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WESTERN AREAS LIMITED - DISTRIBUTION OF ANNUAL FINANCIAL STATEMENTS

WESTERN AREAS LIMITED

(Incorporated in the Republic of South Africa}
{Registration Number 1959/003208/06)

Share code: WAR ISIN: ZAE000016549

{"WAL" or "the Group ")

ST
DISTRIBUTION OF ANNUAL FINANCIAL STATEMENTS AND PUBLICATION OF 3
ABRIDGED REPORT s

—

Further to the publication on SENS on 17 February 2006 of

WAL's

unaudited 4™ quarterly results ended 31 December 2005 (“"the published

results"), WAL advises that its 2005 annual report, which incorporates

its annual financial statements and notice of annual general meeting

will be posted to shareholders on 18 April 2006, and is also available

on the Western Areas Ltd website: www.westernareas.co.za.

AUDITED RESULTS FOR THE YEAR ENDED 31 DECEMBER 2005
ABRIDGED CONSOLIDATED INCOME STATEMENT

Years ended

31.12.05
SA Rand million Audited
Gold revenue 420.6
Gold sales at spot 660.9
Realisation of matured (240.3)
options
Costs and other expenses (668.2)
Production costs -~ cash (549.9)
Production costs - non cash (118.3)
Operating loss from gold (247.6)
operations
Administration and other (15.4)
expenditure
Finance costs (29.0)
Operating loss (292.0)
Present value adjustment for (55.6)
option premium payable
Fair value adjustment (128.9)
Exchange (losses)/gains (107.7)
Impairments (84.9)
Share of loss in associated (5.3)
company

(Loss) /Profit before taxation (674.4)

31.12.
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Taxation

(Loss)/ Profit for the year
{(Loss)/ Earnings per ordinary
share (cents)

-Basic

—-Headline

-Diluted basic

-Diluted headline

Number of shares in issue
(million)

Weighted average number of
ordinary shares (million)
Determination of headline
(loss) /earnings:

Net (loss)/profit for the
period

Profit on disposal of fixed
assets

Unclaimed dividends written
back

Net (loss)/profit on disposal
of investments

Profit on disposal of treasury
shares

Fair value adjustment of other
investments

Impairment of assets

Headline (loss)/ earnings

ABRIDGED CONSOLIDATED BALANCE SHEET

SA Rand million

Assets
Property, Plant and Equipment
Derivative asset
Other investments
Deferred taxation
Cash and cash equivalents
Other assets

Total assets

Equity and liabilities
Shareholders’ equity
Option premium payable
Derivative liability
JCI Limited loan
Other liabilities

267.0
(407.4)

—~ o~ -

339.2)
273.
339.
273.

)
2)
9)

154.0

120.1

{(407.

(6.

1)

.0)

Year
31.12.05

Audited

3 299.
93s6.
20.
847.
207.
67.

5 438.

1 509.
939.
2 843.
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702.
38.
453.
13.
54.
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1 486.
805.

2 0ls.
85.
137.
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Total equity and liabilities

STATEMENT OF CHANGES IN SHAREHOLDERS’

SA Rand
million
Balance as
at 31
December
2004

IFRS
adjustment
Restated
opening
balance
Number of
ordinary
shares
issued
Share issue
costs

Tax effect
due to rate
change

Fair value
adjustment
Recycling
of fair
value on
maturing of
derivatives
Attribu-
table loss
for the
period
Unautho-
rised
disposal of
shares
Balance as
at 31
December
2005

ABRIDGED

Share
cap-
ital

118.5

118.5

35.5

154.0

Share
premium
2 245.5

2 245.5

603.6

(6.9)

2 842.2

Trea-

sury
shares

(3.1)

(3.1)

CASH FLOW STATEMENT

5 438.8 4 641.5
EQUITY
Cash flow

hedge Retained
reserve earnings Total
(1 367.9) 518.0 1 511.0
- (24.8) (24.8)
(1 367.9) 493.2 1 486.2
- - 635.1
- - (6.9)
{25.3) - {25.3)
(305.0) - (309.0)
129.5 - 129.5
- (407.4) (407.4)
- - 3.1
{1 572.7) 85.8 1 508.3

Year ended




31.12.05 31.12.04
Restated

SA Rand million Audited Audited
Cash flow (utilised in)/from operating (112.5) (147.0)
activities
Cash flow utilised in investing (102.0) (261.5)
activities
Cash flow from finance activities 410.2 399.8
Net increase/ (decrease) in cash and 194.7 (8.7)
cash equivalents
Cash and cash equivalents
- at beginning of period 13.2 21.9
At end of period 207.9 13.2
BASIS OF ACCOUNTING
The accounting policies wused to ©prepare the annual financial

statements are in accordance with International Financial Reporting

Standards (IFRS). These results form part of the Group’s first IFRS

annual financial statements and IFRS 1 -

First-time Adoption of

International Financial Reporting Standards have been applied.

ADJUSTMENTS TO PUBLISHED RESULTS FOR THE YEAR ENDED 31 DECEMBER 2005

The Group has made certain adjustments to the published results, which
were published on 17 February 2006. These adjustments resulted in a
headline loss per share of 273.9 cents compared to the 282.3 cents as
per the published results. The net loss for the year decreased by R7.9
million to R407.4 million. Shareholders eguity per the annual
financial statements is Rl 509.3 million compared to the Rl 529.0
million per the published results. The following significant

adjustments were made to the published results:

¢ The finding of irregularities in the Western Areas Share
Incentive Trust (“the Trust”) resulted in the forensics
department of KPMG Services (Pty)} Ltd being engaged to
investigate the Trust. The investigation indicates that Mr Brett
Kebble, or entities related to him, benefited from alleged
unauthorised share transactions in the Trust. Currently the
Trust holds 640 WAL shares compared to the 500 640 it should
hold, indicating that Mr Brett Kebble directly or indirectly
removed the shares without compensation to the Trust. Mr Brett
Kebble was the only participant of the Trust until his untimely
death in September 2005. The Trust will lodge a claim against

the estate of Mr Brett Kebble for R7.4 million in accordance



with the Western Areas Share Incentive Scheme. However, the R7.4

million receivable has been impaired in the Group results.

e The decrease in the deferred taxation balance is as result of a
R9.7 million credit in the income statement and a R28.6 million
debit to the Cash flow hedge reserve.

