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Bunnings Team Member, Andrea 
Ronald, with a range of water 
saving products at the Box Hill 
warehouse, Victoria.
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Wesfarmers’ commitment 
to the pursuit of sustainable 
outcomes is a major part of 
its strategic approach

Sustainability

03 04 05 06 07

The company has four strategies that guide its progress 

towards achieving the corporative objective of providing 

a satisfactory return to shareholders.

One of these is to “ensure sustainability through 

responsible long-term management”.

The company takes the view that it will only be 

sustainable as a corporation if, in addition to continued 

financial success, it adequately addresses a range of other 

issues which are both significant in their own right and 

which feed back into financial outcomes. These include:

• the decent and principled treatment of a range of 

stakeholders, such as employees (including 

encouragement of workplace diversity), customers, 

suppliers and the broader community;

• maintenance of high standards of ethical conduct;

• provision of a safe and healthy working environment;

• respect for the physical environment in which the 

company’s businesses operate;

• ensuring that internal knowledge of processes, 

expertise, products, customers and competitors is 

captured and shared within the group; and

• making a direct contribution to the community 

above and beyond the economic benefits flowing 

from well-run business activities.

STAKEHOLDER RELATIONS
The company’s primary responsibility is, and always will 

be, to its shareholders, the people who, through a 

willingness to invest, place their confidence in the Board 

and employees to successfully manage the business 

operations. But in an era of increased focus on both 

government and corporate accountability, greater 

attention is being paid to the relationship between 

public companies and a broader group of stakeholders.

Wesfarmers does not believe there is a case for extra 

regulation aimed at ensuring listed entities formally take 

into account the interests of those other than shareholders 

who have an interest in the activities of the corporation. 

This would merely add to the already substantial 

compliance responsibilities faced by listed entities 

without any guarantee of making a material difference.

One of the reasons for Wesfarmers’ rejection of a legislated 

response is that, from its earliest days as a farmers’ 
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cooperative, the company has recognised the need for and 

desirability of fostering and maintaining good relations 

with a broad constituency of interests.

Foremost amongst this group are the company’s 

employees. As the Managing Director noted in his 

overview remarks, the competition for talent has 

emerged as a major determinant of ongoing business 

success. The Wesfarmers group employs more than 

30,000 people on a permanent and part time basis. 

To attract the best available skills, the company aims to be 

an employer of choice. Some of this relates to the terms 

and conditions offered but there are other important 

aspects contributing to the perception of a company in 

the employment marketplace.

These include the provision of safe working conditions, 

an environment where discrimination on any grounds 

is not tolerated and where openness is encouraged without 

fear of retribution. All the company’s operating businesses 

have well-developed safety systems and the group’s Code 

of Ethics and Conduct provides a framework for behaviour 

internally and externally, including specific protection for 

whistleblowers.

The main safety measurement used across the group is the 

lost time injury frequency rate (LTIFR). The LTIFR is a 

mechanism which relates injuries that result in lost time 

Process Operator, Mark McCafferty, 
carrying out a gas detection test at 
the Wesfarmers LPG facility at 
Kwinana, Western Australia.

Sustainability 

principles

Participants on the Wesfarmers Ultimate Challenge, 
a community partnership with the Leeuwin Ocean 
Adventure Foundation. 

to total hours worked, although businesses are 

encouraged to use other indicators of safety performance, 

such as the number of all workplace injuries. 

Unfortunately in 2006/07 the company’s overall LTIFR 

increased from 9.5 to 10.5. Wesfarmers has a group-wide 

target of a 50 per cent annual reduction on the way to a 

zero outcome. Part of senior management remuneration is 

linked to safety performance.

Career development opportunities are another important 

aspect in enhancing the attractiveness of an employer. 

With the very great sector and geographic spread of the 

Wesfarmers’ businesses, most training and development 

responsibility logically resides with the operational units. 

There are some group-wide programmes which 

supplement the business level activity.

A co-ordinated succession planning process monitors the 

progress of more than 100 of the group’s most senior 

people with a view to identifying candidates for internal 

promotion as well as being part of a broader strategy to 

retain key people. A number of management development 

programmes are open to participants from across the 

group. The biggest group gathering of senior managers, 

the Best Practice Conference, is held about every two 

years. The last such event was in September 2006 with 

around 250 delegates coming together in Perth to hear and 

The decent and principled 
treatment of employees, 
customers, suppliers and 
the broader community.

Maintaining high 
standards of ethical 
conduct.

Providing a safe and 
healthy working 
environment.
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all aspects of Wesfarmers’ sustainability-related 

outcomes, which has been produced since 1999. 

Previously entitled the Social Responsibility Report, in 

2007 it has been renamed the Sustainability Report to 

underline the holistic approach taken by the company. 

Any material breaches of either environmental or safety 

standards are disclosed in detail in this report which is 

published each November. Copies are available from the 

Public Affairs department (+ 61 8) 9327 4251 or can be 

downloaded from the website at www.wesfarmers.com.au.

With increased public and political focus during the year 

on climate change, Wesfarmers has continued to develop 

its position on this complex and important issue. 

An external greenhouse risks and opportunities 

assessment was commissioned and this will provide the 

basis for future action. It follows an earlier study which 

was considered by the Board in 2003. The Board received 

an update on the company’s climate change responses at 

its planning session in May 2007. 

Wesfarmers has for several years disclosed its greenhouse 

emissions through the sustainability reporting process and 

is well placed to meet government-imposed requirements to 

report emissions, expected to take effect in mid 2008. 

In addition, the company in 2007 was again a respondent to 

the Carbon Disclosure Project (CDP), providing information - 

which later is publicly released - on emissions and other 

aspects of climate change policies and responses. The CDP 

surveys major Australian and New Zealand corporations on 

behalf of a significant group of institutional investors with 

particular interest in this issue.

Wesfarmers also registered all of its businesses under the 

Commonwealth government’s Energy Efficiency 

Opportunities programme. This exceeded the legislative 

requirement on coverage of operational activity as this 

new compliance regime is seen as an opportunity for the 

company to make a contribution to a better environment 

and to reduce costs.

Bunnings increased its sustainability focus during the 

year with the announcement in May of new initiatives, 

costing $8 million, related to water use and climate 

change. All existing warehouse stores in sub-tropical 

mainland Australia will be fitted with rain water 

harvesting systems with that water being used to irrigate 

interact with internal and external speakers on the theme 

“Sustainable Success – Integrity, Implementation & 

Innovation”.

With such a range of business operations there is a mix 

of arrangements covering terms of engagement and 

conditions of work. Wesfarmers recognises the right of 

individuals to negotiate in their own right or as part of a 

collective approach which may or may not involve third 

party participation. The company’s aim always is to 

maximise flexibility at the workplace level with an 

emphasis on cooperation and mutually beneficial 

outcomes. Extensive use is made of enterprise 

bargaining agreements which are negotiated with 

unions. Individual contracts under common law are 

also used and a relatively small number of Australian 

Workplace Agreements are in place.

THE ENVIRONMENT
Environmental responsibility is a major factor in the 

operations of each Wesfarmers-owned business. They are 

required to develop, implement and report on compliance 

with environmental policies and procedures relevant 

to their circumstances. Legal compliance is a minimum 

with businesses encouraged to set higher standards.

