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farmers’ co-operative determined our early focus on
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community. While maintaining this focus, we have
undertaken a diversification programme over the past
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Annual general meeting
The 18th annual general meeting of Wesfarmers Limited
will be held at Hyatt Regency Perth, 99 Adelaide Terrace,
Perth on Monday 1 November 1999 at 2.00 pm.
Annual Report Cost
50,000 copies of this annual report have been produced at a
cost of about $3.00 per copy.
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This site contains the company’s latest annual report, interim reports
and media statements released through the Australian Stock Exchange.
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Shareholder inquiries

Electronic payment of dividends

Please contact our share registry if you have questions about
your shareholding or dividends:

Shareholders may nominate a bank, building society or credit union
account for the payment of dividends by direct credit. Payments are
electronically credited on the dividend date and confirmed by
mailed payment advice. Shareholders wishing to take advantage of
payment by direct credit should contact our share registry.

Computershare Registry Services Pty Limited
Level 2, Reserve Bank Building
45 St George’s Terrace
Perth, Western Australia 6000
Telephone: (08) 9323 2000
Facsimile: (08) 9323 2033
When communicating with our share registry, it will assist if you
can quote your current address together with your Security
Reference Number (SRN) or Holder Identification Number
(HIN) as shown on your Issuer Sponsored/CHESS statements.
Publications
The annual report is the main source of information for
shareholders. In addition, shareholders are sent a half year
report which reviews, in summary, the six months to December.
Other publications available on request include March and
September quarterly reports and the Chairman’s address given at
the annual general meeting in November.

Uncertificated share register
The Wesfarmers share register is now totally uncertificated.
Two forms of uncertificated holdings are available to shareholders:
Issuer sponsored holdings. This type of holding is sponsored
by Wesfarmers and has the advantage of being uncertificated
without the need to be sponsored by a stockbroker.
Broker sponsored holdings. Shareholders may arrange to be
sponsored by a stockbroker who will require you to sign a
sponsorship agreement. This type of holding is attractive to
regular stockmarket traders or those shareholders who have
their share portfolio managed by a stockbroker.
Holding statements are issued to shareholders within five
business days after the end of any month in which transactions
occur that alter the balance of your holding.
Change of address or banking details

Further information and publications about our operations are
available from the Public Affairs Co-ordinator, telephone
(08) 9327 4257 or from our website.

You should notify our share registry in writing immediately if
you have changed your address or banking details for dividends
electronically credited to a bank account.

Dividend investment plan

Removal from annual report mailing list

We have, for the time being, suspended our dividend investment
plan as a measure to manage the company’s low level of debt
and the strong cash flow generated from group businesses.
The plan will be reinstated when gearing has risen to target levels.

Shareholders can choose not to receive an annual report by
contacting our share registry. You will continue to receive all
other shareholder information including the notice of annual
general meeting and proxy form.

Shareholders will be advised when the plan is to be
recommenced and those participating members at the time that
the plan was suspended will automatically be reinstated unless
they have advised that they wish to be deleted from the plan.

Stock exchange listing
Wesfarmers shares are listed on the Australian Stock Exchange and
reported in the “Industrial” section in daily newspapers - code WES.
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OUR OBJECTIVE
The Wesfarmers corporate objective
is to provide a satisfactory return
to shareholders.
We aim to achieve this by,
• satisfying the needs of customers through
the provision of goods and services on a
competitive and professional basis
• providing a fulfilling and safe working
environment for employees, rewarding
good performance and providing
opportunities for advancement
• contributing to the growth and prosperity
of Australia by conducting existing
operations in an efficient manner and by
searching out opportunities for expansion

Who

we are
Wesfarmers is one of Australia’s largest public companies with
an annual turnover of around $3 billion.
Our single corporate objective is to provide a satisfactory return
to shareholders. We are ranked with the leading performers
among Australia’s top 100 listed companies in shareholder
return. We see this as the ultimate test of our performance.
Our business interests cover fertiliser and chemicals manufacture,
gas processing and distribution, coal mining and production,
building materials, hardware retailing and forest products,
rural merchandise and services, transport, and insurance.
We are actively expanding our existing businesses and seeking
new opportunities throughout Australia and overseas.

• responding to the attitudes and
expectations of the communities in which
we operate and placing strong emphasis
on achieving sustainable development and
protection of the environment
• acting with integrity and honesty
in dealings both inside and outside
the company.

Our goals
& achie vements
SHAREHOLDER VALUE
Goal
• to achieve a return on shareholders’ funds of at least
14 per cent before abnormal items

Achievement
• return on shareholders’ funds of 15 per cent in 1998/99

FINANCIAL
Goals

Achievements

• to maintain the group debt to equity ratio in a range
between 40 per cent and 65 per cent

• group debt to equity ratio of 36 per cent at 30 June 1999

• to maintain a minimum interest cover of at least four
times on a cash basis

• interest cover of 23 times on a cash basis for the
1998/99 financial year

GROWTH STRATEGIES
Goals
• to enhance the performance of existing businesses
• to encourage the expansion of existing businesses by
acquisition and greenfields development
• to achieve growth by expansion into new businesses
• to enhance the value of Wesfarmers through sound
financial management and maintaining a positive image
in the community

Achievements
• 13 new Bunnings warehouse stores opened in
mainland Australia
• first coal extracted from the new Bengalla joint-venture
mine in the Hunter Valley, New South Wales
• CSBP’s new $150 million ammonia plant at Kwinana in
Western Australia due for completion in the second
quarter of the 1999/2000 financial year
• joint venture development of an ammonia nitrates plant
at Moura in Queensland due for completion in early 2000
• feasibility study covering the development of stage two of
the Ord River irrigation area continued during the year