The adjustments made had no impact on the production and unit results

as per the published results.

The independent auditors’ report by KPMG Inc. reflects an unqualified
audit opinion with an emphasis of matter drawing attention to the
going concern paragraph in the directors’ report. The directors’ state
in their report that it is anticipated that the cash resources of WAL
will be exhausted during the last quarter of 2006 and that they are
reviewing the various options available to WAL to ensure adeguate cash
flows for the next 12 months. The options include, but are not limited
to:
e Issue 10% of the current issued share capital for cash. At
current market prices this will raise approximately R675 million
e Arranging a standby facility
e Rescheduling the derivative commitments such that less gold is
hedged over the near term, but with a corresponding increase at
a later period. The result will be that WAL will have no
derivative obligations in the short term, allowing the build-up
of production at South Deep Gold Mine to be funded predominantly
from operational cash flows assuming a higher gold price.
The directors believe that 1if any of the above options are
successfully concluded the Company will be able to meet its
cbligations as they fall due and that the Company will be a going
concern in the vyear ahead. The audit report 1is available for
inspection at WAL's registered office, 28 Harrison Street,

Johannesburg, 2001.

NOTICE OF ANNUAL GENERAL MEETING

Shareholders are advised that the WAL annual general meeting will be
held in the Auditorium, Ground Floor, 28 Harrison Street,
Johannesburg, South Africa on Wednesday, 10 May 2006 at 10:00, to

transact the business set out in the notice of annual general meeting.

Johannesburg

18 April 2006
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WESTERN AREAS LIMITED

(Registration Number: 1959/003209/06)
Share code: WAR ISIN No: ZAE000016548
ADR Ticker symbol: WARUY

CUSIP No: 957654304

(“Western Areas”)

RESIGNATION OF DIRECTOR

In compliance with rule 3.59 of JSE Limited Listings Réquirements,
the following information is disclosed:

Mr JC Lamprecht has resigned as a Director of Western Areas with
effect from 10 March 2006.

Johannesburg
13 March 2006

Sponsor
Sasfin Capital
(A division of Sasfin Bank Limited)




WESTERN AREAS LIMITED
Incorporated in the Republic of South Africa
Registration number 1959/003209/06

Annual Report for the year ended 31 December 2005
("Western Areas” or “the Company”)

NATURE OF THE BUSINESS

Western Areas is involved in the South African gold mining industry through its principal asset, a 50% interest in the

South Deep Gold Mine ("South Deep”), in joint venture with Placer Dome South Africa (Pty) Limited (“Placer Dome™)
a subsidiary of Barrick Gold Corporation.

SCOPE OF REPORT

The Company does not exercise sole management control over the Placer Dome Western Areas Joint Venture ("PDWA JV”),
but through its representatives on the PDWA JV Board, jointly manages South Deep in respect of all issues, including
performance, delivery and good corporate governance, which are the subject of this Annual Report

T —————

In keeping with international trends, the Company has consolidated its reportmg on occupatronal health and safety HIV/AIDS
human resource development, environmental performance, commumty engagement and corporate social responsrbr ity in the

Sustainable Development section of the report on South Deep (page 51) Western Areas considers. transformatron of the mmmg
industry and black economic empowerment crucial to the sustamable development of the South African economy. Accordmgty,
the Mining Charter scorecard is also dealt with in the Corporate Governance section. e /
E - - e \‘\\\\ e
To make the information more accessible, this report wrll compnse four sectrons namely \\ ™~ N
¢ Western Areas Corporate Information. ’/ // v // \\\ N
® South Deep Gold Mine. — / ) e \\
* Western Areas Mineral Resources and Reserves TN / ’
e Western Areas Annual Financial Statements

KEY ACHIEVEMENTS OF 2005
SOUTH DEEP

2 078 752 tonnes of ore was milled at South Deep at an average yield of 6.90g/t.

A total of 461 119 ounces of gold was produced during 2005, the highest since the inception of the PDWA JV.

Sauth Deep produced a record 4 093kg of gold for the third'quarter of 2005 at a cash cost below R70 000/kg
South Deep generated a free cash flow, of R132 million as from May 2005

WESTERN AREAS

The average gold price achieved net of hedgmg of R69 371/kg was: 11%\h1gher than for 2004,

y
A strong Rand resulted in a disappointing average gold price for the year of R91 944 /kg.
Rand unit cash costs of R75 365/kg were 3% lower than for 2004.
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* A rights offer was successfully concluded in\ December 2005, whrch was oversubscnbed by 87 8% A totaL of
35.5 million new ordinary shares were issued agamst recerpt of R639, mrlhon
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WESTERN AREAS
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FORECAST VS ACTUAL 2005

PRODUCTION AND EXPENDITURE 2005

Imperial ' ~ Metric
Forecast  Actual Units Parameters Units Actual Forecast
2005 2005 2005 2005
1195 1174 tons Ore milled {000s) tonnes 1 058 1086
0.196 0.200  oz/ton Yield g/tonne 6.90 6.70
233 762 231 094 oz Gold sold kg 7 188 7 281
355 367 $/0z Cash costs R/kg 75 365 68 500
420 448 $/0z Total production costs R/kg 91822 81000
36 18 $m Capital expenditure Rm 113 215

Notes:
i} R/$ conversion rate - Forecast 2005: R7.00/$; Actual 2005: R6.35/%
il Production volumes are inclusive of the first charge quantity payable by Placer Dome.

LOOKING AHEAD

South Deep is forecast to produce 553 700 ounces in 2006 at a cash cost of R68 570/kg.

* South Deep expects to generate a positive free cash flow (at current gold prices) from the second quarter of 2006.

* South Deep will work to continue reducing cash operating costs.

* Western Areas will raise additional funds in support of the production build-up at South Deep and to meet current
derivative obligations.

® Restructuring of the derivative structure will be considered.

ONE-YEAR FORECAST 2006

SAFETY, PRODUCTION AND EXPENDITURE FORECAST 2006

Imperial - ] ‘ Metric
Forecast Units Parameters Units Forecast
0.7  Per 200 000 hrs Lost Time Injury Rate Per 200 000 hrs 0.7
1299 tans Ore milled (0Q0s) tonnes 1178
0.217 oz/ton Yield g/tonne 7.44
281 660 0z Gold sold kg 8 761
322 $/0z Cash costs R/kg 67 393
403 $/0z Total production costs R/kg 84 299
32 $m Capital expenditure Rm 207

Notes:
i) R/$ conversion rate of R6.50/%
ii) Production volumes are inclusive of the first charge quantity payable by Placer Dome.




