa. As discussed above, any resulting political or economic instability in
South Africa could have a negative impact on Harmony's ability to manage and operate its South
African mines.

The results of Harmony's South African operations may be negatively impacted by inflation.
Harmony's operations have not in recent years been materially affected by

inflation, however, Harmony's profits and financial condition could be affected adversely in the
absence of a concurrent devaluation of the Rand and an increase in the price of gold.
Harmony's financial flexibility could be materially constrained by South African currency
restrictions.

South Africa's exchange control regulations provide for restrictions on exporting

capital from South Africa. As a result, Harmony's ability to raise and deploy capital outside
South Africa is restricted. In particular, Harmony:

e is generally not permitted to export capital from South Africa or to hold

foreign currency without the approval of the South African exchange
control authorities;

¢ is generally required to repatriate to South Africa profits of foreign
operations; and
e is limited in its ability to utilize profits of one foreign business to finance

operations of a different foreign business.

These restrictions could hinder Harmony's normal corporate functioning. While

exchange controls have been relaxed in recent years and are continuing to be so relaxed, it is
difficult to predict whether or how the South African government will further relax the exchange
control regulations in the future.

Since Harmony's South African labor force has substantial trade union participation,
Harmony faces the risk of disruption from labor disputes and new South African labor laws.
Due to the number of its South African employees that belong to unions,

Harmony is at risk of having its production stopped for indefinite periods due to strikes and other
labor disputes. Significant labor disruptions may have a material adverse effect on Harmony's
operations and financial condition. Harmony has experienced strikes in the past from time to
time, and it is not able to predict whether it will experience significant labor disputes in the
future.
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Harmony's production has been and continues to be affected by labor laws. Since

1995, South African laws relating to labor have changed significantly in ways that affect
Harmony's operations. In particular, laws enacted since then that regulate work time, provide
for mandatory compensation in the event of termination of employment for operational reasons
and impose large monetary penalties for non-compliance with administrative and reporting
requirements in respect of affirmative action policies could result in significant costs to
Harmony. In addition, future South African legislation and regulations relating to labor may
further increase Harmony's costs or alter Harmony's relationship with its employees. There may
continue to be significant changes in labor law in South Africa over the next several years. For
example, amendments to South African labor law were enacted in 2002, that require mandatory
consultation with labor in the event of retrenchments, transfers of businesses or insolvency. See
"Item 6. Directors, Senior Management and Employees Employees Unionized Labor."
HIV/AIDS poses risks to Harmony in terms of productivity and costs.

The incidence of HIV/AIDS in South Africa, which is forecast to increase over

the next decade, poses risks to Harmony in terms of potentially reduced productivity and
increased medical and other costs. Harmony currently estimates that the infection rate among
Harmony's South African workforce is approximately 28%, a figure which Harmony believes is
consistent with the overall infection rate in South Africa. Harmony expects that significant
increases in the incidence of HIV/AIDS infection and HIV/AIDS-related diseases among its
South African workforce over the next several years may adversely impact its operations and
financial condition. Currently, Harmony expects that the cost of addressing HIV/AIDS infection
and HIV/AIDS-related diseases among its South African workforce will grow to approximately
$4 per ounce of gold by 2007. Harmony currently spends $2 per ounce produced on HIV/AIDS-
related illnesses. This expectation, however, is based on assumptions about, among other things,
infection rates and treatment costs, which are subject to material risks and uncertainties beyond
Harmony's control, as a result of which actual results may differ from Harmony's current
expectation. Harmony is actively pursuing HIV/AIDS awareness campaigns with its South
African workforce and is also providing medical assistance and separation packages for
employees who decide to leave their place of work and return home for care. See "Item 4.
Information on the Company--Regulation--Health and Safety Matters."

Harmony's operations are subject to extensive government regulations.

Harmony and its subsidiaries operate in a highly regulated industry. The

legislation governing Harmony covers broad areas including health and safety, mineral rights
ownership and socioeconomic development, and the scope of the principal legislation continues
to change. In particular, in January, 1997 the South African government introduced the Mine
Health and Safety Act and in October, 2002, it introduced the Mineral and Petroleum Resources
Development Act. Compliance with these acts are of fundamental importance to the operation of
Harmony's business and the impact and potential costs for Harmony of changes in any of these
laws is uncertain. For example, the South African parliament has recently introduced a bill,
known as the Royalty Bill, which may require royalties to be paid to the government. This
proposed legislation may have an adverse impact on the profits generated by Harmony. See
"Item 4. Information of the Company - Regulation."
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In Australia, most mineral rights belong to the government, and mining

companies must pay royalties to the government based on production. There are, however,
limited areas where the government granted freehold estates without reserving mineral rights.
Harmony's subsidiary New Hampton has freehold ownership of its Jubilee mining areas, but the
other mineral rights in Harmony's Australian operations belong to the Australian government
and are subject to royalty payments. In addition, current Australian law generally requires native
title approval to be obtained before a mining license can be granted and mining operations can
commence. New Hampton and Hill 50 have approved mining leases for most of their reserves,
including all reserves that are currently being mined, and Bendigo has an approved mining
license for its current development area. If New Hampton, Hill 50 or Bendigo desired to expand
operations into additional areas under exploration, these operations would need to convert the
relevant exploration licenses prior to commencing mining, and that process could require native
title approval. There can be no assurance that any approval would be received.

Harmony is subject to extensive environmental regulations.

As a gold mining company, Harmony is subject to extensive environmental

regulation. Harmony has experienced and expects to continue to experience increased costs of
production arising from compliance with South African environmental laws and regulations.
The Minerals Act, the regulations promulgated under the Minerals Act, certain other
environmental legislation and the administrative policies of the South African government all
regulate the impact of Harmony's prospecting and mining operations on the environment.
Pursuant to these regulations, upon the suspension, cancellation, termination or lapsing of a
prospecting permit or mining authorization in South Africa, Harmony will remain liable for
compliance with the provisions of the Minerals Act, including any rehabilitation obligations.
This liability will continue until such time as the South African Department of Minerals and
Energy certifies that Harmony has complied with the provisions of the Minerals Act. See "Item
4. Information on the Company Regulation."