Compliance with environmental regulations across the 

many jurisdictions in which the company’s businesses 

operate is monitored by the company’s Audit Committee. 

This occurs as part of the process of the Committee’s 

consideration of the annual stand-alone report covering 

Sustainability 

principles

Rainwater collection tanks outside the 
Bunnings Box Hill warehouse, Victoria.

Respect for the physical 
environment in which the 
company’s businesses 
operate.

Ensuring that internal 
knowledge of processes, 
expertise, products, 
customers and 
competitors is captured 
and shared within the 
Group.

Making a direct 
contribution to the 
community above and 
beyond the economic 
benefits flowing from 
well-run business 
activities.



Members of the Curragh Mine Rescue Team who fi nished fi rst overall 
in the Australasian Road Rescue Skills Challenge in Perth, Western 
Australia in June 2007. From left: Neal Quinlan, Greg Mitchell, Troy Martin, 
Derrick Gould, Roy McGregor and Keiran Ferguson.

outdoor nurseries and to flush toilets. It also adopted a 

goal of achieving carbon neutrality by 2015 or earlier and 

will make grants to help develop carbon-offset projects. 

THE COMMUNITY
Companies make a contribution to the community in many 

different ways. Primarily, and by far the biggest positive 

impact a corporation can have on society, is to run its 

business or businesses successfully, thereby generating 

employment and adding to general prosperity by the flow-

on benefits of its operations to employees, shareholders 

and suppliers and through the provision of high quality 

goods and services to customers.

As well as this, companies may choose to provide support 

in direct and indirect ways to give something back to the 

communities in which they operate. Wesfarmers has a 

long history of acceptance of this approach. Each year the 

Board has the capacity to approve donations to 

community-benefiting organisations and causes of up to 

0.25 per cent of pre tax profit. Areas to which company 

assistance is currently directed include health care, 

conservation and the physical and mental wellbeing of 

young people.

During the year, Wesfarmers entered into a new partnership 

with the Leeuwin Ocean Adventure Foundation which 

uses Leeuwin II, Australia’s biggest ocean-going tall ship, 

for leadership and team building programmes.

In addition to the support from Wesfarmers Limited, 

very significant amounts are provided by the company’s 

operating businesses through donations, sponsorship 

and by raising money through access to facilities and 

employee involvement. More than $6 million flowed 

to the community from Wesfarmers and the businesses 

in this way in 2006/07. Extra funds totalling more than 

$65 million were raised thanks to the involvement of 

Bunnings in community-focused initiatives.

The company’s nationally-recognised commitment to 

supporting the arts continued with Wesfarmers Arts 

contributing about $550,000 to a range of leading 

performing and visual arts companies and organisations. 

The Commissions Series with the Perth International Arts 

Festival reached a conclusion with the premiere of the 

opera “The Love of the Nightingale”, which has 

subsequently won several awards.

Scene from the Helpmann Award winning opera 
“The Love of the Nightingale” which premiered as 

part of the Wesfarmers Arts Commission Series 
at the 2007 Perth International Arts Festival.
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A  Trevor Eastwood AM, age 65

Non-executive Chairman

Joined the Board in 1994 and was 
appointed Chairman in 2002. Trevor 
holds a Bachelor of Engineering degree 
from the University of Western Australia 
and completed the Advanced 
Management Program at the Harvard 
Business School in 1982. He commenced 
his career with the group as an employee 
of Westralian Farmers Co-operative 
Limited in 1963 and held a number of 
management positions in the group up to 
his retirement in 1992, including his final 
eight years as Managing Director of 
Wesfarmers Limited. The other listed 
company of which he has been a director 
in the last three years is Qantas Airways 
Limited (appointed October 1995 – 
resigned March 2005). Trevor is also a 
director of The WCM Group Limited and 
was formerly the Chairman of West 
Australian Newspapers Holdings Ltd. 

B  Richard Goyder, age 47

Managing Director

Joined the Board in 2002. Richard has a 
Bachelor of Commerce degree from the 
University of Western Australia and 
completed the Advanced Management 
Program at the Harvard Business School 
in 1998. He joined Wesfarmers in 1993 
after working in various commercial roles 
at Tubemakers of Australia Limited. He 
has held a number of commercial 
positions in Wesfarmers’ Business 
Development Department including 
General Manager. In 1999 Richard was 
Managing Director of Wesfarmers Dalgety 

Limited, which subsequently became 
Wesfarmers Landmark Limited, a position 
he retained until his appointment as 
Finance Director of Wesfarmers Limited 
in 2002. He was appointed Deputy 
Managing Director and Chief Financial 
Officer of Wesfarmers Limited in 2004 
and assumed the role of Managing 
Director and Chief Executive Officer in 
July 2005. Richard is a director of 
Gresham Partners Holdings Ltd, Wespine 
Industries Pty Ltd, Australian Business 
and Community Network, the Fremantle 
Football Club Limited and a number of 
Wesfarmers group subsidiaries. He is 
also a member of the Federal 
Government’s Business Roundtable on 
Sustainable Development, the Business 
Council of Australia and the University of 
Western Australia Business School 
Advisory Board. 

C  Gene Tilbrook, age 56

Finance Director

Joined the Board in 2002. Gene holds 
Bachelor of Science and Master of 
Business Administration degrees and a 
Diploma in Computing Science from the 
University of Western Australia. He 
completed the Advanced Management 
Program at the Harvard Business School 
in 1998. Gene joined Wesfarmers in 1985 
and has held a number of commercial 
positions in its Business Development 
Department and at Wesfarmers Energy. 
He previously worked in corporate finance 
and in systems engineering. 

Gene was Executive Director, Business 
Development before being appointed 
Finance Director in July 2005. He is a 

director of a number of Wesfarmers’ 
subsidiaries, as well as Gresham 
Partners Holdings Ltd, Wespine Industries 
Pty Ltd and Air Liquide WA Pty Ltd. He 
was previously a director of Bunnings 
Property Management Limited (appointed 
July 2001 – resigned September 2005), 
the responsible entity for the listed 
Bunnings Warehouse Property Trust. 

He is a councillor of the Australian 
Institute of Company Directors (WA 
Division) and also a member of the 
boards of The UWA Perth International 
Arts Festival and St George’s College 
Foundation Inc.

D  Colin Carter OAM, age 64

Non-executive director

Joined the Board in 2002. Colin holds a 
Bachelor of Commerce degree from 
Melbourne University and a Master of 
Business Administration from Harvard 
Business School. He has had extensive 
experience advising on corporate 
strategy and corporate governance and 
his consultancy career has included 
major projects in Australia and 
overseas. The other listed companies 
of which he is or has been a director in 
the last three years are Origin Energy 
Limited (appointed February 2000 – 
resigned April 2007), SEEK Limited 
(appointed March 2005) and Foster’s 
Group Limited (appointed March 2007). 
He is also Chairman of Indigenous 
Enterprise Partnerships, a member of 
the Board of The Cape York Institute, 
a Commissioner of the Australian 
Football League and an adviser to, and 
former Vice President of, The Boston 
Consulting Group. 