CREATING WEALTH AND ADDING VALUE
1999
$m

1998
$m

Total operating revenue

3,119

2,823

Total cost of materials, goods and services and other external costs

2,268

2,003

851

820

Wealth creation

Total value-added, representing the wealth created by Wesfarmers
This created wealth was shared as follows:
•

to employees as salaries, wages and other benefits

370

350

•

to governments as income tax, royalties and other taxes

158

177

•

to lenders as interest on borrowed funds

23

18

•

to shareholders as dividends on their investment

178

165

•

reinvested in the business as depreciation, amortisation and retained earnings

122

110
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Financial overvie w

1999

1998

% Change

Operating revenue

$m

3,119

2,823

+ 10.5

Operating profit before abnormal items, interest and tax

$m

268

271

- 1.1

Operating profit before abnormal items and tax

$m

251

259

- 3.1

Operating profit after tax before abnormal items

$m

178

166

+ 7.2

Dividends

$m

178

165

+ 7.9

Total assets

$m

2,576

2,374

+ 8.5

Net borrowings

$m

438

350

+ 25.1

Shareholders’ equity

$m

1,207

1,170

+ 3.2

Capital expenditure on property, plant and equipment

$m

352

375

- 6.1

Depreciation and amortisation

$m

120

109

+ 10.1

cents

71.9

70.6

+ 1.8

%

15.0

15.2

- 1.3

cents

67

66

+ 1.5

Net tangible assets per share

$

3.96

4.06

- 2.5

Cash flow per share

$

1.16

1.12

+ 3.6

%

36.3

29.9

+ 21.4

times

22.9

31.6

- 27.5

Earnings per share before abnormal items and goodwill amortisation
Return on average shareholders’ equity before abnormal items
Dividends per share

Gearing (net debt to equity)
Net interest cover before abnormal items (cash basis)
For a detailed financial history, refer to page 72.
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Dear

Shareholder
HARRY PERKINS

It is with pleasure that I provide this brief introduction to the Wesfarmers 1999 annual report.
Once again the result was a record for the Wesfarmers group, although the relative fortunes of
our portfolio of diversified businesses were somewhat mixed.
The result was marked by a significantly higher contribution from the Bunnings national
hardware retailing business which continues to go from strength to strength. This was offset by
lower earnings from the group’s rural and mining related businesses which were all affected by a
downturn in commodity prices similar to that experienced in 1995/96. Revenue and earnings
from the energy business was steady compared to last year.
Difficult trading conditions are likely to persist in the short term in some of our business segments,
but the underlying strength of the Wesfarmers group gives the board confidence about prospects for
the continued growth in revenue and earnings in the 1999/2000 financial year and beyond.
Factors affecting 1998/99 results and comments on the future prospects for the group are
discussed in more detail in the review by the Managing Director, Michael Chaney, and the
operational reports which follow. I encourage you to read all of these reports.
Dividend
In line with the company’s current policy of maintaining a dividend payout ratio of 100 per cent
of after tax profit, a fully franked final dividend of 42 cents per share has been declared.
This lifts the full year distribution to 67 cents per share compared to last year’s 66 cents per share.
In declaring the final dividend, the directors also announced the suspension of the company’s
dividend investment plan in response to the group’s continuing low level of debt. This is explained
in more detail in the Managing Director’s review.
Employees
In conclusion, it is again my pleasant duty to acknowledge the important role played by all
Wesfarmers employees. One of the strengths of our group is the quality of our people and, on
behalf of the board, I would like to thank them all for their untiring efforts and commitment to
our company.
Yours sincerely

Harry Perkins
Chairman

Wesfarmers Limited 1999 annual report
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Challenges
for the future
MANAGING DIRECTOR’S REVIEW OF OPERATIONS
Wesfarmers was able to report another record
profit in 1998/99 despite difficult trading
conditions in some of its businesses.

superphosphate, reduced earnings in
Wesfarmers Dalgety’s wool broking activities
and lower mining chemicals sales.

Operating profit after tax (and before
abnormal items) rose seven per cent to
$177.5 million, with a higher contribution
from the Bunnings national hardware
retailing business offsetting lower earnings
from the group’s fertilisers/chemicals and
rural/insurance operations.

On the other hand the result was a gratifying
one because it illustrated the advantages of
the group’s diversification.

Earnings per share (before abnormal items
and goodwill amortisation) increased from
70.6 cents last year to 71.9 cents. In the
absence of the return of capital which
occurred in August 1998, basic earnings
per share would have increased by 2.8 cents
to 73.4 cents. Cash flow per share was $1.16
(last year $1.12 per share).
Operating revenue in 1998/99 totalled
$3.1 billion, representing an increase of
11 per cent on last year’s figure of $2.8 billion.
This year’s result included revenue of
$85 million from the sale of warehouses to
the Bunnings Warehouse Property Trust and
$65 million from the sale of SGIO shares.
A net abnormal profit of $1.9 million was
recorded for the year. This comprised abnormal
profits after tax of $12.3 million arising from
the sale of retail properties to the Bunnings
Warehouse Property Trust and $9.0 million
from the sale of shares in SGIO Insurance
Limited; and an abnormal loss of $19.4 million
after tax arising from a $30.3 million writedown of the group’s sawmilling, woodchipping
and timber processing assets operated by its
forest products subsidiary. This write-down has
resulted from a more subdued outlook for the
forest products business following recent
signing of the Regional Forest Agreement
combined with the subsequent announcement
by the Western Australian Government that the
cut of karri timber would be reduced
significantly from 1 January 2004.
The 1998/99 profit result was both
disappointing and gratifying. It was
disappointing because half way through the
year we believed that the full year result
would be quite a bit higher. It was only
during the third quarter that the effects of a
collapse in the wool market and gold price
started to flow through in lower orders for
5
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During previous cyclical downturns, in
1990/91 and 1995/96, total group profit fell.
This time round the strong results from
Bunnings hardware, a very solid performance
from the energy operations and a lower tax rate
enabled the full year profit to exceed last year’s.
As disappointing as cyclical downturns are,
within management we tend to be
philosophical about their significance. It is an
inevitable part of operating in basic Australian
industries, with their heavy dependence on
commodity cycles, that reduced profits will be
earned in certain sectors at certain times.
Our strategy is to minimise the effect this has
on group profits through diversification.

MICHAEL CHANEY

A diversified
business portfolio
OUR DIVERSIFICATION EXPOSES
US TO A BROADER RANGE OF
INDUSTRY SECTORS WHICH
PROVIDES SIGNIFICANT
ADVANTAGES OVER MORE
INDUSTRY “FOCUSSED” COMPANIES.

CYCLICAL DOWNTURNS IN
DIFFERENT INDUSTRY SECTORS CAN
BE COUNTERBALANCED BY STRONGER
PERFORMANCES IN OTHERS.