Currently, Harmony provides for environmental liabilities by contributing to

environmental trust funds. In the future, Harmony may incur significant costs associated with
complying with more stringent requirements imposed under new legislation and regulations.
This may include the need to increase and accelerate expenditure on environmental
rehabilitation, and alter provisions for this expenditure, which could have a material adverse
effect on Harmony's results and financial condition.

The South African government is currently reviewing requirements imposed upon

mining companies to ensure environmental restitution. For example, with the introduction of an
environmental rights clause in South Africa's constitution, a number of environmental legislative
reform processes have been initiated. Legislation passed as a result of these initiatives has
tended to be materially more onerous than laws previously applied in South Africa. Examples of
such legislation include the National Water Act 36 of 1998 and the National Environmental
Management Act 107 of 1998, both of which include stringent "polluter-pays" provisions. The
adoption of these or additional or more comprehensive and stringent requirements, in particular
with regard to the management of hazardous wastes, the pollution of ground and ground water
14
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systems and the duty to rehabilitate closed mines may result in additional costs and liabilities to
Harmony.

Harmony's Australian operations must comply with mining lease tenement

conditions set by the Department of Minerals and Energy, the Mining Act (1978), the
Department of Environmental Protection operating licenses, and water abstraction licenses
issued by the Water and Rivers commission for each of its sites. Harmony's Australian
operations must also comply with numerous environmental acts and bills. As a result, Harmony
must make provisions for mining rehabilitation whenever mining is commenced at a new site in
Australia. While Harmony believes that its current provision for compliance with such
requirements is reasonable, any future changes and development in Australian environmental
laws and regulations may adversely affect these Australian operations. See "Item 4. Information
on the Company Regulation."

Harmony may not pay cash dividends to its shareholders in the future.

It is the current policy of Harmony's Board of Directors, or the Board, to declare

and pay cash dividends if profits and funds are available for that purpose. Whether funds are
available depends on a variety of factors, including the amount of cash available and Harmony's
capital expenditures and other cash requirements existing at the time. Under South African law,
cash dividends may only be paid out of the profits of Harmony. No assurance can be given that
cash dividends will be paid in the future.

The principal trading market for Harmony's ordinary shares is the JSE Securities

Exchange South Africa, or the JSE. Historically, trading volumes and liquidity of shares listed on
the JSE have been low in comparison with other major markets. The ability of a holder to sell a
substantial number of Harmony's ordinary shares on the JSE in a timely manner, especially with

regard to a large block trade, may be restricted by the limited liquidity of shares listed on the JSE.

Because Harmony has a significant number of outstanding options, its ordinary shares are
subject to dilution.

Because the principal non-United States trading market for Harmony's ordinary shares is the
JSE Securities Exchange South Africa, U.S. investors face liquidity risk in the market for
Harmony's ordinary shares.

As of June 30, 2003, Harmony had an aggregate of 250,000,000 ordinary shares

authorized to be issued, which was increased to 350,000,000 at a shareholders' meeting held on
September 1, 2003. On June 30, 2003 an aggregate of 184,854,115 ordinary shares were issued
and outstanding. Harmony's employee share option plans permit the granting of options in an
amount up to an aggregate of 14% of the number of Harmony ordinary shares outstanding as of
the date of the grant. As of June 30, 2003, options to purchase a total of 7,682,900 ordinary
shares were outstanding. Additional options will be granted to employees and directors who
joined Harmony subsequent to the ARMgold merger. The exercise prices of the options currently
vary between Rand 11.70 and Rand 93.00. As a result, shareholders' equity interests in
Harmony are subject to dilution to the extent of future exercises of these options.
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Item 4. Information on the Company

BUSINESS

Introduction

Harmony and its subsidiaries conduct underground and surface gold mining and

related activities, including exploration, processing, smelting and refining. Harmony expects to
become the largest producer of gold in South Africa in fiscal year 2004, producing some 30% of
the country's gold, and the fifth largest gold producer in the world. As at June 30, 2003,
Harmony's mining operations reported total proven and probable reserves of approximately

50.0 million ounces, which includes ounces attributable to Abelle and Harmony's 50% interest in the Free

Gold Company.

In fiscal 2003, Harmony processed approximately 31.128 million tons of ore and

sold 2,943,830 ounces of gold, which includes Harmony's 50% interest in the sales by the Free
Gold Company.

The gold market is relatively deep and liquid, with the price of gold generally

quoted in U.S. dollars. The demand for gold is primarily for fabrication purposes and bullion
investment. The purchase and sale of gold takes place around the globe in all sizes and forms.
Harmony's principal mining operations are located in South Africa and Australia.

Harmony also has a gold mining operation in the Manitoba Province of Canada, production at
which was suspended in the quarter ended September 30, 2001 due to mining operations being
uneconomical at then-current gold prices.

Harmony conducts its mining operations through various subsidiaries. As of

June 30, 2003, Harmony's significant subsidiaries were Randfontein Estates Limited, Evander
Gold Mines Limited, and Harmony Gold (Australia) (Pty) Limited. Randfontein Estates
Limited and Evander Gold Mines Limited are wholly-owned direct subsidiaries incorporated in
South Africa. Hill 50 Limited is a wholly-owned indirect subsidiary of Harmony incorporated in
Australia.