E  Patricia Cross, age 48

Non-executive director

Joined the Board in 2003. Patricia 
holds a Bachelor of Science (Econ) 
with Honours from Georgetown 
University. The other listed companies 
of which she is or has been a director 
in the last three years are Qantas 
Airways Limited (appointed January 
2004) and National Australia Bank 
Limited (appointed December 2005). 
Patricia has 25 years experience in 
international banking and finance, 
having served two years with the U.S. 
government, over 15 years in 
management and executive roles with 
Chase Manhattan Bank, Banque 
Nationale de Paris, National Australia 
Bank and 11 years as a non-executive 
director with organisations including 
the Transport Accident Commission 
(Deputy Chairman) and Suncorp-
Metway Limited. She was previously a 
director of AMP Limited and Chairman 
of Qantas Superannuation Limited. 
Patricia also serves on a variety of 
not-for-profit and government advisory 
boards including as a director of the 
Murdoch Children’s Research Institute.

F  Bob Every, age 62

Non-executive director

Joined the Board in February 2006. Bob 
holds a Bachelor of Science degree and 
a Doctorate of Philosophy (Metallurgy) 
from the University of New South Wales 
and is a Fellow of the Australian 
Academy of Technological Sciences and 
Engineering. The other listed 

Board of directors
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companies of which he is or has been a 
director in the last three years are 
OneSteel Limited (appointed July 2000 
- resigned May 2005), Boral Limited 
(appointed September 2007), 
Iluka Resources Limited (appointed 
March 2004), and Sims Group Limited 
(appointed October 2005). He is also a 
director of E2 Consultancy Pty Ltd, 
O’Connell Street Associates Pty 
Limited, OCA Services Pty Ltd, a 
member of the Advisory Board of 
Gresham Private Equity Limited and an 
advisor to Proudfoot Consulting. He 
was also the Chairman of the New 
Zealand based listed company Steel & 
Tube Holdings Limited (appointed 
November 1988 - resigned May 2005). 
Other positions previously held by Bob 
include Managing Director of 
Tubemakers of Australia Limited, 
President of BHP Steel and Managing 
Director and Chief Executive Officer of 
OneSteel Limited, a position from 
which he retired in May 2005. He was 
also a director of CARE Australia.

G  James Graham, age 59

Non-executive director

Joined the Board in 1998. James holds 
a Bachelor of Engineering in Chemical 
Engineering with Honours from the 
University of Sydney, a Master of 
Business Administration from the 
University of New South Wales and is a 
Fellow of the Australian Academy of 
Technological Sciences and Engineering. 
He has had an active involvement in 
the growth of Wesfarmers since 1976 
in his roles as Managing Director of 

Gresham Partners Limited and 
previously as a director of Hill Samuel 
Australia Limited and Managing 
Director of Rothschild Australia 
Limited. In addition to his investment 
banking activities, James is Chairman 
of Rabobank Australia Limited, Rabo 
Australia Limited, Rabobank New 
Zealand Limited, the Advisory Council 
of The Institute for Neuromuscular 
Research and Gresham Technology 
Management Limited, which was the 
responsible entity of the Technology 
Investment Fund until August 2005. He 
is also a director of Wesfarmers 
Federation Insurance Limited, Lumley 
General Insurance Limited, Australian 
International Insurance Limited and 
Riviera Group Pty Ltd. James is also a 
member of the Fundraising Committee 
for the Australian Olympic Committee 
(NSW) for Beijing 2008 and a Trustee 
of the Gowrie Scholarship Trust Fund. 
In the period from 1989 to 1995 he 
was Chairman of the Darling Harbour 
Authority in New South Wales. 

H  Dick Lester, age 68

Non-executive director

Joined the Board in 1995. Dick is a 
graduate with Honours from Dookie 
Agricultural College, Victoria. He was 
Principal and Chief Executive Officer of 
Growth Equities Mutual Limited until he 
sold his interest in that organisation in 
1994. He was an inaugural member of 
the Companies and Securities Advisory 
Committee established by the Federal 
Attorney General to advise the Australian 
Government on securities industries 

laws. Dick is actively involved in real 
estate investment and development in 
the Perth metropolitan area and regional 
Western Australia. He is a director of a 
number of unlisted companies and is 
Chairman of the Western Australian 
Institute for Medical Research Inc. 

I  Charles Macek, age 60

Non-executive director

Joined the Board in 2001. Charles holds 
a Bachelor of Economics degree and a 
Master of Administration from Monash 
University. The other listed companies 
of which he is or was a director in the 
last three years are Telstra Corporation 
Limited (appointed November 2001), 
Living Cell Technologies Ltd (appointed 
March 2006 - resigned August 2007) 
and IOOF Holdings Ltd of which he was 
Chairman (appointed August 2002 – 
resigned August 2003). Charles is 
Chairman of the Financial Reporting 
Council, Sustainable Investment 
Research Institute Pty Ltd and the 
Racing Information Services Australia 
Pty Ltd and was formerly the Chairman 
of the Centre for Eye Research Australia 
Limited. He is also a member of the New 
Zealand Accounting Standards Review 
Board. 

J  David White, age 59

Non-executive director

Joined the Board in 1990. David holds 
a Bachelor of Business degree from 
Curtin University and is a fellow of CPA 
Australia. He is Chairman of the 
Wheatbelt Area Consultative 

Committee, a member and Treasurer of 
Parkerville Children and Youth Care 
(Inc) and a member of the Australian 
Institute of Company Directors. He was 
formerly the Treasurer of The Royal 
Agricultural Society of Western 
Australia (Inc).

K  Tony Howarth AO, age 55

Non-executive director

Joined the Board in July 2007. Tony is a 
Senior Fellow of the Financial Services 
Institute of Australia and has over 30 
years experience in the banking and 
finance industry. He has held several 
senior management positions during 
his career, including Managing Director 
of Challenge Bank Limited and CEO of 
Hartleys Limited. The other listed 
companies of which he is or has been 
a director in the last three years are, 
Chairman of Home Building Society Ltd 
(appointed June 2003), Mermaid 
Marine Australia Limited (appointed 
July 2003), Alinta Limited (appointed 
2000 - resigned July 2006) and a 
director of AWB Limited (appointed 
March 2005). He is also Chairman of 
St John of God Health Care Inc. Tony is 
also involved in a number of community 
and business organisations including 
the Senate of the University of Western 
Australia, Chairman of the Committee 
for Perth Limited, a member of the Rio 
Tinto WA Future Fund and a director of 
Western Australian Community 
Foundation Limited, the Australian 
Chamber of Commerce and Industry 
and the Chamber of Commerce and 
Industry of Western Australia (Inc).