We believe that conglomerates like
Wesfarmers enjoy significant advantages over
more “focussed” companies. These go beyond
the profit smoothing effect described above;
an effect which, after all, can be achieved by
the investor through portfolio diversification.
Principal amongst these advantages is the
ability to apply effective, shareholder focussed
management systems across a portfolio of
companies. Wesfarmers has developed a set of
systems - specifically objective setting,
target setting, performance measurement,
management reporting, cash management,
corporate planning, project evaluation and
remuneration systems - which have a strong
shareholder return focus and add value to
operating companies in a way in which the
individual investor is not able.
A second significant advantage is that by taking
a portfolio approach and maintaining a single
corporate objective of “providing a satisfactory
return to shareholders”, the company is able to
remain dispassionate about investment
opportunities - or more specifically is able to
walk away from investments if they are judged
to be too expensive. The situation would be
very different if our objective were
“to be Australia’s major agribusiness” or
“to be Australia’s major energy company”.

Management systems with
a shareholder focus
PROFITS ARE MAXIMISED BY THE
APPLICATION OF RIGOROUS
SHAREHOLDER FOCUSSED
MANAGEMENT SYSTEMS ACROSS THE
ENTIRE PORTFOLIO OF BUSINESSES.

THESE SYSTEMS, WHICH
INCLUDE OBJECTIVE SETTING,
TARGET SETTING, PERFORMANCE
MEASUREMENT, MANAGEMENT
REPORTING, CASH MANAGEMENT,
CORPORATE PLANNING AND
REMUNERATION SYSTEMS, ADD REAL
VALUE AND ACCOUNTABILITY TO
ALL OUR OPERATING BUSINESSES.

It is important to understand the distinction
between strategy in our operating businesses
and at the corporate level. The subsidiary
companies are expected to develop
operationally-focussed strategies to meet
operational objectives like those described
above and their chief executives are rewarded
for successful strategy execution.

limit the call on the company’s capital which
the warehouse expansion programme would
otherwise have entailed.

As the holding company of a conglomerate,
however, Wesfarmers’ corporate strategies are
more generic; namely

During the year a number of new
acquisitions were evaluated. The company
made a takeover offer for SGIO Insurance
Limited and generated a $9.0 million profit
(after tax) through the sale of its 15 per cent
holding in that company to a higher bidder.

•

to run our businesses according to
“Best Practice” principles;

•

to expand those businesses as
opportunities allow; and

•

to manage our portfolio and balance
sheet actively in order to enhance
shareholder value.

The shareholder-return focussed systems
described earlier play a big part in executing
the first strategy. Throughout the group, and
at all levels, we endeavour to impart a strong
“return on capital” focus on the basis that our
obligation is to optimise the returns achieved
on the capital entrusted to us by shareholders.
In addition there is a continuing
“Best Practice” programme throughout the
group which focuses on operational issues
like safety, corporate compliance and more
recently, shared services. As part of this
programme, in September 1999 the company
held its fourth “Best Practice Conference”,
which was attended by 220 senior employees
and addressed issues varying from electronic
commerce to scenario planning.
The second strategy - expansion of existing
businesses - continues to generate significant
growth throughout the group.
For example, over the last year construction
was completed on the Bengalla coal mine in
New South Wales and the expansion of the
Premier coal mine in Western Australia.
An additional 13 Bunnings warehouse
hardware stores were constructed around
Australia, Air Liquide WA Pty Ltd completed
new air separation and carbon dioxide
recovery plants and Wesfarmers Transport
expanded into the Queensland sugar market.
Construction continued on budget in major
ammonia (Western Australia) and
ammonium nitrate (Queensland) plants.
The 1998/99 year saw a number of outcomes
from the third strategy - portfolio and
balance sheet enhancement.
During the year 16 Bunnings warehouses and
four sites were sold to the Bunnings Warehouse
Property Trust (BWPT) for $148 million.
The BWPT was listed in September 1998 and
has traded above its issue price since that date.
The sale of these properties was designed to
separate the operational and property aspects
of the Bunnings hardware business and to

In order to provide shareholders with funds to
subscribe for units in BWPT and as a balance
sheet management exercise, a return of capital of
50 cents per share was made in August 1998.

At year end the board announced the
suspension of Wesfarmers’ dividend investment
plan and the planned buy-back of up to five
per cent of the company’s shares. These moves
are intended to enhance the financial efficiency
of the group through a higher level of debt.
Our decisions concerning portfolio
expansion or contraction continue to be
driven by financial return considerations.
The fundamental requirement for success in a
conglomerate is having a sound portfolio of
businesses. In our view, the first determinant
of soundness is that the businesses have not
been acquired at excessive prices.
The continuous challenge for any company is
to identify and execute opportunities to add
value for shareholders. We believe that the
way to achieve that is to develop what have
been termed “growth enabling competencies”.
We have sought to do this in three ways;
namely through the management systems
described earlier, through a strong balance
sheet and through highly professional
corporate office functions, like our business
development group.
With those competencies in place,
management is confident that the company is
well positioned to achieve continued growth.
Wesfarmers now employs 12,700 people on
a full and part time basis across Australia.
The company’s success is due to the efforts
and dedication of those employees which
I acknowledge with thanks.
During the year two senior executives retired
after long periods of service with the company.
Harry Ramsay made a significant contribution
to the growth and development of the
Wesfarmers transport and energy businesses
during his 34 year career with the group.
In a career spanning 30 years, John Ring also
made a valuable contribution to the group,
in his role as Managing Director of
Wesfarmers Kleenheat Gas Pty Ltd and
subsequently of Wesfarmers Dalgety Limited.
Outlook
Despite difficult conditions persisting in
some businesses, continued growth in
revenue and earnings are expected to be
recorded in the 1999/2000 financial year.
Wesfarmers Limited 1999 annual report
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FROM LEFT