In addition, Harmony also has made several strategic investments in mining

companies within and outside South Africa. In December 2001, Harmony acquired ordinary
shares representing approximately 31.8% of the outstanding share capital of Bendigo, a single
project Australian gold mining development company. In May and June 2002, Harmony
acquired ordinary shares representing approximately 32.5% of the outstanding share capital of
Highland Gold, a privately held company organized under the laws of Jersey, Channel Islands,
which holds Russian gold mining assets and mineral rights, including an operating mine and
development projects™

In November 2002, Harmony acquired ordinary shares representing

approximately 21% of the outstanding share capital of High River, a company organized under
the laws of Ontario, Canada that is listed on the Toronto Stock Exchange and holds gold mining

assets in Russia, Canada and West Africa.
*

&

Harmony sold its interests in Highland Gold and High River after the 2003 fiscal year end for a combined pre-tax gain

of
approximately R528.2 million. See "Item 8. Financial Information Significant Changes."
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In South Africa, Harmony and its subsidiaries (excluding the Free Gold

Company) have nine operating shafts in the Free State Province, five operating shafts at Evander
in the Mpumalanga Province, four operating shafts at Randfontein in the Gauteng Province, an
open cast mine at Kalgold in the North West Province,

ke

and two production shaft units at

Elandskraal in the North West and Gauteng provinces consisting of six shafts (two of which are
sub-vertical shafts). The Free Gold Company (in which Harmony had a 50% interest as of the
end of fiscal 2003 and which became a wholly-owned subsidiary of Harmony since the merger
with ARMgold was concluded) on September 22, 2003) has eleven operating shafts in the Free
State Province.

Harmony's Australian operations include three operations in Western Australia:

Big Bell (acquired in the New Hampton transaction), Mt. Magnet (acquired in the Hill 50
transaction) and South Kalgoorlie (including Jubilee, acquired in the New Hampton transaction,
and New Celebration, acquired in the Hill 50 acquisition). Underground and surface mining is
conducted at each of these Australian operations, with underground access through one decline at
Big Bell, two declines at Mt. Magnet and one decline at South Kalgoorlie and surface access
principally through open pits.

In fiscal 2003, the combined gold sales of Harmony (including Abelle, but

excluding the Free Gold Company) were 2,366,116 ounces. During Harmony's fiscal 2003,

sales from the Free Gold assets amounted to 1,155,428 ounces of gold, of which 577,714

was attributable to Harmony. Because Harmony equity accounts for its 50% interest in the

Free Gold Company, sales from the Free Gold assets are not included in Harmony's sales

figures in this annual report. For more information on Harmony's consolidation policy, see note 2(b) to the
consolidated financial statements.

Ore from the shafts and surface material are treated at fourteen metallurgical

plants in South Africa (three at the Free State operations, two at Elandskraal, two at Evander,
two at Randfontein, one at Kalgold

Kk

and four at the Free Gold Company) and at four

metallurgical plants in Australia (one at Big Bell, one at Mt. Magnet and two at South
Kalgoorlie). Harmony received regulatory approval in 1997 to market its own gold, a function
that was previously the sole preserve of the SARB. A refinery was commissioned by Harmony
during fiscal 1997 in the Free State Province at South Africa. Harmony increased the capacity of
this refinery in fiscal 2002, as a result of which Harmony has the capacity to refine all of its gold
produced in South Africa.

History

Harmony Gold Mining Company Limited was incorporated and registered as a

public company in South Africa on August 25, 1950. Harmony's principal executive offices are
located at 4 The High Street, First Floor, Melrose Arch, Melrose North 2196, South Africa and
the telephone number at this location is +27-11-684-0140. Harmony operates under a variety of
statutes and regulations. To learn more about these statutes and regulations, see "Item 4.
Information on the Company--Regulation" and "Item 10. Additional Information--
Memorandum and Articles of Association."

Kk

Harmony entered into an agreement to dispose of its Kalgold operations after the end of the 2003 fiscal year for a
consideration of R275 million. See

"Item 8. Financial Information - Significant Changes."
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Commercial gold mining in South Africa evolved with the establishment of

various mining houses at the beginning of the 1900s by individuals who bought and consolidated
blocks of claims until sufficient reserves could be accumulated to sustain underground mining.
The mines were then incorporated, but it was not the practice of the founding mining house to
retain a majority shareholding. Instead, the mining house would enter into a management
agreement with the mine pursuant to which the mining house would carry out certain managerial,
administrative and technical functions pursuant to long-term contracts. Fees were generally
charged based on revenues, working costs or capital expenditures, or a combination of all three,
without regard to the cost or the level of services provided.

Harmony was operated as a mining operation in this manner and the mining house

Randgold & Exploration Company Limited, or Randgold, retained the management agreement.
In late 1994, Randgold cancelled the management agreement and entered into a service
agreement with Harmony to supply executive and administrative services at market rates. In
1997, Harmony and Randgold terminated their service agreement and Harmony began operating
as a completely independent gold mining company.

Harmony's operations have grown significantly since 1995. Since 1995,

Harmony has expanded from a lease-bound mining operation into an independent, world-class
gold producer. Harmony increased its gold sales from 650,312 ounces of gold in fiscal 1995 to
2,943,830 ounces of gold in fiscal 2003. These figures reflect 50% of the sales by the Free Gold

Company during fiscal year 2003, which are not included in product sales for accounting purposes.

In fiscal 2003, approximately 79% of Harmony's gold production took place in

South Africa and 21% in Australia. In fiscal 2003, approximately 73% of Harmony's gold came
from underground mines and 27% came from its surface mines. For more detailed geographical
information about Harmony's activities, see "ltem 4. Information on the Company--Business--
Harmony's Mining Operations" and "Geographical and Segment Information" in note 31 to the
consolidated financial statements.

South African Operations

Harmony acquired additional mineral rights in the Free State, Mpumulanga,

Gauteng and North West provinces in South Africa when it acquired Lydex in 1997, Evander in
1998, Kalgold

ke

in 1999 and Randfontein in 2000.