F G H
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The Board of Wesfarmers Limited 
is a strong advocate of good corporate 
governance. The Board is committed 
to providing a satisfactory return 
to its shareholders and fulfilling its 
corporate governance obligations and 
responsibilities in the best interests 
of the company and its stakeholders

        
   
name of director year non- independent retiring at  seeking
 appointed executive  2007 AGM  re-election
      at 2007 AGM

Board Structure

T R Eastwood, Chairman 1994 Yes Yes No  No

C B Carter 2002 Yes Yes Yes#  Yes

P A Cross 2003 Yes Yes No  No

R L Every 2006 Yes Yes No  No

R J B Goyder, Managing Director  2002 No No No  No

J P Graham 1998 Yes No Yes#  Yes

A Howarth 2007 Yes Yes Yes##  Yes

R D Lester 1995 Yes Yes No  No

C Macek 2001 Yes Yes No  No

G T Tilbrook, Finance Director 2002 No No No  No

D C White 1990 Yes Yes Yes#  Yes

# Retiring by rotation in accordance with the Constitution and the ASX Listing Rules.
## Retiring in accordance with the Constitution at the fi rst annual general meeting following appointment by the directors.

Details of the background, experience and professional skills of each director 

are set out on pages 42 and 43 of this Annual Report.

Corporate governance 
statement
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  Status

Principle 1: Lay solid foundations for 
management and oversight

1.1 Formalise and disclose the functions reserved  
to the board and those delegated to management 

Principle 2: Structure the board to add value 
2.1 A majority of the board should be independent  

directors 

2.2 The chairman should be an independent  
director 

2.3 The roles of chairman and chief executive  
officer should not be exercised by the same 
individual 

2.4 The board should establish a nomination  
committee 

2.5 Provide the information indicated in Guide to  
reporting on Principle 2 

Principle 3: Promote ethical and responsible 
decision-making

3.1 Establish a code of conduct to guide the 
directors, the chief executive officer 
(or equivalent), the chief financial officer (or 
equivalent) and any other key executives as to: 

 3.1.1 the practices necessary to maintain  
confidence in the company’s integrity 

 3.1.2 the responsibility and accountability of  
individuals for reporting and investigating 
reports of unethical practices 

3.2 Disclose the policy concerning trading in  
company securities by directors, officers 
and employees 

3.3 Provide the information indicated in Guide  
to reporting on Principle 3 

Principle 4: Safeguard integrity in financial reporting
4.1 Require the chief executive officer (or equivalent)  

and the chief financial officer (or equivalent) to 
state in writing to the board that the company’s 
financial reports present a true and fair view, in 
all material respects, of the company’s financial 
condition and operational results and are in 
accordance with relevant accounting standards 

4.2 The board should establish an audit committee 

4.3 Structure the audit committee so that it consists of:

 • only non-executive directors 
 • a majority of independent directors 
 • an independent chairman, who is not  

chairman of the board
 • at least three members 

4.4 The audit committee should have a formal  
charter 

4.5 Provide the information indicated in Guide  
to reporting on Principle 4 

Principle 5: Make timely and balanced disclosure 
5.1 Establish written policies and procedures  

designed to ensure compliance with ASX Listing 
Rule disclosure requirements and to ensure 
accountability at a senior management level 
for that compliance 

5.2 Provide the information indicated in Guide  
to reporting on Principle 5 

  Status

Principle 6: Respect the rights of shareholders 
6.1 Design and disclose a communications strategy  

to promote effective communication with 
shareholders and encourage effective 
participation at general meetings 

6.2 Request the external auditor to attend the  
annual general meeting and be available to answer 
shareholder questions about the conduct of the 
audit and the preparation and content of the 
auditor’s report 

Principle 7: Recognise and manage risk 
7.1 The board or appropriate board committee  

should establish policies on risk oversight and 
management 

7.2 The chief executive officer (or equivalent) and  
the chief financial officer (or equivalent) should 
state to the board in writing that: 

 7.2.1 the statement given in accordance with best  
practice recommendation 4.1 (the integrity of 
financial statements) is founded on a sound 
system of risk management and internal 
compliance and control which implements 
the policies adopted by the board 

 7.2.2 the company’s risk management and  

internal compliance and control system is 

operating efficiently and effectively in all 

material respects

7.3 Provide the information indicated in Guide  
to reporting on Principle 7 

Principle 8: Encourage enhanced performance 
8.1 Disclose the process for performance evaluation  

of the board, its committees and individual 
directors, and key executives 

Principle 9: Remunerate fairly and responsibly 
9.1 Provide disclosure in relation to the company’s 

remuneration policies to enable investors to 
understand:

 • the costs and benefits of those policies 

 • the link between remuneration paid to  
directors and key executives and corporate 
performance 

9.2 The board should establish a remuneration  
committee 

9.3 Clearly distinguish the structure of non- 
executive directors’ remuneration from that 
of executives 

9.4 Ensure that payment of equity-based  
executive remuneration is made in accordance 
with thresholds set in plans approved by 
shareholders 

9.5 Provide the information indicated in Guide  
to reporting on Principle 9 

Principle 10: Recognise the legitimate interests of 
stakeholders 

10.1 Establish and disclose a code of conduct to guide  
compliance with legal and other obligations to 
legitimate stakeholders 

Wesfarmers complies with the ASX Corporate Governance Council’s Principles of Good Corporate Governance and Best 

Practice Recommendations (“ASX Principles”).

Wesfarmers’ corporate governance practices for the year ended 30 June 2007, and at the date of this report, are outlined in 

this corporate governance statement. The following table lists each of the ASX Principles and Wesfarmers’ assessment of 

compliance with the principles:
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PRINCIPLE 1: LAY SOLID FOUNDATIONS FOR 
MANAGEMENT AND OVERSIGHT
The role of the Board is to oversee and guide the 

management of Wesfarmers and its businesses with the 

aim of protecting and enhancing the interests of its 

shareholders, taking into account the interests of other 

stakeholders, including employees, customers, suppliers 

and the wider community.

The Board has a Charter which clearly establishes the 

relationship between the Board and management and 

describes their functions and responsibilities.

The responsibilities of the Board include:

• oversight of the Wesfarmers group, including its control 

and accountability systems;

• appointing (and removing) the Managing Director;

• ratifying the appointment (and the removal) of the 

Finance Director and the Company Secretary;

• reviewing and ratifying systems of risk management 

and internal compliance and control, codes of conduct 

and legal compliance;

• monitoring senior management’s performance and 

implementation of strategy;

• approving and monitoring the progress of major capital 

expenditure, capital management, acquisitions and 

divestments;

• approving and monitoring financial and other 

reporting;

• reviewing and approving the remuneration of the 

Managing Director and senior management; and

• appointing, re-appointing or removing the company’s 

external auditors (on recommendation from the Audit 

Committee).

The Managing Director is responsible to the Board for the 

day-to-day management of the Wesfarmers group.

The roles and responsibilities of the company’s Board and 

management are consistent with those set out in ASX 

Principle 1. A summary of the Board Charter is available 

from the corporate governance section of the company’s 

website.

PRINCIPLE 2: STRUCTURE THE BOARD TO ADD VALUE
Board structure
The Board is currently comprised of 11 directors, with:

• nine non-executive directors, including the Chairman; 

and

• two executive directors.

The directors in office at the date of this report, the year of 

each director’s appointment and each director’s status as 

an independent, non-executive or executive director are 

set out in the table on page 44.