The Bunnings hardware warehouse chain
should continue to generate strong sales and
profit growth despite lower margins as the
business expands into some east coast markets
previously dominated by competitors.
The business is on track to open 10 to 15 new
hardware warehouse stores during the current
year. Development approvals have been
obtained for 10 stores to date and applications
for the remainder are in progress.
Bunnings Forest Products is budgeting for a
similar profit in 1999/2000 to that earned in
1998/99. The achievement of this will depend
upon the extent to which the operations are
affected by recent Government announcements
on the future of the karri industry. Whilst the
Government’s proposed changes will principally
affect operating profit after 2003, it is expected
that some redundancy costs and reduction in
woodchip earnings will occur in the interim.
An analysis is currently being conducted within
the company of the effects which the
Government’s announcements and the recently
signed Regional Forest Agreement will have on
the long term state of the forest industry.
During 1999/2000 the Wesfarmers coal
operations at Collie in Western Australia will
commence supply of coal to Western Power
under its new 1.2 million tonne contract.
An increase in earnings will flow from the
additional tonnage, although this will be
reduced by a fall in the average coal price
applying to the base contract tonnages; and
also as a result of the purchaser electing not
to take the optional 200,000 tonne quantity
of the contract for 1999/2000.
The Bengalla mine in New South Wales
(37 per cent owned) will complete its first
year of sales during 1999/2000, with volume
expected to be in the order of 1.5 million
tonnes. The mine, which will build up to a
production level of 5.5 million tonnes over
the next four years, is budgeted to operate at
a loss in the current year, at or above
breakeven in 2000/2001 and at a significant
profit level thereafter.
Wesfarmers’ gas operations are expected to
contribute a marginally lower profit during
the current year. The Kleenheat distribution
business should record higher earnings but
these are likely to be offset by lower returns
7

Wesfarmers Limited 1999 annual report

from the LPG extraction plant as a result of a
planned one-month scheduled maintenance
shutdown in the first half.
The results of the gas business will be affected
by fluctuations in the international price of
LPG. From July 1999 this price has risen to
levels atypical of those experienced previously
during the northern hemisphere summer.
High international prices benefit Wesfarmers’
LPG export operations but result in a margin
squeeze in the Australian distribution
operations, with a net negative effect on
group profits.

L TO R: MAYA VANDEN DRIESEN,
FRANCIS LANDELS (CHIEF LEGAL COUNSEL),
ADAM EWIN AND DAVID CLAYTON, MEMBERS OF
THE WESFARMERS CORPORATE LEGAL TEAM.
SARAH BOSITO AND TERRIE SPENCER WORKING IN
THE CORPORATE TREASURY OFFICE.

Wesfarmers CSBP is budgeting for increased
profits in 1999/2000 as a result of a recovery in
fertiliser sales and margins; and an increase in
contribution from ammonia products following
the completion of the new $150 million
ammonia plant in the second quarter.
Conditions in the rural sector are expected to
remain subdued in the year ahead, owing
principally to continued difficulties in the wool
and grain sectors. On the basis of the
assumption, however, that the group’s insurance
subsidiary will return to a normal level of
profitability, Wesfarmers Dalgety is budgeting
for a healthy increase in profit in 1999/2000.
Wesfarmers Transport is budgeting for an
increase in profit in the current year as its
rationalisation and integration programme
takes effect.
Interest costs for the Wesfarmers group will be
higher in the current year than in 1998/99,
principally as a result of interest being brought
to account on major projects once completed.
The increase in debt resulting from suspension
of the dividend investment plan and buyback
of shares will add to interest costs but these
actions are expected to have a positive effect
on earnings per share and return on equity.
A more detailed description of group
activities is contained in the following pages.

Michael Chaney
Managing Director

Our corporate strategies
OUR CORPORATE STRATEGIES ARE
TO RUN OUR BUSINESSES
ACCORDING TO “BEST PRACTICE”
PRINCIPLES, TO EXPAND THOSE
BUSINESSES AS OPPORTUNITIES
ALLOW, AND TO MANAGE OUR
PORTFOLIO AND BALANCE SHEET
ACTIVELY IN ORDER TO ENHANCE
SHAREHOLDER VALUE.

Oper ations
summ ary
Hardware & forest pr oducts
Tr a d ing Na mes
• Bunnings Building Supplies

M a j or a cti v i ti es
• Retailing building materials and hardware

• Bunnings Warehouse

• Forestry and timber operations

• WA Salvage

• Manufacture of products to service the
home building and construction industries

• Bunnings Forest Products
• Westwood Timber

Ener gy
Tr a d ing Na m es
• Kleenheat Gas

M a j or a cti v i ti es
• Marketing of gas and gas appliances

• Wesfarmers LPG

• LPG (liquefied petroleum gas) extraction
for domestic, commercial /industrial use
and export

• Air Liquide WA
• Wesfarmers Coal

• Manufacture and marketing of industrial
gases and equipment
• Coal mining and development

Fertilisers & chemicals
Tr a d ing Na m es
• Wesfarmers CSBP
• Australian Gold Reagents

M a j or a cti v i ti es
• Manufacture and marketing of broadacre
and horticultural fertilisers
• Manufacture and marketing of chemicals
and acids for industry, mining and
mineral processing
• Soil and plant testing and agronomy
advisory services

Rur al services & insur ance
Tr a d ing Na m es
• Wesfarmers Dalgety

M a j o r a cti v i ti es
• Wool and livestock marketing services

• Wesfarmers Federation Insurance

• Suppliers of rural merchandise
and fertiliser
• Real estate and rural property sales
• Seasonal finance, term loans and
deposit facilities
• Rural, domestic and commercial insurance

Tr ansport
Tr a d ing Na m es

M a j o r a cti v i ti es

• Wesfarmers Transport

• General and freezer freight transport

• Niteroad Express

• Specialised transport, bulk and heavy
haulage, warehousing and storage

• Johnstone River Transport

• Express freight transport

Wesfarmers Limited 1999 annual report
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Si gn ifi c ant events 1998/9 9
• Strong growth in warehouse hardware sales

F uture di recti o ns
• Continued national rollout of warehouse stores

• 13 new warehouse stores opened in
Bunnings national chain

• Restructure of forestry and timber operations

• 4,100 hectares of Eucalyptus globulus
established on private tree plantations

• Ongoing development of private
Eucalyptus globulus tree plantations
Percentage of total
operating revenue

Si gn ifi c ant events 1998/9 9
• Rationalisation and rebranding of
Kleenheat’s national branch network

F uture di recti o ns

• Increased LPG export sales

• Development of new markets such as simulated
natural gas

• Completion of the Premier open-cut coal mine
development at Collie in Western Australia
• First coal delivered by the Bengalla coal
mining joint venture in the Hunter Valley in
New South Wales

Si gn ifi c ant events 1998/9 9
• Reduced demand for pasture fertilisers due
to low wool and beef prices
• Demand for sodium cyanide impacted by fall
in gold prices

• Improved productivity
• Expansion of Kleenheat’s “Gas House” franchise

• Increased coal production to supply new Collie
Power Station from July 1999
• First full year of sales of coal extracted from
Bengalla coal mine