SUMMARY OF RESULTS
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Units 2005 2004 2003 2002 2001
Production
Tonnes milled ooot 1 058 1119 995 903 689
Yield g/t 6.90 6.06 7.01 6.79 7.85
Gold produced kg 7 296 6781 6974 6 141 5 411
0z 234 584 218 025 224227 197 419 173 983
Gold sold kg 7 188 6 799 7 005 6 075 5395
0z 231094 218582 225218 195297 173452
Cash costs R/kg 75 365 77 873 69 861 66 070 53 996
$/0z 367 373 287 196 194
Average gold price achieved (includes hedging)® R/kg 69 371 62289 76647 98189 79335
$/0z 338 298 315 291 286
Rand operating results
Revenue from gold (excluding hedging) Rm 660.9 573.6 619.9 629.7 414.2
Revenue from gold (including hedging) Rm 420.6 381.4 582.4 596.5 428.0
(Loss)/Profit after taxation Rm (407.4) 7.9 460.7  (280.5) 33.0
Cash (utilised by)/from operating activities Rm (112,5) (147.0) 43.1  (422.8) 85.3
Capital expenditure Rm 113.4 277.9 417.4 430.7 391.4
Headline (loss)/earnings per ordinary share cents (273.9) 5.7 3323 (289.0) 13.3
Financial position ~ Rand
Cash and cash equivalents Rm 207.9 13.2 21.9 76.4 1104.1
Total assets Rm 5438.8 46415 4579.5 44913 59922
Working capital Rm (177.6) (394.4) (292.2) 1543 1554.2
Long-term liabilities Rm 3362.4 2621.7 29876 25919 3329.7
Shareholders’ equity Rm 1509,3 1486.2 11356 17742 25745
Liability to equity ratio (excluding derivative) % 53 54 87 78 62
Dollar operating results
Revenue from gold (excluding hedging) $m 104.1 88.4 81.9 72.5 47.9
Revenue from gold (including hedging) $m 66.3 58.8 76.9 56.9 49.5
(Loss)/Profit after taxation $m (64.2) 1.2 60.9 (26.8) 3.8
Cash (utilised by)/from operating activities $m (17.7) (22.6) 5.7 (40.3) 9.9
Capital expenditure tm 17.9 42.8 55.1 41.1 45.3
Headline (loss)/earnings per ordinary share US cents (43.2) 0.9 43.9 (27.6) 1.5
Financial position - Dollar
Cash and cash equivalents $m 329 2.3 3.3 8.8 92.2
Total assets $m 859.4 820.0 692.2 516.8 500.6
Working capital $m (28.1)  (69.7)  (44.1) 17.8 129.8
Long-term liabilities $m 531.3 463.1 451.7 298.2 278.2
Shareholders’ equity $m 238.5 262.6 171.7 204.1 215.1
Liability to equity ratio (excluding derivative) % 53 54 87 78 62
Exchange rates used in translation
Assets, liability and equity (Spot at 31 December) R/$ 6.328 5.660 6.615 8.691  11.970
Income, expenses and cash flows (average) R/$ 6.347 6.490 7.573  10.480 8.642

1The gold price achieved excluding hedging adjustments was R91 944/kg and $448/0z for the year ended 31 December 2005

(2004: R82 997/kg and $410/0z).

Note: Production and financial information relates to Western Areas’ proportional share of South Deep. Production
information (gold produced, gold sold and cash costs) reflects Western Areas’ current 50.875% entitlement of gold revenue
in terms of the Joint Venture Agreement with Placer Dome.
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MINING INFRASTRUCTURE

The South Deep Twin Shaft Complex, under development since 1995 at a cost of more than R4 billion, and commissioned
in November 2004, consists of a single drop Ventilation Shaft to a depth of 2 760 metres, and a single drop Main Shaft
to 2 993 metres.

The Twin Shaft Complex provides direct access for personnel and materials to levels previously serviced through sub-
vertical shafts, thereby avoiding costly double handling arrangements.

The skip capacity is 28 tonnes. The main winder is capable of hoisting 200 persons to and from the lowest levels of
the Main Shaft every 10 minutes.

MINERAL RESOURCES AND RESERVES

Western Areas’ attributable interest in the Proved and Probable Mineral Reserve categories at South Deep amounts to
14.9 million ounces of gold as at 31 December 2005. Inclusive of the latter, the Company’s attributable Mineral
Resources are estimated at some 34.1 million ounces.

The reduction in Mineral Resources and Reserves, in comparison with previous annual statements, is largely attributable
to the revision of the geological model, in that it incorporates additional underground drilling and more geological
controls, as well as the fact that the regional pillars were redesigned and enlarged to reduce seismic risk and improve
pillar stability.

The largest reduction in the Mineral Reserves applies to that part of the mining authorisation which falls below the
existing infrastructure (Phase 2).

The changes to the Mineral Reserves are not anticipated to have an impact on the mine plan as it relates to the next
20 years.

MECHANISATION

More than 60% of the current production at South Deep is derived from fully mechanised trackless drift and fill, and
benching methods.

Long hole stoping has been introduced, particularly in the eastern sector of the mine, which will accelerate the
production build-up. Although this will result in increased tonnages, lower average grades will result due to the
application of a lower cut-off grade for this mining method.

The future extent of mechanised mining is planned to increase, inclusive of mechanised destress mining.

REVENUE STREAM

Western Areas is the beneficiary of 50.875% of the gold production for the Life of the Mine, plus an additional 1.75%
of Placer Dome’s attributable gold production should annual production exceed one million ounces.

MINING CHARTER

Western Areas is prioritising its compliance with the Mining Charter, a transformation requirement for the
South African mining industry.

Through its subsidiary, Western Areas Prospecting (Pty) Limited (“WAPL"), the Company entered into a partnership
with Peotona Gold (Pty) Limited (“Peotona Gold”) subsequent to the year end. In terms of the partnership, Peotona
Gold acquired a 26% shareholding in WAPL, whose assets will comprise those prospecting rights that are contiguous
with South Deep, once granted.