The following Board changes have occurred since 

1 July 2006:

• 3 July 2006 – Mr Trevor Flügge resigned as a director;

• 8 September 2006 – Mr David Robb resigned as an 

executive director;

• 1 November 2006 – Mr Lou Giglia retired as a director; 

and

• 5 July 2007 – Mr Anthony Howarth was appointed as an 

additional director.

Director independence 
Directors are expected to bring independent views and 

judgement to the Board’s deliberations. 

Under the Charter, the Board must include a majority of 

non-executive independent directors and have a non-

executive independent Chairman (with different persons 

filling the roles of Chairman and Managing Director).

The Board has reviewed the position and associations of 

all directors in office at the date of this report and 

considers that a majority (eight of eleven) of the directors 

are independent. In considering whether a director is 

independent, the Board has had regard to the 

independence criteria in ASX Principle 2 and other facts, 

information and circumstances that the Board considers 

relevant. The Board assesses the independence of new 

directors upon appointment and reviews their 

independence, and the independence of the other 

directors, at other times as appropriate.

The test of whether a relationship is material is based on 

the nature of the relationship and the circumstances of the 

director. Materiality is considered from the perspective of 

the company, the director, and the person or entity with 

which the director has a relationship.

The three directors who are not considered to be 

independent are:

• Mr Richard Goyder, Managing Director;

• Mr Gene Tilbrook, Finance Director; and

• Mr James Graham, a non-executive director, who is 

Managing Director of Gresham Partners Limited.

Mr Graham is technically deemed not to be independent 

by virtue of his professional association with Gresham 

Partners Limited, which acts as an investment advisor to 

the company.

The Board has, however, determined that the relationship 

does not interfere with Mr Graham’s exercise of 

independent judgement and believes that his appointment 

is in the best interests of the group because of the substantial 

knowledge and expertise he brings to the Board.

In addition, the Board has considered the independence of 

Messrs Trevor Eastwood (Chairman), Dick Lester and David 

White, in relation to their period of service as directors. 

In each case, the Board considered that the length of time 

that the director had been on the Board did not have an 

adverse impact on the director’s ability to bring an 

independent judgement to bear in decision-making. 

The Board considers that having some directors who have 

served on the Board for longer periods helps to ensure 

continuity of corporate knowledge and experience, 

provided that the capacity for active contribution and 

independent judgement is maintained.

The independence of the Chairman, Mr Eastwood, 

was also considered in light of the fact that he served as 

Managing Director from 1984 to 1992. In relation to his 

past executive service, the Board considers that the 

relevant criteria for independence in ASX Principle 2 is 

satisfied given the significant passage of time since his 

retirement from that position.

The Board considers that Messrs Eastwood, Lester and 

White are independent directors in accordance with the 

independence criteria in ASX Principle 2, given their 

continued and demonstrated performance and ability to 

make objective judgements on matters before the Board. 
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Retirement and re-election 
The company’s Constitution requires one third of the 

directors, other than the Managing Director, to retire from 

office at each annual general meeting. Directors who have 

been appointed by the Board during the year (as a causal 

vacancy or as an addition to the Board) are required to 

retire from office at the next annual general meeting.

Directors cannot hold office for a period in excess of 

three years or beyond the third annual general meeting 

following their appointment without submitting 

themselves for re-election. Retiring directors are eligible 

for re-election by shareholders.

Board support for directors retiring by rotation and 

seeking re-election is not automatic. The Board Charter 

and the company’s letter of appointment for a non-

executive director require a non-executive director to 

take into account the views of the other non-executive 

directors of the company when making a decision to 

stand for re-election.

Under the Board Charter, the Chairman must retire from 

this position at the expiration of 10 years unless the Board 

decides otherwise. In addition, the appointment is 

formally reviewed at the end of each three year period.

Nomination and appointment of new directors 
Recommendations of candidates for appointment as new 

directors are made by the Board’s Nomination Committee 

for consideration by the Board as a whole. If it is necessary 

to appoint a new director to fill a vacancy on the Board or 

to complement the existing Board, a wide potential base of 

possible candidates is considered. In some cases, external 

consultants are engaged to assist in the selection process. 

If a candidate is recommended by the Nomination 

Committee, the Board assesses the qualifications of the 

proposed new director against a range of criteria including 

background, experience, professional skills, personal 

qualities, the potential for the candidate’s skills to 

augment the existing Board, and the candidate’s 

availability to commit to the Board’s activities. If these 

criteria are met and the Board appoints the candidate as a 

director, that director (as noted previously) must retire at 

the next annual general meeting and will be eligible for 

election by shareholders at that meeting.

Induction of new directors
New directors are provided with a formal letter of 

appointment which sets out the key terms and conditions 

of appointment, including duties, rights and responsibilities, 

the time commitment envisaged, and the Board’s 

expectations regarding involvement with committee work.

As part of a comprehensive induction programme, the new 

director meets with the Chairman, the Audit Committee 

Chairman, the Managing Director, Divisional Managing 

Directors, and other key executives. The programme also 

includes site visits to some of Wesfarmers’ key operations.

Knowledge, skills and experience 
All directors are expected to maintain the skills required 

to discharge their obligations to the company.

Directors are provided with papers, presentations and 

briefings on group businesses and on matters which may 

affect the operations of the group.

Directors are also encouraged to undertake continuing 

education and training relevant to the discharge of their 

obligations as directors of the company. Subject to prior 

approval by the Company Secretary, the reasonable cost of 

continuing education and training is met by the company. 

To assist directors to maintain an appropriate level of 

knowledge, skill and experience in the operations of the 

company, directors undertake site visits each year to a 

number of Wesfarmers businesses.

Board access to information and independent advice 
All directors have unrestricted access to employees of the 

group and, subject to the law, access to all company 

records and information held by group employees and 

external advisers. The Board receives regular detailed 

financial and operational reports from senior management 

to enable it to carry out its duties.

Consistent with ASX Principle 2, each director may, 

with the prior written approval of the Chairman, 

obtain independent professional advice to assist the 

director in the proper exercise of powers and discharge 

of duties as a director or as a member of a Board 

committee. The company will reimburse the director 

for the reasonable expenses of obtaining that advice.

Conflicts of interest
Directors are required to avoid conflicts of interest 

and immediately inform their fellow directors should a 

conflict of interest arise. Directors are also required to 

advise the company of any relevant interests that may 

result in a conflict.

The Board has adopted the use of formal standing notices 

in which directors disclose any material personal interests 

and the relationship of these interests to the affairs of the 

company. A director is required to provide an updated 

notice to disclose any new material personal interests or if 

there is any change in the nature or extent of a previously 

disclosed interest.

Where a matter in which a director has a material personal 

interest is being considered by the Board, that director 

must not be present when the matter is being considered 

or vote on the matter, unless all of the other directors have 

passed a resolution to enable that director to do so or the 

matter comes within a category of exception under the 

Corporations Act 2001.

Committees of the Board
The Board has established an Audit Committee, a 

Nomination Committee and a Remuneration Committee as 

standing committees to assist the Board in the discharge 

of its responsibilities.

These committees review matters on behalf of the Board 

and (subject to the terms of the committee’s Charter):

• refer matters to the Board for decision, with a 

recommendation from the committee (where the 

committee acts in an advisory capacity); or

• determine matters (where the committee acts with 

delegated authority), which it then reports to the Board.