F uture di recti o ns
• Completion of a new $150 million ammonia
plant at Kwinana in Western Australia in the
second quarter of the 1999/2000 financial year
• Product research and development; technical
service extension
• Completion of the 180,000 tonne per annum
Queensland nitrates project early in calendar
year 2000

Si gn ifi c ant events 1998/9 9
• Low wool and beef prices

F uture di recti o ns
• Reduced costs and overheads

• Record turnover in merchandise business
• Increased rural lending

• New product development including risk
management products for wool growers

• Increased revenue from rural property and
real estate sales

• Continued expansion of merchandise and
fertiliser business
• Continued expansion of rural finance, real estate
and insurance services

Si gn ifi c ant events 1998/9 9

F uture di recti o ns

• Solid growth in operating revenue

• Expansion of transport activities outside
Western Australia

• Further expansion of logistics
management services

Percentage of total
operating revenue

Percentage of total
operating revenue

Percentage of total
operating revenue

• Development of integrated supply chain
management capability
Percentage of total
operating revenue
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Hardware &
forest products
We have interests in hardware retailing and
the production and marketing of
Western Australian timbers.

LEFT TO RIGHT
JOE BOROS
MANAGING DIRECTOR
BUNNINGS BUILDING SUPPLIES PTY LTD
WARREN MURPHY
MANAGING DIRECTOR
WESFARMERS BUNNINGS LIMITED
RON ADAMS
MANAGING DIRECTOR
BUNNINGS FOREST PRODUCTS PTY LTD
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Our national hardware retailing business
enjoyed another outstanding year;
a combination of the new warehouse
rollout programme and increased sales
from established stores. Results from our
timber and forest products business also
improved on last year, mainly due to
higher sales to interstate and
international markets.

third or fourth year of operation maintaining
their strong year-on-year sales growth.
While customer satisfaction levels are already
high, we continue to strive for further
improvement to our warehouse format with
strong emphasis on: our enormous product
range; achieving the highest possible levels of
service; and being the competition leader in
“every day low prices”.

Operating revenue for the financial year
increased by 31 per cent to $1.2 billion
and earnings before interest and tax of
$99.1 million (before abnormal items)
were 41 per cent higher than the
$70.1 million recorded in 1997/98.

The 13 new warehouse stores opened last
year included several smaller format stores
designed specifically for less densely
populated regional centres and to service
metropolitan markets where our existing
stores are over-shopped.

HOME AND
HARDWARE PRODUCTS
Bunnings Building Supplies is a specialist
retailer of home and garden improvement
products and building materials.
About 85 per cent of our business is
conducted with do-it-yourself consumers and
the balance with builders and contractors.
The business again performed strongly in
1998/99 with sales 31 per cent higher than
last year.
During the year 13 new warehouse stores were
opened expanding our national chain to 30.
Warehouse stores now account for 68 per cent
of total sales compared to last year’s 55 per cent
with individual stores now in their second,
11
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CUSTOMERS AT THE BUNNINGS WAREHOUSE AT
BALCATTA IN WESTERN AUSTRALIA.

Bunnings warehouse
store expansion
WE HAVE EMBARKED ON AN
INTENSE ROLLOUT PROGRAMME TO
EXPAND OUR NATIONAL CHAIN OF

BUNNINGS WAREHOUSE STORES.
DURING THE YEAR 13 NEW
WAREHOUSE STORES WERE OPENED
BRINGING THE TOTAL TO 30,
AND A FURTHER 15 ARE DUE TO
OPEN IN 2000.

We also opened our first six stores in
Queensland. This is the only State in
Australia where we cannot provide seven day
service to our customers because of
regulations which prevent trading on Sundays
and public holidays. We are working with
other concerned retailers to remove this
trading restriction.
We are progressing well with our 1999/2000
warehouse rollout programme which is likely
to see a further 15 stores operating prior to
our peak trading period in late 2000.
This warehouse building programme was
accompanied by a reduction in traditional
hardware stores which reduced from 40 to 27
during the 1998/99 financial year.
Although fewer in numbers, the remaining
stores continued to perform well in 1998/99
with strong store-on-store sales growth.

We now have almost 7,000 employees and
the numbers are increasing rapidly with our
warehouse store rollout programme.

south-west of Western Australia and also
produce woodchips for the export market from
sawmill and forest residues.

A modern and flexible technology base is
being developed to support the rapid growth
of our business. During the year a new point
of sale system was developed, year 2000
compliance testing was completed,
new financial software was introduced and
the implementation of a new human
resources/payroll package commenced.

We recorded improved results in 1998/99
mainly due to higher timber sales to
interstate and international markets.
Our overseas marketing initiatives over the
past few years have been directed mainly at
Japan and the United States of America
where we have been encouraged by strong
interest in the unique Western Australian
jarrah timber for use in the manufacture
of fine furniture, flooring and
commercial applications.

Further enhancements were made in the use of
radio frequency technology for stock ordering,
receivals and stocktake. Approximately
75 per cent of orders are now placed with
suppliers using internet and e-commerce.
A focus on
plantation timber
THE FUTURE WILL SEE AN
INCREASING EMPHASIS ON
PLANTATION TIMBER.

NEW PLANTINGS IN 1998/99 RAISED
OUR EUCALYPTUS PLANTATION
HOLDINGS TO 14,000 HECTARES
AND WE HAVE MANAGEMENT AND

Our bargain hardware and variety business operating as WA Salvage - returned to normal
profit levels under a new management
structure. At the beginning of the financial
year we withdrew from the Victorian market.
We opened an additional store in Mandurah
during the year, increasing the number of
WA Salvage stores in Western Australia to 17.

CUTTING RIGHTS TO A FURTHER

24,000 HECTARES. IN ADDITION,
WE OWN ABOUT 4,500 HECTARES

TIMBER AN D
FOREST PRODUCTS

OF PINE PLANTATIONS.