On January 31, 2001, Harmony entered into an agreement with AngloGold to

purchase the assets and liabilities of the Elandskraal mines from AngloGold for approximately
Rand 1 billion. Harmony launched and priced an issue of senior unsecured fixed rate bonds in an
aggregate principal amount of R1.2 billion ($149.3 million), with a semi-annual interest payable
at a rate of 13% per annum. These bonds are repayable on June 14, 2006, subject to early
redemption at Harmony's option. The bonds are listed on the Bond Exchange of South Africa.
The bonds were issued to settle existing debt and to fund the purchase of Elandskraal and New

Hampton.
ke

Harmony entered into an agreement to dispose of its Kalgold operations after the end of the 2003 fiscal year for a

consideration of R275 million. See
"Item 8. Financial Information - Significant Changes."
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On November 21, 2001, Harmony and ARMgold, a subsidiary of ARM, reached

an agreement in principle with AngloGold to purchase the Free Gold assets, subject to specified
conditions. Pursuant to the subsequently executed definitive agreements, the Free Gold assets
were purchased by the Free Gold Company (in which Harmony and ARMgold each has a 50%
interest) for Rand 2.2 billion ($206.8 million at an exchange rate of R10.64 per $1.00), plus an
amount equal to any liability for taxes payable by AngloGold in connection with the sale. For
purposes of U.S. GAAP, Harmony equity accounted for its interest in the Free Gold Company
with effect from May 1, 2002 and the purchase price of the Free Gold assets was determined to

be Rand 2.264 billion. See "Item 5. Operating and Financial Review and Prospects--
Overview." In September, 2003, Harmony and ARMgold completed a merger. See "Item 8.
Financial Information -Significant Changes."

In connection with the acquisition of the Free Gold assets, Harmony and

ARMgold entered into a formal joint venture and shareholders' agreement relating to the Free
Gold Company. The agreement provides that Harmony and ARMgold are each responsible for
50% of the expenses associated with operating the Free Gold assets. The FreeGold operations are
now wholly-owned by Harmony following the merger with ARMgold which was completed on
September 22, 2003. See "item 8. Financial Information - Significant Changes."

On May 24, 2002, Harmony, ARMgold and Gold Fields, through its subsidiary,

St. Helena Gold Mines Limited, announced that an agreement in principle had been reached
under which St. Helena Gold Mines Limited would sell the St. Helena gold mining assets to the
Free Gold Company for Rand 120 million ($13.7 million), plus a royalty equal to one percent of
revenue for a period of 48 months beginning on the effective date of the sale. The sale was
completed on October 30, 2002, and the Free Gold Company assumed management control on
that date.

On May 2, 2003, Harmony and ARMgold announced details of their 50/50 joint

acquisition of a 34.5% stake in Anglovaal Mining Limited ("Avmin"). Based on a value of
R43.50 per share, the transaction is valued at Rand 1.687 billion and was paid for in cash, which
was funded by a long term loan from Nedcor Bank, repayable by November, 2004. For a
description of current restructuring involving Avmin following the Harmony merger with ARMgold,
see " Item 8. Financial Information - Significant Changes."

Australian Operations

Harmony presently conducts Australian operations through three acquired

Australian gold mining companies: New Hampton, acquired with effect from April 1, 2001,
Hill 50, acquired with effect from April 1, 2002 and Abelle, acquired with effect from May 1,
2003.

On December 19, 2000, Harmony announced that it had agreed to purchase

19.99% of New Hampton ordinary shares from Normandy Mining and made an offer for all of
the outstanding ordinary shares of New Hampton. The total cash bid valued New Hampton at
approximately A$56.3 million (R228.2 million at an exchange rate of R4.05 per A$1.00, or
$28.5 million at an exchange rate of R8.00 per $1.00). This offer closed on July 12, 2001, at
which time Harmony had acquired 96.2% of New Hampton's shares and 95% of New
Hampton's warrants. Harmony subsequently completed a compulsory acquisition of the
remaining shares and warrants.
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On December 11, 2001, Harmony commenced a conditional cash offer for all of

the outstanding ordinary shares and listed options of Hill 50. The total cash bid valued Hill 50 at approximately
A$233 million (R1.419 billion at an exchange rate of R6.09 per A$1.00, or $124.8 million at an exchange rate of
R11.37 per $1.00). The offer closed on May 3, 2002, at which time shareholders holding 98.57% of Hill 50's shares
and 98.76% of Hill 50's listed options had accepted Harmony's offer and this offer had become unconditional.
Harmony subsequently completed a compulsory acquisition of the remaining shares and options under the rules of the
Australian Stock Exchange. See "Item 4. Information on the Company--Business--Harmony's Mining
Operations--Australian Operations." Harmony financed the Hill 50 offer from existing cash resources and borrowings,
including a syndicated loan facility entered into on February 28, 2002, with Citibank, N.A., as lead arranger. See
"Item 5. Operating and Financial Review and Prospects--Credit Facilities and Other Borrowings." In an effort to
increase efficiency and reduce corporate expenditures, in the quarter ended June 30, 2002 Harmony integrated New
Hampton's Jubilee operations with Hill 50's New Celebration operations to form the South Kalgoorlie operations and
combined the corporate offices of New Hampton and Hill 50 in Perth. With effect from April 1, 2002, Harmony
reports the New Hampton and Hill 50 operating results together within an "Australian Operations" segment.
Harmony made its first investment in the Australian gold mining industry in

February 2000, by acquiring a stake in Goldfields (Australia), an independent gold production and exploration
company. As of September 2001, Harmony's stake in Goldfields (Australia) was approximately 22.96%. Effective
December 31, 2001, Delta Gold Limited, or Delta, completed a merger with Goldfields (Australia). In connection with
the merger, holders of Delta shares received 187 Goldfields (Australia) shares in exchange for every 200 Delta shares
held. Harmony's stake in Goldfields (Australia) following the merger was diluted to approximately 9.8%. In February
2002, Goldfields (Australia) changed its name to AurionGold Limited. On

May 25, 2002, Harmony and Placer Dome entered into an agreement under which Harmony accepted Placer Dome's
offer to acquire all of Harmony's interest in AurionGold. As a result of this transaction, Harmony obtained a 1.9%
interest in Placer Dome which was disposed of during fiscal 2003.