Nomination Committee 

The specific responsibilities of the Nomination Committee 

are set out in the committee’s Charter, which reflects the 

requirements of the ASX Principles.

The Nomination Committee’s responsibilities include:

• reviewing Board and committee composition and 
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recommending new appointments to the Board and 

the committees;

• ensuring an effective induction programme for 

directors; and

• reviewing Board succession plans.

The Nomination Committee was established as a separate 

Board committee from 1 January 2007. In the period from 

1 July to 31 December 2006, the nomination functions were 

carried out by the Nomination and Remuneration 

Committee.

The members of the Nomination Committee at the date of 

this report are:

• Mr Trevor Eastwood (Chairman)

• Mr Colin Carter

• Mrs Patricia Cross

• Dr Robert Every

• Mr James Graham

• Mr Anthony Howarth (from 5 July 2007)

• Mr Richard Lester

• Mr Charles Macek

• Mr David White

The members of the Nomination and Remuneration 

Committee were:

• Mr Trevor Eastwood

• Mr Colin Carter

• Mrs Patricia Cross

• Mr Trevor Flügge (until 3 July 2006)

• Mr Lou Giglia (until 1 November 2006)

The composition, operation and responsibilities of 

the Nomination Committee are consistent with ASX 

Principle 2.

The committee (as the Nomination Committee or as part of 

the Nomination and Remuneration Committee) met four 

times during the year ended 30 June 2007. Details of 

meeting attendance for committee members are set out in 

the Directors’ Report on page 121 of this Annual Report.

A summary of the committee’s role, rights, responsibilities 

and membership requirements is available from the 

corporate governance section of the company’s website.

Audit Committee

Further information about the Audit Committee is 

provided in this statement under Principle 4: Safeguard 
Integrity in Financial Reporting.

Remuneration Committee

Further information about the Remuneration Committee is 

provided in this statement under Principle 9: Remunerate 
Fairly and Responsibly.

PRINCIPLE 3: PROMOTE ETHICAL AND RESPONSIBLE 
DECISION-MAKING
Conduct and ethics
The Board has adopted a Code of Conduct to guide the 

directors and promote high ethical and professional 

standards and responsible decision-making.

In addition, the company has adopted a Code of Ethics and 

Conduct for all employees (including directors). The Code 

of Ethics and Conduct is aimed at maintaining the highest 

ethical standards, corporate behaviour and accountability 

across the group. Employees and directors are expected to 

respect the law; respect confidentiality; properly use 

group assets, information and facilities; value and 

maintain professionalism; avoid conflicts of interest; 

act in the best interests of shareholders; contribute to the 

company’s reputation as a good corporate citizen; and 

act with honesty, integrity, decency and responsibility 

at all times.

Wesfarmers encourages the reporting of unlawful and 

unethical behaviour, actively promotes and monitors 

compliance with the Code of Ethics and Conduct, and 

protects those who report breaches in good faith. 

The Code of Ethics and Conduct provides protection to 

whistleblowers, as required by the Corporations Act 2001. 

Under the code, whistleblowers are protected from any 

disadvantage, prejudice or victimisation for reports made 

in good faith of any breaches of the code or the 

Corporations Act 2001.

The Board has appointed protected disclosure officers (the 

Finance Director, Chief Legal Counsel and Company 

Secretary) to receive reports and manage investigations in 

relation to potential breaches of the Corporations Act 2001. 

Guidelines were developed to assist directors and senior 

executives to manage reports of whistleblower complaints.

In July 2006, the Board approved amendments to the code 

to strengthen the prohibitions on bribery and corrupt 

practices and to implement a notification and reporting 

process relating to facilitation payments.

The Board’s Code of Conduct and the Code of Ethics and 

Conduct are consistent with ASX Principles 3 and 10. 

Summaries of the codes are available from the corporate 

governance section of the company’s website. 

Minimum shareholding requirement for directors 
The company’s Constitution requires a director to hold, 

directly or indirectly, a minimum of 1,000 ordinary shares 

in the company within two months after appointment and 

at all times during the director’s period of office.

Share Trading Policy
The company’s Share Trading Policy reinforces the 

requirements of the Corporations Act 2001 in relation to 

insider trading. The policy states that all employees and 

directors of the company, and its related companies, are 

expressly prohibited from trading in the company’s 

securities, or securities in other entities in which 

Wesfarmers has an interest, if they are in possession of 

“inside information”.

A director who intends to buy or sell shares must:

• advise the Company Secretary in advance of their 

intention to trade;

• confirm that they do not hold unpublished inside 

information; and

• have been advised by the Company Secretary that there 

is no known reason to preclude the proposed trading.

Each director has entered into an agreement with the 

company under which the director must notify the 

company of any trade in the company’s securities, or an 

associated entity’s securities, within three business days. 

The company’s Share Trading Policy prohibits executive 

directors and divisional managing directors from entering 

into transactions or arrangements which transfer the risk 

of any fluctuation in the value of shares obtained under 

Wesfarmers’ long term incentive plan whilst the shares 

are subject to a restriction.
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The company’s Share Trading Policy is consistent with 

ASX Principle 3. A summary of the Share Trading Policy is 

available from the corporate governance section of the 

company’s website.

PRINCIPLE 4: SAFEGUARD INTEGRITY 
IN FINANCIAL REPORTING
Financial reporting
CEO and CFO declaration

Consistent with ASX Principle 4, and in accordance with 

section 295A of the Corporations Act 2001, the company’s 

financial report preparation and approval process for the 

financial year ended 30 June 2007 involved both the 

Managing Director (Chief Executive Officer) and Finance 

Director (Chief Financial Officer) providing a written 

statement to the Board that, in their opinion:

• the company’s financial report presents a true and fair 

view of the company’s financial condition and 

operating results and is in accordance with applicable 

accounting standards; and

• the company’s financial records for the financial year 

have been properly maintained in accordance with 

section 286 of the Corporations Act 2001.

This statement was also signed by the General Manager, 

Group Accounting.

Audit Committee

The Audit Committee monitors internal control policies 

and procedures designed to safeguard company assets and 

to maintain the integrity of financial reporting, which is 

consistent with ASX Principle 4.

The Audit Committee has the following specific 

responsibilities (as set out in its Charter):

• reviewing all published financial accounts of the 

company and discussing the accounts with the 

external auditors and management prior to submission 

to the Board;

• reviewing any changes in accounting policies or 

practices and subsequent effects on the financial 

accounts;

• reviewing with management, the terms of the external 

audit engagement;

• reviewing and assessing non-audit services to be 

provided by the external auditor;

• monitoring and assessing the systems for internal 

compliance and control, legal compliance and risk 

management;

• reviewing and monitoring the company’s continuous 

disclosure policies and procedures; and

• advising on the appointment, performance and 

remuneration of the external auditor.

The members of the Audit Committee at the date of this 

report are:

• Mr David White (Chairman)

• Mr James Graham

• Mr Anthony Howarth (from 1 September 2007)

• Mr Richard Lester

• Mr Charles Macek

Mr Trevor Flügge served as a member of the committee 

until 3 July 2006 and Dr Robert Every served on the 

committee until 1 September 2007.