PROSPECTING WORK PROGRAMMES
In accordance with the Mineral and Petroleum Resources Development Act No 28 of 2002, the Company lodged a

number of applications for the conversion of prior unused old order mineral rights, as well as two new applications,
in an endeavour to consolidate prospecting rights adjacent to South Deep (“Contiguous Rights”).

Following the completion of the September 2005 Resource Model at South Deep, and subsequent Mineral Resource and
Reserve estimates for 2005, the protocols recommended by an Independent Review Panel have been extended to

estimate the Mineral Resources associated with the Contiguous Rights.
¢ On the finalisation and granting of the new form prospecting rights, the prospecting work programmes that formed

part of the submissions will commence.

SAFETY RECORD
The lost time injury frequency rate per 200 000 man hours worked declined from 0.66 in 2004 to 0.56 in 2005, which

represents the best rate ever achieved at South Deep, and compares very favourably with Canadian and Australian

Mining Industry rates of 0.62 and 0.81 respectively.
¢ A total casualty rate per million hours worked of 1.10 was the lowest achieved in the Gauteng Regian, as was the

mine fatality rate per million man hours worked of 0.06.
® The mine also achieved the following:
- On 10 August 2005, 1 000 000 fatality free shifts for the total mine.
- On 8 January 2006, 1 000 000 underground fatality free shifts.
-~ 0n 10 January 2006, 365 days without a fatality.

SHARE STATISTICS

Units 2005 2004 2003 2002 |
Shares in issue 000s 154 053 118 548 105 376 105 376
Price high cents 4 235 4 500 4 950 4 780
Price low cents 1780 2 200 2 700 2 360
Closing year end price cents 4 235 2 500 4 150 4 400
Market capitalisation Rbn 6.52 2.96 4.37 4,64
Volume traded million 40.54 14.21 15.38 132.77
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KEY COMPONENTS OF THE JOINT VENTURE AGREEMENT (“IJVA”) BETWEEN PLACER DOME SOUTH AFRICA (PTY) LIMITED
AND WESTERN AREAS LIMITED (“PDWA JV”), SIGNED 31 MARCH 1999

The POWA JV is administered and governed by the PDWA JV Board. Western Areas and Placer Dome are each entitled to
appoint three directors to the PDWA JV Board. The Placer Dome entitlement to appoint the chairman is dependent on
Placer Dome maintaining an interest in excess of 40% in the PDWA JV.

The chairman has the casting vote, except for a wide range of defined issues where Board decisions could have a material
impact on the business, in which event the decision must be unanimous. The JVA also makes special provision for related
party transactions, all of which require unanimous Board approval. Where the Board cannot reach agreement, the issue
is referred to the chief executive officers of Western Areas and Placer Dome for resolution, failing which the matter must
be referred to an arbitrator.

The PDWA JV Board appoints on merit a chief executive officer (“CEQ”) (or executive general manager) for the mining

operation, who is responsible for the overall operation of the business, and management thereof in accordance with the

JVA and policies adopted by the PDWA JV Board. Specific tasks of the CEQ include:

® Qverseeing the implementation of approved capital development programmes.

¢ Recommending the appointment of senior staff for approval by the Board.

e Submission from time to time of capital programmes including funding obligations, schedules of expenditure,
programme of work and criteria for completion.

¢ Submission of an annual budget.

The JVA incorporates a reciprocal right of first refusal, and provision is made for pre-emptive rights in the case of change
of control of either of the joint venture partners.

Western Areas is the beneficiary of 50.875% of the gold production for the Life of the Mine of South Deep, plus an
additional 1.75% of Placer Dome’s attributable gold production should annual production exceed one million ounces.
Expenses and capital requirements are funded on a 50:50 basis. The JVA prescribes certain penalties, including a
permanent reduction in a Party’s percentage participation through specified dilution formulae, in the event of a failure to
meet its share of approved expenditures.
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The year 2005 was a momentous one for Western Areas. February saw the official opening of the South Deep Twin Shaft
Complex, which was commissioned in November 2004 after development costs of over R4 billion.

As incoming executive chairperson of Western Areas, the challenges are numerous and exacting. They relate not only to
governance, but also to the obligations Western Areas has with regard the derivative structure, obtaining the mineral
rights contiguous to South Deep, black economic empowerment and numerous legal matters. We have begun to build
sound relations with our joint venture partner, and are paying close attention to operations at South Deep to ensure that
the full potential of this exciting world-class asset is realised.

This overview will cover the challenges we face to get Western Areas operating effectively, efficiently, and in the best
interests of all its stakeholders. Further details, where appropriate, will be provided in the relevant sections of the report.

PUTTING PEOPLE FIRST

Safety is key to a successful mine operation, and South Deep has paid particular attention to this matter. Without
being complacent in any way, we recognise our improved safety record that includes one million fatality-free shifts and
a total casualty rate per million man hours worked of 1.10 - the lowest achieved in the Gauteng region. It is also this
safety consideration that informed the revised pillar layout used in the estimation of the Mineral Reserves, as the design
adopted, and approved by the Independent Review Panel, reduces seismic risk and improves regional pillar stability.

RELATIONSKHIP WITKH JOINT VENTURE PARTNER

The 2004 Annual Report draws attention to a review being conducted by Western Areas to establish whether there were
grounds for instituting action against Placer Dome. The Board, in considering the merits of the case, the legal costs
incurred thus far, and the obstructive stance that the Company had previously adopted against its joint venture partner,
decided not to pursue the matter further and has advised Placer Dome accordingly.

Following their successful acquisition of Placer Dome Inc in January 2005, the opportunity has emerged for the new
management of Western Areas to engage with Barrick Gold Corporation (“Barrick”) in a spirit of partnership. We see
Western Areas playing an active, engaging and supportive role alongside Barrick, working closely together to build
relationships and enhance sound working principtes at South Deep. This will significantly improve the interaction between
the joint venture partners, and have a positive effect on mine management and productivity.

Ongoing discussions with Barrick will centre on how they see their future in South Deep, completing the current feasibility
study and developing a Life of Mine (“LoM”) plan, acquiring the skill and resources required to make such a plan effective,
and introducing broad-based black economic empowerment.

SOUTH DEEP MANAGEMENT
South Deep chief executive officer, John Bredenhann, ably brought the Twin Shaft Complex on stream under difficult

conditions. Production has improved significantly.



Following John’s decision to leave after the financial year end, Gordon Thompson was successfully recruited, who will take
up the position of executive general manager at South Deep on 3 April 2006.