On September 25, 2001, Harmony announced that it had reached an agreement in principle with
Bendigo, to acquire 294 million shares of Bendigo for a total purchase price of approximately A$50 million (R292
million at an exchange rate of R5.84 per A$1.00, or $22.8 million at an exchange rate of R12.80 per $1.00). On
December 13, 2001, shareholders of Bendigo approved this subscription and Harmony acquired ordinary shares
representing approximately 31.8% of the outstanding share capital of Bendigo. On that date, Harmony was also
granted options to acquire 360 million additional shares of Bendigo at any time before December 31, 2003, at a price
of A$0.30 per share for a maximum consideration of A$108 million (R630.7 million at an exchange rate of R5.84 per
A$1.00, or $72.2 million). If Harmony exercises these options, Harmony would own approximately 50.1% of the
diluted capital of Bendigo. Bendigo is a single project Australian gold mining development company that controls the
New Bendigo Gold Project in the historic Bendigo goldfields. Bendigo controls all of the mining and exploration
rights beneath and in the vicinity of the city of Bendigo in Victoria. Bendigo has reported that it is using the funds it
received from Harmony's investment
in a project with the goal of developing and bringing into production a high grade, mechanized

On February 26, 2003, Harmony announced that it would subscribe for new shares in Abelle
Limited ("Abelle") and the intention to make a public offer for ordinary shares and options in Abelle for A$0.45 per
ordinary share and A$0.30 per option. The offer closed on March 26, 2003, and as at June 30, 2003, Harmony owns
87% of Abelle's outstanding shares and 65% of the listed options which were acquired for a total consideration of
$105.4 million. Abelle is an Australian company listed on the Australian Stock Exchange, with interests in mining
and exploration projects in Australia and Papua New Guinea. From May 1, 2003, Harmony reports the results of
Abelle, together with those of New Hampton and Hill 50 in the "Australian Operations" segment. See "Item 4.
Information on the Company--Business--History" and "Item 4. Information on the Company--Business--Harmony's
Mining Operations--Australian Operations."
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underground mine. Harmony will decide whether to exercise the options mentioned above as soon as a proper
evaluation has been carried out of the feasibility study prepared by the Bendigo board on the project. The preparation
of the feasibility study and its evaluation is currently in progress, with final reserve estimates expected in late
December. The exercise price of the options is currently significantly higher than the levels at which the share price
has been trading recently. The board of Bendigo has indicated that they will pursue other funding options should
Harmony not exercise its option.

In 1998, Harmony acquired its first production facility outside South Africa by purchasing the
mining assets in the Bissett area of Manitoba in Canada from the liquidators of the Rea Gold Corporation. Harmony
has completed the capital expenditure and development programs required to establish a production unit capable of
producing over 65,000 ounces per year on this property. In fiscal 2001, due to the mining operations being
uneconomical at then-current gold prices, Harmony decided to suspend production at the Bissett mine, and placed the
operations on a care and maintenance program during the quarter ended September 30, 2001. On December 2, 2003,
Harmony signed a letter of intent regarding the sale of its interest in Bissett to San Gold Resources Corporation for
C$7.5 million, subject to certain conditions. See "Item 4. Information on the Company--Business-- Mining
Operations--Bissett Operations" and "Item 8. Financial Information Significant Changes."

Since the end of the fiscal year, Harmony has merged with ARMgold, a merger that was completed
in September, 2003. For a description of the merger and other recent
developments since the financial year ended, see below and "Item 8 Financial Information
Significant Changes."

On January 21, 2003, Randfontein Estates Limited ("Randfontein"), a wholly-owned subsidiary of
Harmony, entered into an agreement with Africa Vanguard Resources
(Proprietary) Limited ("Africa Vanguard"), pursuant to which Randfontein sold 26% of its
mineral rights in respect of the Doornkop Mining Area to Africa Vanguard for a purchase price
of R250 million plus VAT. Randfontein and Africa Vanguard also entered into a Joint Venture
Agreement on the same day, pursuant to which they agreed to jointly conduct a mining operation
in respect of the Doornkop Mining Area. The Agreements were subject to the fulfilment of
certain conditions precedent, the last of which was fulfilled on August 12, 2003. The
Agreements were implemented, and the initial purchase price of $19 million was paid on
August 15, 2003. For US GAAP purposes, Harmony will not account for this transaction as a sale,
but will consolidate the results of Africa Vanguard and the Doornkop Joint Venture, as both these
entities have been determined to be variable interest entities, with Harmony as the primary
beneficiary of both variable interest enteties.

On February 26, 2003, Harmony announced that it had agreed to subscribe for new shares in, and
intended to make a public takeover offer for, Australian listed gold producer
Abelle Limited. The offer closed on March 26, 2003 and Harmony acquired 87% of the shares
and 65% of the listed options in Abelle. The total consideration payable was A$151 million or
US$98 million. On June 30, 2003, at a share price of A$1.10 per share, our investment was
valued at US$127 million. Due to some of the minority shareholders exercising their options,
Harmony's interest was diluted to 84.57% of Abelle shares and 63.18% of Abelle options in the
quarter ended September 30, 2003.

Canadian Operations
Strategic Investments
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On July 15, 2003, Harmony announced that it had entered into an agreement with Anglo South
Africa (Pty) Limited ("Anglo SA") whereby it would acquire 77,540,830 ordinary shares in Avgold Limited
("Avgold") or 11.5% of Avgold's outstanding share capital from Anglo SA, in exchange for 6,960,964 new Harmony
ordinary shares issued to Anglo SA. The agreement with Anglo provides that should the Company make an offer to
acquire the other Avgold shareholders interest, the consideration payable to Anglo will be adjusted to reflect the
amounts paid to the other Avgold shareholders.