The core business activity of Bunnings Forest
Products is the production and marketing of
Western Australian timbers. We are actively
involved in the development and management
of eucalypt and pine plantations in the

International sales in 1998/99 were
52 per cent higher than the previous year
and interstate sales increased by 28 per cent
as a result of a stronger focus on this
market segment.
We remain firmly committed to our strategy
of developing new markets for value-added
Western Australian hardwoods. The business
has a significant investment in hardwood
value-added production facilities in the
south-west of Western Australia. More than
75 per cent of jarrah hardwood is currently
directed to higher value production.
Dry decorative timber sales increased by
28 per cent in 1998/99.
House building activity in Western Australian
was about 10 per cent higher in 1998/99,
and a further increase in new residential
construction is expected in the lead up to the
Wesfarmers Limited 1999 annual report
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FROM FAR LEFT
BUNNINGS INTRODUCED NEW POINT OF SALE
COMPUTER TECHNOLOGY DURING THE YEAR.
PICTURED IS THE CHECK-OUT SECTION OF OUR
BUNNINGS WAREHOUSE AT BALCATTA.
OUR NEW WA SALVAGE STORE AT MANDURAH IN
WESTERN AUSTRALIA.
4,100 HECTARES OF EUCALYPTUS GLOBULUS
WERE PLANTED IN SOUTH-WEST WESTERN AUSTRALIA
IN THE 1999 WINTER SEASON. PICTURED IS
SARA MATHIESON AT THE DIAMOND DALE TREEFARM
NEAR PEMBERTON.
AUTOMATED TIMBER HANDLING PLANT AT
FOREST PRODUCTS’ DEANMILL JARRAH SAWMILL.
THE OPERATOR IS JAMES FAGAN.

introduction of the Goods and Services Tax in
July 2000. We are well positioned to service
the demand for structural timber with pine.
Sales volumes from the 50 per cent owned
pine sawmill at Dardanup were 10 per cent
higher than last year. During the year the
drying capacity of the sawmill was expanded
to meet increasing demand for pine from the
Western Australian and interstate markets.
During the 1999 winter season we planted
about 4,100 hectares of Eucalyptus globulus on
private land in the south-west of Western
Australia and 350 hectares was established in
the Green Triangle area near Mt Gambier in
South Australia on behalf of a third party.
We now own 14,000 hectares of eucalyptus
plantations and have management and
cutting rights to a further 24,000 hectares.
In addition, we own about 4,500 hectares of
pine plantations.
13
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Woodchip sales in 1997/98 from native
forest waste and sawmill residues were
16 per cent below last year, but exports of
woodchips sourced from eucalyptus
plantations increased by 66 per cent to
63,000 tonnes. The level of demand for this
specie is encouraging, particularly in view of
the additional material that will be available
for harvest after the year 2000.

Ener gy
Wesfarmers’ energy segment incorporates the
group’s gas and coal operations.

DAVID ROBB
MANAGING DIRECTOR
WESFARMERS ENERGY LIMITED
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Our energy business recorded a steady
year with operating revenues and
earnings generally in line with last year
and budget expectations.
Operating revenue of $471.7 million was
four per cent higher than the 1997/98
figure of $455.1 million, but earnings
before interest and tax of $97.9 million
were marginally lower than last year’s
$99.8 million.

Perth and Adelaide markets due to a

FROM LEFT

reduction in the number of autogas sites

KAREN TAPPING AND JUSTIN GILMORE AT
KLEENHEAT’S MYAREE AUTOGAS CENTRE.

which we supply. The contribution from
appliance sales improved with better margins

LPG FUELLED FLAME CULTIVATION UNIT
OPERATING AT PAULIK & SONS FLOWER FARM AT
YANGEBUP NEAR PERTH.

despite lower overall sales in a generally flat
gas appliance retailing environment.
Operating costs were reduced during the year
due to further rationalisation of our company
operated branches and a reduction in
distribution costs. Margins were adversely
impacted by the higher cost of gas during the

GAS

last quarter and strong competition in all
metropolitan autogas markets.

Our gas business comprises three operating
segments: Wesfarmers Kleenheat Gas Pty Ltd
(retailing), Wesfarmers LPG Pty Ltd
(production and export) and Air Liquide
WA Pty Ltd (industrial gases).

A retail franchise concept called “Gas House”

Retail branding
to enhance gas

was launched in the eastern states and over

market presence

40 franchisees have now been appointed with

NEW RETAIL STRATEGIES WILL BOOST

this number set to increase in 1999/2000.

THE PRESENCE OF OUR GAS BUSINESS

In addition, our existing Kleenheat branches

AUSTRALIA-WIDE. A RETAIL

Kleenheat is a major distributor of liquefied
petroleum gas (LPG) and gas appliances to a
broad range of domestic, commercial,
autogas and industrial customers. We operate
in all mainland States of Australia through a
comprehensive network, which now
comprises some 36 company operated
branches and over 870 dealers supplying in
excess of 19,000 bulk and 200,000 domestic
customer installations.

have been re-branded which - combined with

FRANCHISE CONCEPT CALLED

the franchise stores - will significantly

“GAS HOUSE” WAS LAUNCHED IN

Gas sales were relatively flat during the
trading period mainly due to a mild start to
winter across Australia, affecting both bulk
and cylinder sales. In addition Kleenheat
experienced a fall in autogas sales in the

environmental management has been

15
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enhance our retail presence.
During the year, our national
“customer service centre” at Myaree in
Western Australia was expanded to cater for
increased customer gas orders and other
central administration functions.
Our commitment to safety, quality and
reinforced with a strong focus on
communication, training and consultation
with all staff, particularly those involved in
the direct handling of LPG.

THE EASTERN STATES. OVER 40
FRANCHISEES HAVE BEEN APPOINTED
WITH NUMBERS SET TO INCREASE.

OUR KLEENHEAT BRANCHES HAVE
BEEN RE-BRANDED TO STRENGTHEN
OUR RETAIL PRESENCE.

The Victorian gas crisis last year provided
impetus to a new initiative for Kleenheat in the
form of supplying LPG blended with air to
form simulated natural gas (SNG). This product
can be directly substituted for reticulated
natural gas in commercial applications.

We are committed to providing a safe

Kleenheat - as a significant provider
of LPG - will also benefit from a number of
“clean fuel” initiatives, which now form part
of the 1999 tax reform legislation.

a result, there have been no lost time injuries

Wesfarmers LPG owns and operates a plant
at Kwinana in Western Australia, which
extracts LPG from the natural gas stream in
the Dampier to Bunbury pipeline operated by
EPIC Energy.