New challenges include building on the achievements to date, managing transformation in the context of a labour-
intensive operation, exploiting the benefits associated with deep-level mechanised mining, and controlling South Deep
costs while achieving the planned production build-up.

The partrners will continue to offer support to a highly skilled management team in a coordinated and responsible manner
to ensure that safety, production and transformation at South Deep meets budgets, plans and expectations. There will also
be a greater focus on developing individual capacities and careers at South Deep, as well as drawing on opportunities
presented by our joint venture partner. Particular attention will be paid to transformation and the opportunities for
advancement and training of women and black people in all spheres of the mine’s endeavours.

MINERAL RESCURCES AND RESERVES

Given the importance of gaining a better knowledge of the ore body, the joint venture partners commissioned an
Independent Review Panel (“IRP”) to review the Mineral Resources and Reserves at South Deep. The IRP reviewed the
data integrity, geological interpretation, resource and reserve estimation procedures, mine design and LoM planning for
South Deep. This review, in association with the relevant Competent Person at South Deep, has resulted in the reduction
of Mineral Reserves from 55.6 million ounces to 29.3 million ounces.

SCUTH DEEP PRODUCTION

The focus of South Deep management, and the joint venture partners, is to ensure that production is optimised through
the utilisation of the Twin Shaft Complex and associated infrastructure. While the third guarter of 2005 saw the best
operating results since the inception of the joint venture the fourth quarter, though not as productive, nonetheless
outperformed the comparable quarter in 2004.

South Deep is presently conducting a detailed feasibility study aimed at defining the capital expenditure required
to achieve optimum production levels at the mine. This study, together with the IRP report, will underpin a new

LoM plan that will guide the decisions to be taken by the joint venture partners as regards future development and
operating levels.

Western Areas recognises that increased and consistent gold production will be the most effective manner in which to
address the derivative commitments.
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THE DERLVATIVE STRUCTURE

The gold price was in the vicinity of $270/0z when the Western Areas derivative structure was put in place. As this
financial position has not been adjusted since, much of the benefit of the subsequent rise in the gold price has been
lost to the Company.

The Board is considering a number of alternatives to address this situation. The appropriate action will depend on the
perceived future spot gold price and the ability to raise additional capital, which could be partially applied to rearrange
the derivative position.

GOLD AND CURRENCY MARKET
The Rand had a further strong year, starting 2005 at R5.66/$, weakening to a low of R6.87/$ on 14 June 2005, and closing
the year at R6.33/3. The average exchange rate of the Rand for the year was R6.35/$.

Rand/Dollar (close)

Rand

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
05 05 05 05 05 05 05 05 05 05 05 05

The Dollar spot gold price started 2005 at $439/0z, remaining relatively constant (with minor fluctuations) through
to late July, whereafter it rose sharply to reach a spike of $528/0z on 12 December, closing the year at $515/0z.
The average Dollar gold price for the year of $445/0z compares with $271/0z in 2001, $310/0z in 2002, $363/0z in 2003
and $410/0z in 2004.
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Since 2001, the Dollar gold price has risen by 64%, while the average Rand gold price has declined from R112 000/kg to
R90 869/kg, due largely to the strength of the Rand, the latter having strengthened from R10/$ to the current R6.35/%
over the period. However, by comparison with 2004, the average Rand gold price for 2005 rose by 7%.

Spot gold price (close)
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== Gold price $/0z B Gold price R/kg

The average spot gold price achieved by the Company increased from $410/0z in 2004 to $448/0z in 2005, excluding
the derivative structure. The benefit of the improved gold price was, however, partially negated by the strengthening of
the Rand, which averaged R6.5009/% in 2004 and R6.3837/$ in 2005, resulting in Rand gold prices of R82 997/kg and
R91 944/kg respectively. The improved Dollar gold price was further offset by the sold call options in the derivative
structure. Nevertheless the average gold price achieved was $338/0z relative to $298/0z in 2004.

BLACK ECONOMIC EMPOWERMENT (“BEE")

The commentary on broad-based black economic empowerment on page 9 of the 2004 Annual Report to the effect
that “Given that BEE effective equity participation in Western Areas exceeds 15%...” potentially gives rise to the
misunderstanding that this was a Western Areas initiative. However, it must be emphasised that the envisaged transaction
involving the Inkwenkwezi Consortium was supported by Randgold & Exploration Company Limited (“Randgold”) and hence
all engagement and financial arrangements were with Randgold, albeit that empowerment was through the acquisition of
Western Areas shares. The proposed purchase of the 11.6% shareholding in Western Areas held by Anglo American Plc’s
wholly-owned subsidiary, Anglo South Africa Capital (Pty) Limited (“Anglo”), did not materialise. Thus there was, in fact,

no empowerment of Western Areas in place.
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The new Board of Western Areas has had the opportunity to review what it considers to be its ideal outcome in the context

of broad based black economic empowerment, the principles of which are summarised as follows:

» BEE provides a unique opportunity for real engagement with the communities that surround and service South Deep,
as well as the potential development of the contiguous mineral rights.

¢ The extent to which Western Areas’ freehold land in close proximity to South Deep can be used for emerging
agricultural use should be examined.

¢ (Corporate Social Investment (“CSI”) and procurement spend of Western Areas should, to the maximum possible extent,
be focused on creating opportunities for Small and Medium Enterprises and entrepreneurial development. Western
Areas will engage with its joint venture partner and mine management to explore these opportunities.

o A BEE partnership trust should be established for the direct benefit of the communities that interact, or are associated
with the mine, as identified in the draft South Deep Social and Labour Plan.

Guided by these principles, Western Areas has entered into a partnership with Peotona Gold (Pty) Limited (“Peotona
Gold”) as its BEE partner to apply for the granting of new form prospecting rights contiguous with South Deep.
A key driver in the empowerment agreement is the condition that two-thirds of the benefits that will flow from the
partnership will be for the benefit of local communities. Once the prospecting rights are granted by the Department
of Minerals and Energy {“DME"), the successful implementation of the planned programmes will facilitate constructive

engagement with South Deep and the local communities.

The above transaction only pertains to the contiguous mineral rights. The PDWA JV has the obligation to be 15% empowered
by 2009, rising to 26% by 2014. This matter is the subject of ongoing discussions between the partners.