On May 31, 2002, Harmony acquired ordinary shares representing approximately 25% of the
outstanding share capital of Highland Gold for a purchase price of $18.9 million. On June 28, 2002, Highland Gold
issued 750,000 additional shares to Harmony for a purchase price of $11,925 which increased Harmony's aggregate
interest to approximately 32.5% of Highland Gold's outstanding share capital. Highland Gold completed an initial
public offering on the Alternative Investment Market of the London Stock Exchange during December 2002. As part
of the initial public offering, Harmony subscribed for 2,511,947 Highland Gold ordinary shares for a total
consideration of approximately $8 million. Following the completion of the initial public offering, Harmony's
aggregate interest in Highland Gold's outstanding share capital was 31.7%. Highland Gold is a company organized
under the laws of Jersey, Channel Islands which holds Russian gold mining assets and mineral rights, including an
operating mine and development projects. Harmony disposed of its investment in Highland Gold on October 14, 2003,
for approximately $119.0 million in cash, and realized a pre tax gain of approximately $92.0 million.

On November 22, 2002, Harmony purchased approximately 21.0% of the outstanding share capital
of High River for a total purchase price of $14.5 million. High River is a company organized under the laws of
Ontario, Canada that is listed on the Toronto Stock Exchange and holds gold mining assets in Russia, Canada and
West Africa, including an interest in two operating mines in Russia, an agreement to acquire ownership of a
development project in Russia, an ownership interest in an operating mine in Canada and an ownership interest in a
development project in Burkina Faso. Harmony disposed of its investment in High River on October 17, 2003, for
approximately $22.5 million in cash, and realized a pre tax gain of approximately $7.0 million.

On November 7, 2003, Harmony entered into an agreement to dispose of of its wholly-owned
subsidiary, Kalgold to The Afrikander Lease Limited ("Aflease") for a total consideration of $39.0 million. The
consideration comprised of a cash payment of $19.5 million and the issue by Aflease to Harmony of 25,700,935
ordinary shares in Aflease valued at $19.5 million.

Also on November 7, 2003 Abelle announced that it has entered into negotiations with Legend
Mining Limited, whereby Legend has offered to purchase the Gidgee gold project. Legend has made an offer to buy
Abelle's 100% legal and beneficial interest in the project for a consideration of A$ 6.5 million (subject to certain
adjustments) comprising approximately 600 square kilometers of mining and exploration tenements together with
project infrastructure including the CIP gold treatment plant, haul roads and access infrastructure, underground mine
and associated infrastructure as well as stockpiles, reserves and resources. The purchase price shall be subject to final
adjustment in respect of stores, gold in circuit and environmental bonds. The transaction is conditional on the
necessary governmental consents and approvals, including approval of the disposal of the assets by the shareholders of
Abelle and Legend within 60 days of acceptance of the offer.

On November 13, 2003, Harmony announced that it reached an agreement in principle with
Avmin whereby it would enter into a number of transactions with Avmin. The first transaction involves Harmony
acquiring Avmin's 286,305,263 ordinary shares in Avgold, or 42.2% of Avgold's outstanding share capital, in
exchange for 28,630,526 new Harmony ordinary shares to be issued to Avmin. Should the acquisition of Avmin's
interest in Avgold become unconditional, Harmony will be required to make a mandatory offer to the Avgold minority
shareholders on the same terms as which it acquired Avmin's interest in Avgold.
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Harmony will also dispose of its Kalplats platinum project and associated mineral rights to Avmin, in

exchange for 2 million new Avmin ordinary shares to be issued to Harmony. Should all of the above described

transactions be consummated as expected, Avgold will become a wholly-owned subsidiary of Harmony. Harmony and
Avmin will have cross shareholdings in each other whereby Harmony will own a 20.1% interest in Avmin, and Avmin

will own a 22.2% interest in Harmony.

On December 2, 2003 Harmony announced its intention to sell Bissett to San

Gold Resources Corporation (San Gold) for C$7.5 million. The terms of a letter of intent stated
that there is a 90-day option and due diligence period. During this period, 3 payments of
$50,000 will be made at intervals of 2, 30 and 60 days, with the first payment having been
completed. At the end of the three month period, San Gold can complete the transaction by
paying the Company C$3.5 million in cash and C$4 million either in cash or by an issue of San
Gold shares.

Strategy

Harmony is an independent growth oriented company in the gold production

business and is distinguished by the focused operational and management philosophies that it
employs throughout the organization. Harmony's growth strategy is focused on building a
leading international gold mining company through acquisitions, organic growth and focused
exploration. Harmony is currently expanding in South Africa and Australia, building on
Harmony's position as a leading cost-effective South African gold company in order to enhance
Harmony's position as one of the world's premier international gold producers. During fiscal
2003, Harmony also invested funds in mining opportunities in Russia and Papua New Guinea.
The international and South African gold mining industries have been in the

recent past and continue to be affected by structural and investment trends moving toward the
consolidation of relatively smaller operations into larger, more efficient gold producers with
lower, more competitive cost structures. This consolidation enables gold producers to be more
competitive in pursuing new business opportunities and creates the critical mass (measured by
market capitalization) necessary to attract the attention of international gold investment
institutions. Harmony's current strategy is predominantly influenced by these investment trends,
which have already resulted in significant restructuring and rationalization in the South African,
Australian and North American gold mining industries. Harmony believes these trends will
continue to lead to significant realignments in the international gold production business.
Harmony intends to continue to participate in the South African and international restructuring
activity to continue to achieve its growth objectives.