Energy Limited. Air Liquide produces and

Product from the plant supplies much
of the State’s domestic market with the
balance exported to Japan under a long-term
sales contract.

working environment for all of our
employees. Using a consultative process,
management and employees have developed
health and safety programmes to successfully
control workplace risk. It is gratifying that, as
during the last two years.
Air Liquide WA Pty Ltd is a 40 per cent
owned company, managed by Wesfarmers
markets a comprehensive range of
industrial and medical gases as well as
welding products. Sales were six per cent
higher than last year and profits
increased significantly.
Air Liquide has benefited from the
expanded air separation plant at
Kwinana producing higher volumes of

The plant has operated at high levels of
availability and flow rates to achieve production
of 250,000 tonnes for 1998/99, just short of last
year’s record production of 255,000 tonnes.
Export sales of LPG to Japan of 187,000 tonnes
were up on last year’s 173,000 tonnes.

oxygen, nitrogen and argon and reducing

The increased export sales were offset by a
weaker international price, resulting in a profit
for the year which was in line with expectations.

Our Healthcare section has now been

dependence on imported product.
We have also secured a significant share of
the carbon dioxide market as a result of our
investment in a new carbon dioxide recovery
plant at Kwinana.

established, giving us a position in the
growing home health care market.
Wesfarmers Limited 1999 annual report
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FROM FAR LEFT
KLEENHEAT BULK STORAGE TANK AT
FLETCHER INTERNATIONAL ABATTOIR AT
NARRIKUP IN WESTERN AUSTRALIA.
CONVEYOR SYSTEM AT THE PREMIER COAL MINE
AT COLLIE IN WESTERN AUSTRALIA.
IAN ANNANDALE AND MATTHEW MORGAN
AT THE NEW WORKSHOP FACILITY AT THE
PREMIER MINE SITE.

COAL
Wesfarmers Coal Limited operates the Premier
open-cut coal mine near Collie, 200 kilometres
south of Perth in Western Australia.
Sales of 2.9 million tonnes of coal in
1998/99 were similar to last year. A decrease
in contract selling prices was offset by lower
operating costs resulting in a profit
contribution which was in line with 1997/98.
Overburden removal of 21 million bank
cubic metres in 1998/99 was 11 per cent
higher than last year.
Construction of our new facilities at the
Premier mine were completed during the year
and our mine is fully equipped and manned
with capacity to produce four million tonnes
of coal per annum. During 1999/2000 our
coal operations at Collie will start to supply
Western Power under a new contract to
supply an additional 1.2 million tonnes
per annum for its new Collie power station.
An increase in earnings will flow from the
17
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additional coal supplied under this contract,
although this will be reduced by a fall in the
average coal price realised and also because
Western Power has elected not to take an
optional 200,000 tonne portion of the
contract in 1999/2000.

Coal production
set to increase
NEW FACILITIES AT THE PREMIER

Wesfarmers Coal is committed to the
ongoing rehabilitation of mined out areas.
Our environmental management programme
includes specific projects to reduce waste and
improve energy efficiency. We were runner up
in the 1999 Western Australian Energy
Efficiency Awards and winner of the large
industry category in South West Waste
Management Awards.
Employee safety is being enhanced by training,
incident investigation and further development
of a comprehensive safety system.

MINE NEAR COLLIE WILL
GENERATE INCREASED COAL
PRODUCTION CAPACITY TO
SUPPLY THE NEW COLLIE POWER

STATION UNDER A CONTRACT
WITH WESTERN POWER IN

WESTERN AUSTRALIA.

Fertilisers
& chemicals
We are the major supplier of fertilisers and
chemicals to Western Australia’s agricultural,
mining and industrial sectors.

PETER KNOWLES
MANAGING DIRECTOR
WESFARMERS CSBP LIMITED
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Our business was affected in 1998/99 by
reduced fertiliser demand from the
pasture segment of the agriculture
market. A weaker Australian dollar early
in the financial year and historically low
prices for nitrogen fertilisers also
impacted on profitability.
Operating revenue decreased by
10 per cent to $419.5 million in 1998/99
and earnings before interest and tax of
$61.4 million were 22 per cent lower than
last year’s result.

FERTILISERS

Demand for the “Ag” range of fertilisers
including Agras, Agstar and Aglow remained
strong with many farmers opting to use the
trace element containing variants of these
products to maintain soil micronutrient
status. Three new products were produced
and tested at farm scale as a prelude to full
commercial release in the year 2000.

PRIMARY PRODUCER, BOB BAKER AND
CSBP’S KATANNING AREA MANAGER, LIZ EASTON
EXAMINING PRODUCE IN THE FIELD AT RED HILLS
FARM AT ARTHUR RIVER IN WESTERN AUSTRALIA.

During the year, we continued to actively
support the development of agriculture in
Western Australia. A new Manager –
Technical Services was appointed, to ensure
that we retain our position as the technical
leader in soil fertility and plant nutrition.

New product
development by CSBP
THE DEVELOPMENT OF NEW
FERTILISER PRODUCTS AND BLENDS
IS CREATING A STRONG
FOUNDATION FOR FUTURE
GROWTH OF CSBP. WE ARE

CSBP manufactures and distributes an
extensive range of fertilisers from five Western
Australian locations, at Kwinana, Geraldton,
Bunbury, Albany and Esperance.
A record grain harvest again in 1998 and
good early rains in 1999 resulted in strong
sales of cropping fertiliser in 1998/99.
Competition intensified in this market
segment during the year - particularly for
commodity products such as urea - limiting
our opportunity to take advantage of the
growth in demand. Continuing depressed
wool and beef prices reduced the demand for
pasture fertiliser. As a result, total fertiliser
sales of 1.0 million tonnes were 17 per cent
lower than last year with most of the shortfall
in superphosphate. In view of this trend, in
May 1999 we decided to cease the
manufacture of superphosphate at Geraldton,
where production first commenced in 1929.
19
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Use of CSBP’s soil fertility services continued
to grow. The number of soil samples
submitted was up some seven per cent on the
previous year. As well as continuing to provide
the basis for nitrogen and phosphate fertiliser
applications to a large proportion of the State’s
cropping programme, our soil analysis service
is identifying a growing number of situations
where the application of potassium or lime are
required to improve productivity.
We continued our field trial programme
during the year with emphasis on the
maintenance and improvement of soil fertility
under more intensive and higher productivity
cropping regimes. During the year work
commenced on a project with the objective of
identifying and ameliorating limits to higher
productivity within individual paddocks.
This work will be extended and progressively
commercialised through 1999 and 2000.

WORKING CLOSELY WITH FARMERS
AT A GRASSROOTS LEVEL TO ASSESS
THEIR NEEDS AND RESPOND WITH
INNOVATIVE NEW PRODUCTS.