CONTIGUQUS MINERAL RIGHTS
Western Areas applied for the conversion of its unused old order mineral rights to new form prospecting rights, in keeping
with the Mineral and Petroleum Resources Development Act No 28 of 2002 (“the MPRD Act”).

All of the Western Areas applications submitted to the DME in the Gauteng Region have been approved, subject to certain
conditions precedent. However, as applications lodged by JCI Gold Limited (“JCIG”) and Goldridge Gold Mining Company
(Pty) Limited (“Goldridge”) (in which Western Areas has a 36% shareholding) for certain unused old order mineral rights
adjacent to South Deep were rejected by the DME, Western Areas submitted new applications for the latter properties in
December 2005.

RESULTS OF THE RIGHTS OFFER

A rights offer of 35.5 million shares, which closed on 15 December 2005, raised R639 million and was 87,8% oversubscribed.
In addition to retiring the JCI Limited bridging loan of R407 million, the proceeds of the offer will provide part funding
for future capital expenditure at South Deep and derivative obligations.

RESULTS FOR 2005

There are a number of encouraging improvements in the year's results that are worth noting:

* As a consequence of the improved production, and the increase in the average gold spot price of R91 944/kg in 2005
(from the average gold spot price of R82 997/kg in 2004), Western Areas achieved a revenue of R660.9 million,
excluding any hedging - the highest annual revenue generated to date.
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¢ The mine generated R111 million cash at an operational level, which is an improvement of 144% from 2004.

* South Deep was only R2 million cash negative after capital expenditure, in comparison to R233 million in 2004.

The cost of the derivative structure to the Campany was R22 573/kg of gold for 2005 (2004: R20 708/kg), as the average
gold price achieved was R69 371/kg (2004: R62 289/kg).

The revaluation losses from the derivative structure relating to the depreciation of the Rand relative to the Dollar of

R0.6675/% for 2005, compared to the gains in 2004 of R0.9600/$, resulted in a net loss of R407.4 million, compared with
the restated profit of R7.9 million for 2004.

LEGAL MATTERS

There are a number of legal matters pending. These include:

Restructuring of the JCI Group in 1999/2000
With reference the prosecution of Western Areas, Brett Kebble, Roger Kebble and Hennie Buitendag by the State in the

matter of transactions implemented in respect of the restructuring of the JCI Group in 1999/2000, the Director of Public
Prosecutions recently advised that it will not proceed with the prosecution against the Company.

The Western Areas Share Incentive Trust

The Western Areas Share Incentive Scheme (“the Scheme”) was approved by shareholders and implemented on
6 January 1999 by way of the establishment of the Western Areas Share Incentive Trust (“the Trust”).

The finding of irregularities in the Trust resulted in the forensic department of KPMG Services (Pty) Limited being engaged
to investigate the Trust. The investigation indicates that Mr Brett Kebble, or entities related to him, benefited from
alleged unauthorised share transactions within the Trust.

Mr Brett Kebble was the only participant in the Trust at the time of his death, at which point 500 640 Western Areas

shares were held. However, evidence suggests that Mr Brett Kebble, directly or indirectly, removed 500 000 shares from
the Trust, as the Trust currently only holds only 640 shares.

Accordingly, the Trust will lodge a claim against the estate of the late Mr Brett Kebble to the value of R7.4 million for the
outstanding vested shares in accordance with the Scheme. The matter is the subject of further investigation, and every
effort will be made to finalise the matter shortly.

South Deep Insurance Claim

The insurance claim arising from the damage to the South Shaft No. 1 Sub-Vertical Shaft in January 2004 has been
resolved, to the extent that the insurers have approved a net settlement of $11.5 million post year end.

LEVEL 1 ADR PROGRAMME
The Bank of New York continues to be the depository bank for the Company's Level-1 ADR programme, which trades
under the ticker symbol “WARUY". One ADR represents one existing ordinary Western Areas share. There are indications

of increasing international interest in Western Areas shares, particularly as South Deep begins to deliver on plan. As of
1 March 2006, ADR holdings comprised 4.4% of the total ordinary shares in issue.
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CAPITAL RAISING

The Company needs to ensure adequate capital funding to meet the cost of the derivative structure and the costs

associated with the plan to increase production levels. As it is anticipated that existing cash reserves will be suffient only

until the end of the third quarter of 2006, it will be necessary to refinance the Company by way of an issue of shares.

The objective of this will be to:

® Have the cash to meet the Company’s obligations to fund its share of South Deep as it strives to produce a
sustainable revenue stream in line with the anticipated mine plan (to be finalised once the feasibility study has been
completed).

* Provide a base for debt repayment and ensure long-term capital stability.

* Reduce the hedge commitment so that stakeholders can participate in any upside in the Rand gold price experienced
over the life of the derivative structure.

RECENT DEVELOPMENTS

On 9 March 2006, Harmony Gold Mining Company Limited (“Harmony”) announced that it had bought a 29.2%
stake in Western Areas. This was effected by acquiring 37.4 million shares from Allan Gray Limited and a further
7.6 million shares an the open market. Accordingly, Harmony now has a 14.6% indirect stake in South Deep.

The Western Areas Board and management see this development as providing meaningful new opportunities.
A number of fruitful meetings have been held with Harmony’s chief executive officer, Bernard Swanepoel. We will continue
to explore ways in which, through Harmony’s investment in Western Areas, value can be added in the interest of all

shareholders.,

RECOGNITION
There have been significant changes to the management of Western Areas, creating a new, highly motivated and skilled
team that is supported by a vigorous independent Board.

I would like to pay special tribute to my colleagues who have assisted me greatly during the difficult months
that I have been executive chairperson. I am confident that we are moving into a new era where stakeholders
will continue to enjoy the benefits of both the improved performance of the asset and the enhanced reputation

of the Company.

Gill Marcus
Executive chairperson
28 March 2006
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DIRECTORS IN OFFICE AS AT 28 MARCH 2006

Gill Marcus (56)

BCom

(Executive chairperson, chairperson of the Executive Committee and member of the PDWA
JV Board)

Date of appointment: 17 November 2005

A member of the ANC National Executive Committee from 1991 to 1999 and Member of Parliament
from 1994 to 1999, Ms Marcus served as Deputy Minister of Finance from 1996 to 1999. She
served as Deputy Governor of the South African Reserve Bank from 1999 to 2004. She is Professor:
Policy, Leadership and Gender Studies at the Gordon Institute of Business Science, board member
of Bidvest Limited and the International Marketing Council, and also serves on the Advisory Board
of the Auditor General.