The Finance Director, the General Manager, Group 

Accounting, the Group Internal Audit Manager, the 

Company Secretary, the external auditor (Ernst & Young), 

and any other persons considered appropriate, attend 

meetings of the Audit Committee by invitation.

The committee also meets from time to time with the 

external auditor in the absence of management. 

The composition, operations and responsibilities of 

the committee are consistent with ASX Principle 4. 

The committee met eight times during the year ended 

30 June 2007. Details of meeting attendance for committee 

members are set out in the Directors’ Report on page 121 of 

this Annual Report.

The Audit Committee’s Charter is made available from the 

corporate governance section of the company’s website. 

Independence of the External Auditor

Appointment of auditor

The company’s external auditor is Ernst & Young. 

The effectiveness, performance and independence of 

the external auditor is reviewed by the Audit Committee. 

If it becomes necessary to replace the external auditor for 

performance or independence reasons, the Audit 

Committee will formalise a procedure and policy for the 

selection and appointment of a new auditor.

Independence declaration

The Corporations Act 2001 requires the external auditor to 

make an annual independence declaration, addressed to 

the Board, declaring that the auditor has maintained its 

independence in accordance with the Corporations Act 

2001 and the rules of the professional accounting bodies. 

Ernst & Young has provided an independence declaration 

to the Board for the financial year ended 30 June 2007. 

The independence declaration forms part of the Directors’ 

Report and is provided on page 124 of this Annual Report.

Rotation of lead external audit partner

Mr Sean Van Gorp is the lead audit partner for 

Ernst & Young in relation to the audit of the company. 

Board Charter

Audit Committee Charter

Nomination Committee Charter

Remuneration Committee Charter

Board Code of Conduct

Code of Ethics and Conduct

Market Disclosure Policy

Share Trading Policy
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Mr Van Gorp’s appointment was effective on 1 July 2006. 

Mr Greg Meyerowitz was previously the lead audit partner.

Restrictions on the performance of non-audit services by 
external auditors

As part of the company’s commitment to safeguarding 

integrity in financial reporting, the company has 

implemented procedures and policies to monitor the 

independence and competence of the company’s 

external auditor.

The Audit Committee has implemented a process that 

requires the prior approval of the Company Secretary for 

the provision of any non-audit services to the company or 

its related companies by the external auditor. In cases of 

uncertainty, a proposed engagement is referred to the 

Audit Committee. The Audit Committee has also approved 

guidelines to assist in identifying the types of services that 

may compromise the independence of the external 

auditor. Examples of services that are considered to 

potentially compromise audit independence include 

valuation services and internal audit services. Details of 

fees paid (or payable) to Ernst & Young for non-audit 

services provided to the Wesfarmers group in the year 

ended 30 June 2007 are set out in the Directors’ Report on 

page 123 of this Annual Report.

The Board has considered the nature of the non-audit 

services provided by the external auditor during the year 

and has determined that the services provided, and the 

amount paid for those services, are compatible with the 

general standard of independence for auditors imposed 

by the Corporations Act 2001 and that the auditor’s 

independence has not been compromised. 

Attendance of external auditors at annual general 
meetings

In accordance with ASX Principle 6 and the Corporations 

Act 2001, Ernst & Young attend and are available to answer 

questions at the company’s annual general meetings. 

In addition to their right to ask questions at annual general 

meetings, shareholders may submit written questions for 

the external auditors to the Company Secretary no later 

than five business days before an annual general meeting.

PRINCIPLE 5: MAKE TIMELY AND BALANCED 
DISCLOSURE
Continuous disclosure 
The company understands and respects that timely 

disclosure of price sensitive information is central to 

the efficient operation of the securities market and has 

adopted a comprehensive Market Disclosure Policy 

covering:

• announcements to the ASX;

• prevention of selective or inadvertent disclosure;

• conduct of investor and analysts briefings;

• media communications;

• commenting on expected earnings;

• communication black-out periods; and

• review of briefings and communications.

Under the Market Disclosure Policy, the Company 

Secretary, as the nominated disclosure officer, has 

responsibility for overseeing and co-ordinating the 

disclosure of information by the company to the ASX and 

for administering the policy and the group’s continuous 

disclosure education programme.

The Company Secretary, as the disclosure officer, is also 

responsible for referring matters to the Board’s disclosure 

committee. Matters referred to the disclosure committee, 

and decisions made by the committee, are recorded and 

referred to the Board at its next meeting. The disclosure 

committee is comprised of the Managing Director and the 

Finance Director. 

The Market Disclosure Policy, and the associated training 

and education programme, is reviewed and monitored by 

the Audit Committee. Compliance with the policy is also 

monitored by the Board. The company’s Market Disclosure 

Policy is consistent with ASX Principle 5. A summary of the 

policy is available from the corporate governance section 

of the company’s website.

Additional company policies 
In addition to the policies on market disclosure and share 

trading, the company has adopted a range of policies 

which have group wide application. These policies allow 

for the divisions to establish policies and procedures 

governing their own operations while seeking to ensure 

that a consistent approach and minimum acceptable 

standards are maintained across the group.

PRINCIPLE 6: RESPECT THE RIGHTS OF 
SHAREHOLDERS

Communications with shareholders 
The company places considerable importance on effective 

communications with shareholders. The company’s 

communications strategy promotes the communication of 

information to shareholders through the distribution of an 

annual report and half-year report, announcements 

through the ASX and the media regarding changes in its 

businesses, and the Chairman’s address at the annual 

general meeting. Wesfarmers also conducts live webcasts 

of major institutional investor and analysts briefings. 

These webcasts, together with annual and half-year 

reports, ASX and media releases, and copies of significant 

business presentations and speeches, can be accessed 

from the company’s website.

The company also provides shareholders with the 

opportunity to receive email alerts of significant 

announcements and advises of the availability of reports 

on the company’s website.

The company regularly reviews its communication 

strategy and underlying policies and processes to ensure 

effective communication with shareholders is maintained.

Annual general meeting
The company’s annual general meeting is a major forum 

for shareholders to ask questions about the performance of 

the Wesfarmers group. It is also an opportunity for 

shareholders to provide feedback to the company about 

information provided to shareholders.

In response to suggestions made by shareholders in 2006, 

the company has introduced an annual shareholder 

review, an easy to read summary of the annual report. 

A number of shareholders have elected to receive the 

review in place of the annual report. Both reports are 

available from the company’s website.
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Election to receive an electronic notification about the 
annual report
Following recent changes to the Corporations Act 2001, the 

company will be offering shareholders the option of 

receiving an email about the release of future annual 

reports instead of receiving a hard copy report. Further 

information about the election to receive electronic 

notification of future annual reports is provided as part of 

the material to be sent to shareholders for the 2007 annual 

general meeting.

PRINCIPLE 7: RECOGNISE AND MANAGE RISK
Risk identification and management 
Consistent with ASX Principle 7, the company is committed 

to the identification, monitoring and management of risks 

associated with its business activities and has embedded, 

in its management and reporting systems, a number of risk 

management controls. 