Since undergoing a change in management in 1995, Harmony has employed a

successful strategy of growth through a series of acquisitions and through the evolution and
implementation of a simple set of management systems and philosophies, which Harmony refers
to as the "Harmony Way," and which Harmony believes are unique in the South African gold
mining industry. A significant component of the success of Harmony's strategy to date has been
its ability to acquire under performing mining assets, mainly in South Africa, and in a relatively
short time frame to transform these mines into cost-effective production units. The execution of
Harmony's strategy between fiscal 1995 and fiscal 2003 has resulted in the growth of Harmony's
annual gold sales from approximately 650,000 ounces to approximately 2.4 million ounces.
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This includes Abelle's sales for two months which excludes Harmony's 50% interest in the Free Gold Company. From
June 30, 1995 to June 30, 2003, Harmony has reduced weighted average cash operating costs from approximately
$341 per ounce to approximately $252 per ounce. See "Item 5. Operating and Financial Review and
Prospects--Exchange Rates" and "Item 5. Operating and Financial Review and Prospects-- Results of
Operations--Years ended June 30, 2003 and 2002--Costs." Harmony has also expanded its proven and probable ore
reserve base and, as at June 30, 2003, Harmony's mining operations reported total proven and probable reserves of
approximately 50.0 million ounces, which includes Abelle and ounces attributable to Harmony's 50% interest in the
Free Gold Company.

Although Harmony's primary focus has been on pursuing growth through the

acquisition of producing mines, Harmony has also addressed growth through the recent

expansion of its exploration activities. Harmony currently maintains a range of focused

exploration programs mainly concentrating on areas not too distant from its operating mines.

Harmony has also embarked on several focused gold exploration initiatives in prospective

regions where it does not yet produce gold. In addition, in light of the increase in the market

price of gold in fiscal 2002 and 2003, it has become relatively more attractive for Harmony to

pursue organic growth in South Africa, including greenfield and brownfield developments.

Harmony is managed according to the philosophy that its shareholders have

invested in Harmony in order to own a growth stock which will also participate in movements in

the gold price. Accordingly, Harmony has consistently maintained a policy of generally not

hedging its future gold production. Harmony's policy is to eliminate any hedging positions

existing within the companies that it acquires as soon as opportunities can be created to do so in

sound, commercially advantageous transactions. There may, however, be instances where

certain hedge positions in acquired companies need to be kept in place for contractual or other

reasons.

The major components of Harmony's strategy include:

Continuing to implement Harmony's unique management structure and philosophy.

Harmony implements a simple set of management systems and philosophies,

which Harmony refers to as the "Harmony Way", and which it believes are unique to the South

African gold mining industry. This "Harmony Way" is underpinned by the following concepts:

e Empowered management teams. At each mining site Harmony has

established small, multi-disciplinary, focused management teams
responsible for planning and implementing the mining operations at the
site. Each of these teams is accountable for the results at its particular site
and reports directly to Harmony's executive committee.

e Active strategic management by the Board. Annual operational goals
and targets, including cost, volume and grade targets are established in
consultation with the Harmony's executive committee for each mining

site. Each management team develops an operational plan to implement
24

105



Edgar Filing: HARMONY GOLD MINING CO LTD - Form 20-F

106



Edgar Filing: HARMONY GOLD MINING CO LTD - Form 20-F

107



Edgar Filing: HARMONY GOLD MINING CO LTD - Form 20-F

the goals and targets for its mine site. Harmony's executive committee
reviews and measures the results at each mining site on a regular basis
throughout the year.

¢ Increased productivity. Gold mining in South Africa is very labor

intensive with labor accounting for approximately 50% of Harmony's
costs. To control these costs, Harmony structures its operations to achieve
maximum productivity with the goal of having 60% of Harmony's
workforce directly engaged in stoping, or underground excavation, and
development rock breaking activities. In addition, Harmony has
implemented productivity-based bonuses designed to maximize
productivity.

¢ A no-frills, low cost ethic. Harmony has an obsession about lowering its

cost base and to this end Harmony extensively benchmarks its costing
parameters both internally between operations within Harmony and
externally against other gold producers.

¢ Systems. Harmony has implemented sophisticated cost accounting

systems and strict ore accounting and ore reserve management systems to

measure and track costs and ore reserve depletion accurately, so as to

enable it to be proactive in its decision making.

Harmony has implemented the "Harmony Way" at its original mining operations

and at each mining property Harmony has acquired since 1995, and is currently implementing
the "Harmony Way" at the Australian operations acquired through the acquisitions of New
Hampton and Hill 50. By implementing this process, Harmony generally has been able to reduce
costs significantly while increasing production and extending mine life. Harmony and ARMgold
share similar management philosophies, which Harmony took into consideration in deciding on
the merger with ARMgold, which was completed in September, 2003. The Free Gold Company
has begun implementing measures to reduce costs while increasing production and extending
mine life, in a manner that Harmony believes is consistent with the "Harmony Way."

Growing through acquisitions in South Africa and internationally.

Harmony's acquisition strategy in South Africa has been, and will continue to be,

mainly to pursue mature, under performing gold mining operations in which it believes it can
successfully introduce the "Harmony Way" to increase productivity, reduce costs and extend
mine life. The advantage to acquiring mature, under performing operations is that they tend to
be cheaper to acquire and, particularly for underground operations, much of the required capital
expenditure has already been made. Harmony's corporate strategy with respect to acquisition
targets is as follows:

¢ to make acquisitions in addition to pursuing greenfield and brownfield
developments when it is economical to do so;

® to acquire mature assets with turnaround potential;
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® to acquire assets that fit Harmony's management model; and
® to acquire assets that enhance Harmony's overall resource base.

In South Africa, Harmony continues to explore a number of potential acquisitions.

The South African gold mining industry has undergone a significant restructuring since 1990
with the result that a number of gold mining companies owned principally by mining houses
have been sold to other gold operators. Harmony believes that this restructuring process has not
yet been completed and that there will continue to be opportunities for further acquisitions in
South Africa.