Steven Allan Levitt (52)

CA (SA)

(Chief financial officer, member of the Executive Committee, member of the PDWA JV Board, the
PDWA JV Financial Advisory Committee and the PDWA Environmental Trust)

Date of appointment: 10 January 2006

Steven Levitt joined Macsteel Holdings (Pty) Limited in 1980 as a chartered accountant, and
was the Deputy Chairman of Macsteel Holdings (Pty) Limited and Macsteel International
Holdings BV when he [eft the group in 1999. He is also a director of Amalgamated Appliance
Holdings Limited.

Alan Alexander McGregor (58)

BSc, BA (Hons)

(Non-executive director, member of the Remuneration Committee and chairperson of the Nomination
Committee)

Date of appointment: 6 November 2002

Sandy McGregor joined Allan Gray Limited in October 1991 and became a director in 1997.
Previously, he worked for the Gold Fields Group for 22 years.

David Morris Nurek (56)

Dipl. in Law, Grad & Dipl. in Advanced Company Law

(Non-executive director and chairperson of the Remuneration Committee)

Date of appointment: 17 November 2005

Dave Nurek practised as an attorney with Sonnenberg Hoffmann & Galombik for 32 years, including
23 years as a partner, the last nine years of which was as chairman of the firm. He left the firm to
join the Investec Group in July 2000. He is currently the regional chairman of Investec’s various
businesses in the Western Cape and also serves as a global head of legal risk for the Investec
Group. He serves as a non-executive director of a number of listed companies including, inter alia,
as non-executive chairman of (I Limited and Randgold & Exploration Company Limited.
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Hans Jurie Smith (65)

BSc (Engineering Metallurgy); BSc (Engineering Mining)

(Independent non-executive director, member of the Audit and Nomination Committees and alternate
member on the PDWA JV Board)

Date of appointment: 14 December 2005

Hans Smith worked for Gold Fields South Africa Limited for five years from 1965, starting as a
miner and was then promoted to technical assistant to the chief consulting engineer. He then
worked at Gencor for 19 years in a range of positions, starting as a senior investment analyst and
ending as chief executive for New Business Development. He was chief executive and managing
director at Iscor Limited from 1993 and executive chairman from 1995. He also served as chairman
of Kumba Resources Limited until November 2002.

Ignatius Simon Sehoole (46)

BCompt (Hons) (Unisa), CA (SA)

(Independent non-executive director, chairperson of the Audit Committee and member of the
Remuneration and Nomination Committees)

Date of appointment: 14 December 2005

Having served as an articled clerk at Deloitte and Touche from 1989 to 1991, Ignatius Sehoole was
appointed risk audit manager at Transnet Limited in 1991. He joined Fedics Food Service in 1992 as
group internal audit manager and left in 1997 as managing director, inland. He was a senior executive
at Murray and Roberts Contractors SA from 1998 to 1999 before joining the SA Institute of Chartered
Accountants as executive president, a position he still holds. He is a director of The International
Federation of Accountants; Eastern, Central and Southern African Federation of Accountants and the
Public Investment Corporation. He chairs the Audit Committee of the National Treasury and was a
member of the Ministerial Review Panel for the Accounting Professions Bill. He serves on the King
Committee on Corporate Governance and Accounting Standards Board.

John Roger Dixon (56)

Pr Eng BSc (Mining) Hons FSAIMM

(Independent non-executive director, member of the Audit and Nomination Committees, and member of
the PDWA JV Board, the PDWA JV Technical Advisory Committee and the PDWA Environmental Trust.
Date of appointment: 10 March 2005

Roger Dixon has over 30 years experience in the mining industry, which has included deep level
mining and the development of mechanisation in gold mines. He previously served in operational
capacities with Anglo American Gold and Uranium Divisions, Avgold and Metorex. He is currently
a corporate consultant and partner of SRK Consulting.

Shamrita Singh (33)

BA LLB LLM

(Company secretary and legal advisor, member of the Executive Committee)

Date of appointment: 1 March 2006

Shamrita Singh was admitted as an attorney on 2 March 1999 after having completed her articles
at Deneys Reitz Attorneys. She has experience in commercial law with a particular emphasis on
banking and finance, having worked at Gensec Bank Limited and FNB Commercial. She has a
keen interest in human rights and has also worked at a development finance institution. She was
recently awarded a Chevening Scholarship and completed an LLM degree in International Human
Rights at the University of Nottingham.
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PRINCIPLES OF CORPORATE GOVERNANCE AND STRUCTURES
The reconstituted Board of Directors affirms its commitment to the principles of transparency, integrity and accountability,
as well as timeous, relevant and meaningful reporting to all stakeholders.

It ensures that the Company's business is conducted in accordance with high standards of corporate governance. These
standards are entrenched in the system of internal controls, procedures and the policies governing corporate conduct.

The directors endorse and are of the opinion that the Company adheres to the Code of Corporate Practices and Conduct as
set out in the King II report with the following exception: The Code recommends a separation between the office of the
chief executive officer of the Company and the chairperson of the Board of Directors of the Company; the Code further
recommends that the chairperson be a non-executive director. The Company’s Board of Directors unanimously appointed
Ms Gill Marcus as executive chairperson on 17 November 2005. For this reason, and due to the appointment of
Mr Steve Levitt as chief financial officer of the Company, and the appointment of a chief executive officer (executive
general manager) at the PDWA JV, the Company’s Board is of the opinion that it is not necessary to appoint a chief
executive officer.

Ongoing action is being taken to further align current practices with the Report’s recommendations. During the 2003
financial year, the Company adopted Board, Audit, Remuneration and Nomination Charters/Terms of Reference, as well as
a Code of Conduct. These charters and terms of reference are all currently under review.

The principles contained in King II are reflected in the Company’s corporate governance structures, which will be reviewed
from time to time to take into account organisational changes. The Board and management actively review and enhance
the systems of control and governance on a continuous basis to ensure that the business is managed ethically and within
prudently determined risk parameters.

THE BCARD OF DIRECTORS
The Company has a unitary Board comprising two executive directors, two non-executive directors and three independent
non-executives.

All the directors bring to the Board a wide range of expertise, as well as significant financial, commercial and technical
experience and other skills that enable them to bring an independent judgment to Board deliberations and decisions.