The risk management controls adopted by the company 

include:

• guidelines and limits for approval of capital 

expenditure and investments;

• a group compliance programme supported by approved 

guidelines and standards covering safety, the 

environment, legal liability, risk identification, 

quantification and reporting, and financial controls;

• a comprehensive annual insurance programme 

including external risk surveys; 

• policies and procedures for the management of 

financial risk and treasury operations, including 

exposures to foreign currencies and movements in 

interest rates;

• a formal dynamic planning process of preparing five 

year strategic plans each year for all businesses in the 

group;

• annual budgeting and monthly reporting systems for all 

businesses, which enable the monitoring of progress 

against performance targets and the evaluation of 

trends;

• directors’ financial due diligence questionnaires to 

management;

• appropriate due diligence procedures for acquisitions 

and divestments; and

• crisis management systems for all key businesses in 

the group. 

Management is ultimately responsible to the Board for the 

group’s system of internal control and risk management. 

The Audit Committee assists the Board in relation to risk 

management and, at designated months of the year, 

receives reports from the divisions on risks associated 

with legal liability, financial controls, and environment, 

health and safety.

The internal audit function is independent of the external 

audit function. The Group Internal Audit Manager, who 

reports to the Finance Director, monitors the internal 

control framework of the group and provides reports to the 

Audit Committee. The Audit Committee approves the 

internal audit charter and the annual internal audit plan 

to ensure that planned audit activities are aligned to 

business risks. The Audit Committee also reviews internal 

audit reports issued by the Group Internal Audit Manager 

and monitors progress with recommendations made in 

those reports to ensure the adequacy of the internal 

control environment.

Risk management and integrity of financial reporting
In accordance with ASX Principle 7, the Managing Director 

and Finance Director have provided the Board with a 

written statement for the year ended 30 June 2007 that:

• the statement given with respect to the integrity of the 

financial statements (referred to under the heading 

“Financial reporting” in Principle 4: Safeguard 
Integrity in Financial Reporting) was founded on a 

sound system of risk management and internal 

compliance and control which implements the policies 

adopted by the Board; and

• the company’s risk management and internal 

compliance and control system was operating 

efficiently and effectively in all material respects.

This statement was also signed by the General Manager, 

Group Accounting.

PRINCIPLE 8: ENCOURAGE ENHANCED PERFORMANCE
Review of Board performance 
The Board will be conducting a self evaluation 

performance review in 2008 covering the Board and its 

standing committees. Feedback on the performance of the 

Board and its committees will be obtained through the 

completion of a detailed questionnaire by directors. 

The results will be considered by the Board as part of its 

annual planning session.

Review of performance by executive directors and senior 
executives
Details of the performance review process for executive 

directors and senior executives are set out in the 

Remuneration Report, which forms part of the Directors’ 

Report on pages 125 to 135 of this Annual Report.

PRINCIPLE 9: REMUNERATE FAIRLY AND RESPONSIBLY
Board remuneration 
Remuneration pool

The current annual remuneration pool for non-executive 

directors is $2,250,000. This fee pool was approved by 

shareholders at the annual general meeting held on 

8 November 2004.

It is proposed that the remuneration pool limit be increased 

to $3 million per financial year (an increase of $750,000) 

with effect from 1 January 2008. In accordance with the 

company’s Constitution and the ASX Listing Rules, 

shareholders will be asked to consider and, if thought fit, 

pass a resolution approving the proposed increase at the 

annual general meeting to be held in November 2007. 

Further information about the proposed increase in the 

remuneration pool is provided in the notice of meeting.

Details of annual fee rates are set out in the Remuneration 

Report, which forms part of the Directors’ Report on pages 

125 to 135 of this Annual Report.

Non-executive director share plan

A share plan for non-executive directors was approved 

by shareholders at the annual general meeting held on 

1 November 2006. Directors can elect to participate in 

the share plan through a salary-sacrifice arrangement. 

Shares are held by the plan trustee and are subject to 

certain holding restrictions. Details of the share plan are 

set out in the Remuneration Report, which forms part of 
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the Directors’ Report on pages 125 to 135 of this Annual 

Report. No shares were allocated to non-executive 

directors under the plan in the year ended 30 June 2007.

Remuneration of executive directors and senior 
executives
Details of remuneration for executive directors and senior 

executives are set out in the Remuneration Report, which 

forms part of the Directors’ Report on pages 125 to 135 of 

this Annual Report.

The Remuneration Report also sets out details of 

remuneration practices and policies of the Wesfarmers group.

Awards of shares made to executive directors under the 

company’s long-term incentive plan are acquired 

on-market during the ordinary course of trading on the 

ASX. Under ASX Listing Rule 10.14, there is no obligation on 

the company to obtain shareholder approval for the 

acquisition of shares on behalf of the executive directors. 

There is no dilution of shareholders’ interests 

as the shares are acquired on-market.

Remuneration committee 
The specific responsibilities of the Remuneration 

Committee are set out in the committee’s Charter, which 

reflects the requirements of ASX Principle 9.

The Remuneration Committee’s responsibilities include:

• reviewing and making recommendations to the Board 

on remuneration for the non-executive directors and 

fixed and variable remuneration of the Managing 

Director (including the level of participation in the long-

term incentive plan);

• reviewing and approving recommendations from the 

Managing Director on fixed and variable remuneration 

for senior executives (including the level and nature of 

participation in the long-term incentive plan); and

• reviewing and approving human resources policies and 

practices for senior executives.

The Remuneration Committee was established as a 

separate Board committee from 1 January 2007. In the 

period from 1 July to 31 December 2006, the remuneration 

functions were carried out by the Nomination and 

Remuneration Committee.

The members of the Remuneration Committee at the date 

of this report are:

• Mr Trevor Eastwood (Chairman)

• Mr Colin Carter

• Mrs Patricia Cross

• Dr Robert Every (from 1 September 2007)

The members of the Nomination and Remuneration 

Committee were:

• Mr Trevor Eastwood

• Mr Colin Carter

• Mrs Patricia Cross

• Mr Trevor Flügge (until 3 July 2006)

• Mr Lou Giglia (until 1 November 2006)

The composition, operation and responsibilities of the 

committee are consistent with ASX Principle 9.

The committee (as the Remuneration Committee or as part 

of the Nomination and Remuneration Committee) met once 

during the year ended 30 June 2007. Details of meeting 

attendance for committee members are set out in the 

Directors’ Report on page 121 of this Annual Report.

A summary of the committee’s role, rights, responsibilities 

and membership requirements is available from the 

corporate governance section of the company’s website.

PRINCIPLE 10: RECOGNISE THE LEGITIMATE 
INTERESTS OF STAKEHOLDERS
As detailed under Principle 3: Promote Ethical and 
Responsible Decision-Making, the Board has adopted:

• a Code of Conduct to guide the directors and promote 

high ethical and professional standards and 

responsible decision-making; and

• a Code of Ethics and Conduct for all employees 

(including directors), which is aimed at maintaining 

the highest ethical standards, corporate behaviour 

and accountability across the group.

For further information about Wesfarmers’ corporate governance practices, please visit: Corporate 

governance 

practices www.wesfarmers.com.au