Outside of South Africa, Harmony intends to leverage the broad gold mining

experience it has gained through acquisitions and existing operations. Through Harmony's
existing operations, Harmony has gained extensive underground mining experience. Harmony
has also gained extensive experience in surface mining by open cast methods through its
acquisition of Kalgold and the open cast operations of Randfontein, New Hampton and Hill 50
and in mechanized mining of greenstone orebodies through Harmony's acquisitions of Bissett ,
New Hampton and Hill 50. These types of mining are more typical outside of South Africa.
Harmony believes that these skills should position it to be able to pursue a broad range of
acquisition opportunities. Harmony continues to explore new business opportunities both inside
and outside of South Africa. Harmony may in the future pursue additional suitable potential
acquisitions in South Africa or internationally.

Expanding Harmony's exploration and development activities to increase its reserve

base.

Traditionally, like most other major South African gold producers, Harmony has

not focused much of its efforts on greenfield exploration. With the acquisition of Kalgold,
Harmony acquired potentially valuable exploration rights and an active exploration capability in
South Africa. Harmony acquired further exploration rights and an active exploration program in
Australia through the acquisitions of New Hampton and Hill 50. Harmony intends to continue to
support and expand these activities as another important avenue for increasing the size of its
reserve base. Exploration projects involve material risks and uncertainties, however, and
Harmony cannot be sure these projects will be successful. See "Item 3. Key Information--Risk
Factors--To maintain gold production beyond the expected lives of Harmony's existing mines or
to increase production materially above projected levels, Harmony will need to access additional
reserves through development or discovery."

In addition, in light of the increase in the market price of gold in fiscal 2002 and

2003, it has become relatively more attractive for Harmony to pursue organic growth in South
Africa, including greenfield and brownfield developments. Harmony is engaging in, and
investigating possibilities for, organic growth through targeted development projects. Harmony
is pursuing substantial projects to deepen the Elandskraal operations and improve the Masimong
shaft system. See "Item 4. Information on the Company--Harmony's Mining Operations--
Elandskraal Operations," "Item 4. Information on the Company --Harmony's Mining
Operations--Randfontein Operations," "[tem 4. Information on the Company --Harmony's
Mining Operations--Free State Operations" and "Item 4. Information on the Company --
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Harmony's Mining Operations--Evander Operations." Harmony is also currently conducting
feasibility studies for shallow and medium-depth capital projects in the vicinity of Harmony's
existing Randfontein and Evander operations and has commenced an advanced feasibility study
to evaluate the Kalplats platinum group metals project described in "Item 4. Information on the
Company--Business--Exploration." In evaluating and pursuing these projects, Harmony's goal
is to achieve organic growth in South Africa. Capital development projects of this type involve
material risks and uncertainties, however, and Harmony cannot be sure its development efforts
will be successful. See "Item 3. Key Information--Risk Factors--To maintain gold production
beyond the expected lives of Harmony's existing mines or to increase production materially
above projected levels, Harmony will need to access additional reserves through development or
discovery."

Hedge Policy

As a general rule Harmony sells its gold production at market prices. Harmony

generally does not enter into forward sales, derivatives or other hedging arrangements to
establish a price in advance for the sale of its future gold production. As a result of this policy,
Board approval is required when hedging arrangements are to be entered into to secure loan
facilities. Any change to this policy requires ratification by the Board. Currently, Harmony's
hedge book is managed by a risk and treasury management services company, which is a joint
venture between a major South African bank and a black economic empowerment company.
Harmony does not trade in derivatives for its own account. In the past three

years, there have been two instances in which Harmony has made use of gold price hedges:
Harmony's forward sale of a portion of the production at Bissett at a set gold price and, more
recently, put options relating to 1 million ounces of Harmony's production at Elandskraal. Both
of these hedges were entered into in order to secure loan facilities and have since been closed
out. See "Item 11. Quantitative and Qualitative Disclosure About Market Risk."

A significant proportion of the production at Randfontein was already hedged

when acquired by Harmony. On April 12, 2002, Harmony announced that it had completed the
process of closing out all of the Randfontein hedge positions, including closing forward sale
contracts and call options covering a total of 490,000 ounces and forward purchases covering a
total of 200,000 ounces. See "Item 11. Quantitative and Qualitative Disclosure About Market Risk."
In addition, a substantial proportion of the production of both New Hampton and

Hill 50 was already hedged when acquired by Harmony. These hedge agreements were
accounted for as speculative contracts. In fiscal 2002, in line with Harmony's strategy of being
generally unhedged, Harmony reduced New Hampton's hedge book by over 900,000 ounces. In
fiscal 2002, Harmony combined and restructured the overall hedge portfolio of Harmony's
Australian operations (including New Hampton and Hill 50) to normal purchase and sale
agreements, under which Harmony had to deliver a specified quantity of gold at a future date
subject to agreed-upon prices. During fiscal 2003, a significant portion of the inherited hedge
books of both New Hampton and Hill 50 were closed out at a cost of Rand 69 million (U.S.
dollar 8 million). Due to the close out of this significant portion of the hedge portfolio, the
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remaining hedge agreements were classified as speculative contracts for accounting purposes
and the marked-to-market movements in these contracts are reflected in the income statement.
As of September 30, 2003, the resulting hedge portfolio covered 860,000 ounces over a
seven-year period at an average strike price of A$517 per ounce ($351 at an exchange rate of
A$0.68 per $1.00). Harmony has reduced the remaining hedge positions of the Australian
operations gradually by delivering gold pursuant to the relevant agreements as well as through
the close out of these hedge agreements. See "Item 11. Quantitative and Qualitative Disclosure About Market Risk."
In December 2001, in response to significant depreciation in the Rand and to

protect itself against possible appreciation of the Rand against the U.S. dollar, Harmony entered
into Rand-U.S. dollar currency forward exchange contracts intended to cover estimated reven