All directors have the requisite knowledge, experience and ability required to properly carry out their duties in meeting the
present and future requirements of the Company. Moreover, as a Board, their individual capacities are enhanced by shared
thinking and vigorous engagement. All participate actively in proceedings at meetings, whether present personally or by
teleconference facility.

The Board is responsible for setting the direction of the Company through the establishment of strategic objectives and
key policies. It monitors the implementation of strategies and policies through a structured approach to reporting on
the basis of agreed performance criteria and defined, written delegations to management concerning the planning and
implementation of such objectives and policies.

The Board meets quarterly, or more frequently if circumstances require, to review matters specifically reserved for its

decision, including financial and operational results, and to consider issues of strategic direction, major acquisitions and
disposals, approval of major capital expenditure, and any other matters having a material effect on the Company.
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The Board has a Charter setting out its mission, role, duties and responsibilities and, in particular, important aspects
concerning the following:
[

The directors’ fiduciary responsibilities.
Leadership of the Board.

¢ Induction of new directors.

.

The Board’s relationship to staff and external advisors, as well as unrestricted access to Company records.
Board meetings and procedures.

The directors have a responsibility, in terms of the Board Charter, to become acquainted with all of their duties, as well as
the issues pertaining to the operations and business of the Company, to enable them to fulfil their duties. An induction

programme is in place to assist new directors. This includes background materials, meetings with senior management and
visits to the Company’s operation and/or projects.

In terms of the Board Charter, the directors are assessed annually, both individually and collectively as a Board.

The Board as a whole approves the appointment of new directors, on recommendation from the Nomination Committee,
which appointment must be ratified by shareholders at the Annual General Meeting.

All directors, in accordance with the Company's Articles of Association, are subject to retirement by rotation and
re-election by shareholders.

The Board has established a number of standing committees, which are answerable to the Board, namely:
The Executive Committee.
e The Audit Committee.

¢ The Nomination Committee.

¢ The Remuneration Committee.

These committees operate within the defined terms of reference laid down in writing by the Board. The Audit, Nomination
and Remuneration Committees are each chaired by an independent non-executive director and consist entirely of
non-executive directors.
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Board meetings attended

Director Designation Appointed Resigned Attended
Number of meetings held during the year 5
Gill Marcus (Ms) Executive chairperson 17.11.2005 n/a
Mafika Mkwanazi* Non-executive chairperson 31.12.2005 5
Brett Kebble Chief executive officer 24.08.2005 4f4
Chris Lamprecht Financial director 10.03.2006 5
Gordon Mitler Executive 06.05.2005 0/2
Mark Barnes Non-executive 03.02.2004 n/a
Roger Kebble Non-executive 27.07.2005 1/3
Sandy McGregor Non-executive 5
Dave Nurek Non-executive 17.11.2005 n/a
Sello Rasethaba Non-executive 24.08.2005 4/4
Vaughan Bray Independent non-executive 31.12.2005 5
Roger Dixon Independent non-executive 10.03.2005 3/4
Ferdi Lips Independent non-executive 26.05.2005 29.09.2005* n/a
Ignatius Sehoole Independent non-executive 14.12.2005 n/a
Hans Smith Independent non-executive 14,12.2005 n/a
George Poole Alternate director to Gordon Miller 06.05.2005¢ 1/1

* Deceased t Withdrew
# Relinquished chairmanship on 24.08.2005

ACCOUNTABILITY AND CONTROL
To enable the directors to meet their responsibilities, the Board sets standards and requires management to implement
systems of internal control aimed at reducing the risk of error, fraud or loss in a cost-effective manner.

These controls include the proper delegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties. The controls are monitored throughout the Company, and all employees
are required to maintain the highest ethical standards in ensuring that the Company’s business practices are conducted in
a manner that is beyond reproach.

The Company’s internal audit function, established by the Board, independently appraises the Company’s internal controls
and reports its findings to the Audit Committee. In compliance with the recommendations of the King II Report, the Audit
Committee currently comprises independent non-executive directors. The Company's Audit Committee meets quarterly,
and is chaired by an independent non-executive, as recommended in King II. The audit approach entails a thorough
comprehension of the Company’s financial and accounting objectives, and analysis of the underlying systems and procedures.
The audit plan is determined annually, based on the relative degrees of inherent risk of each function. The independence
of the internal audit has been achieved by outsourcing the function to the Internal Audit Services of KPMG, who report
directly without interference to the Audit Committee.

This matter has been reviewed and a decision taken to continue to outsource the internal audit function, but no longer

to KPMG, given that they are the Company’s external auditors. A process is under way to appoint a new firm of internal
auditors.
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Relevant findings arising from audit procedures are brought to the attention of the Audit Committee and, if necessary, to

the Board.

The directors are of the opinion that, based on the information and explanations given by management and the internal
auditors, and on comments by the external auditors on the results of their audit, the internal accounting controls are
adequate, and hence the financial records may be relied on in preparing the financial statements and maintaining

accountability for assets and liabilities.

BOARD COMMITTEES

The Board has established a number of standing committees to enable it to properly discharge its duties and responsibilities
and to effectively fulfil its decision-making process.

Status of Committees as at 28 March 2006

Executive Committee

Audit Committee

Nomination Committee

Remuneration
Committee

Recommends policies
and strategies; monitors
implementation; deals
with all executive
business; responsible for
all material matters not
reserved for the Board;
co-ordinates and
monitors resources to
achieve the Company's
aims.

Monitors the adequacy
of financial controls and
reporting; reviews the
audit plans of internal
and external auditors;
ascertains the reliability
of the audit; ensures
that financial reporting
complies with IFRS and
the Companies Act.

Considers suitable
nominations for
appointments to
the Board and
makes appropriate
recommendations in
regard thereto.

Establishes the

overall principles

of remuneration

and determines the
remuneration of
executive directors;
considers and reviews
and approves the
Company's policy on
executive remuneration
and communicates this
to stakeholders in the
Annual Report.

Gill Marcus*
Steve Levitt
Pieter Henning*
Steve Tainton*
Shamrita Singh*

Ignatius Sehoole?
Roger Dixon
Hans Smith

Sandy McGregor*
Hans Smith
Ignatius Sehoole
Roger Dixon

Dave Nurek?
Sandy McGregor
Ignatius Sehoole

# Chairperson
* Senior managers

The following information refl