Our fertiliser manufacturing operations
performed well in 1998/99 with improved
plant availability and quality control in
Investment in new
chemical technologies
A NEW $150 MILLION AMMONIA
PLANT AT KWINANA IN WESTERN

both the superphosphate manufacturing
plant and granulating plant at Kwinana.
We were particularly pleased with the

AUSTRALIA WILL BE COMPLETED IN

performance of the phosphate and fluorine

THE SECOND QUARTER OF THE

recovery systems installed in the

1999/2000 FINANCIAL YEAR

superphosphate plant. The system which

SETTING NEW STANDARDS IN

recycles fluosilicic acid and entrained rock

EFFICIENCY AND PRODUCTIVITY.

phosphate dust has all but eliminated

THE PLANT WILL MEET EXPANDING

phosphorus and fluorine discharges

DEMAND FOR AMMONIA FROM A

from the plant and reduced overall site

COST-EFFECTIVE LOCAL

discharges significantly.

MANUFACTURING SOURCE.

Our staff hosted visits at a number of
locations from many customer, community
and educational groups during the year.
These visits improve awareness of the
integration of our manufacturing,

CHEMICALS
Ammonia/ammonium nitrate
Production and sales of ammonium nitrate,
in both solid and solution form, were
satisfactory for the year, with tonnages up by
some 10 per cent, despite a weakening in
demand from some mining sectors. Solution
sales were strong, a trend continuing from the
previous year. We were particularly pleased
with the record production achieved at
Kwinana - with an output above the nominal
plant capacity.
Manufacture of ammonia in the last full year
of operation of the old plant was also above
expectations, however deliveries to Western
Australia’s new lateritic nickel projects were
substantially below budget, reflecting the
extended commissioning programmes that
these projects have encountered.

environmental performance, product quality
and occupational health and safety
objectives. Such visits are particularly
appreciated by science and agribusiness
students at tertiary institutions.
We expect modest growth in fertiliser usage
on broadacre crops. Continuing unfavourable
terms of trade for wool growers, however,
will constrain the use of superphosphate on
pastures. Western Australia’s growing
viticulture, horticulture and plantation timber
sectors will see growth in fertiliser demand
from these industries.

Construction of the new ammonia plant
remains on schedule, with first commercial
production likely in the second quarter of the
1999/2000 financial year. It is also expected
that offtake by the nickel producers will
strengthen co-incidentally at this time.
Development of the Queensland nitrates
project - a joint venture with Dyno Nobel
Asia Pacific and The National Mutual Life
Association of Australasia Limited continued throughout the year. Construction
of the 180,000 tonne per annum integrated
ammonium nitrate facility is well advanced,
Wesfarmers Limited 1999 annual report
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FROM FAR LEFT
PRIMARY PRODUCER BOB BAKER DISCUSSING
FARM TECHNOLOGY WITH CSBP’S KATANNING
AREA MANAGER LIZ EASTON.
WESFARMERS CSBP’S NEW AMMONIA PLANT AT
KWINANA DUE FOR COMPLETION IN THE SECOND
QUARTER OF THE 1999/2000 FINANCIAL YEAR.
CSBP’S NEW AMMONIA LOADING STATION
AT KWINANA.
CSBP’S KWINANA AMMONIA PLANT
UNDER CONSTRUCTION.

with completion scheduled for very early in
calendar 2000. Operating management and
personnel have been recruited and are
participating in the progressive
commissioning of the plant.
Sodium cyanide

Industrial chemicals
Sales of industrial chemicals and chlor
alkali products were generally slightly lower
than in the previous year, with the exception
of industrial urea where the reduction was
more significant. Plant performance was
generally satisfactory.

Demand for sodium cyanide was adversely
impacted by the continuing fall in gold
prices throughout the year. Several of
Australian Gold Reagents’ customers closed
operations, and others deferred any
consideration of new projects.
The fall in gold prices to 20 year low levels
also placed significant pressure on cyanide
suppliers to reduce prices. Despite these
challenging business conditions, AGR’s sales
volumes were only some three per cent
below levels prevailing in 1997/98.
Margins and profitability were, however,
significantly reduced.
The outlook for this business is one of a
continued difficult trading environment in
the short term. Under these circumstances,
AGR will continue to seek ways to improve
plant utilisation and efficiency.
21
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We continue to investigate the feasibility of
closing our 30 year old sulphuric acid plant,
and importing acid under a long term contract.

Rural services
& insurance
We are one of Australia’s largest suppliers of
services to the rural sector.

RICHARD GOYDER
MANAGING DIRECTOR
WESFARMERS DALGETY LIMITED
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A strong feature of our year was the
continued growth in merchandise sales
and higher revenue generated by our
livestock, insurance and real estate
activities. On the downside, trading
conditions were affected by continuing
low wool prices. Wesfarmers Federation
Insurance achieved modest premium
growth in the face of severe competition,
but earnings were affected by a high
level of claims arising from
weather-related incidents.
Operating revenue for the 1998/99
financial year totalled $755.5 million,
an increase of two per cent on last year’s
figure, but earnings before interest and
tax declined from $27.9 million last year
to $23.3 million.

MERCHANDISE
Merchandise turnover set new records and
higher margins were achieved despite the
competitive nature of the market.
Our strategy to develop our merchandise and
agricultural chemical businesses was reflected
in the commissioning of new, purpose-built
23
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branch premises in a number of locations,
including Bordertown in south-east South
Australia, Shepparton in Victoria, Wagga
Wagga and Griffith in New South Wales and
Bowen in far north Queensland. Further
redevelopments are underway.
Supporting our expanding agricultural
chemical business is a team of over
70 agronomists strategically located to
provide technical advice to the cropping,
horticultural and grazing industries.
During the year, we established SeedTech,
a specialist business which will focus on
emerging opportunities in seeds, grain
and biotechnology.

RURAL CUSTOMER BEING ASSISTED BY PHIL DE GRUCHY
AT WESFARMERS DALGETY’S BUNBURY STORE.

Initiatives to
increase profitability
IN THE FACE OF DIFFICULT WOOL
MARKET CONDITIONS, WESFARMERS

DALGETY HAS INTRODUCED A
NUMBER OF NEW STRATEGIES TO
BOOST PROFITABILITY.

THESE INCLUDE THE FORMATION
OF AUSTRALIAN WOOL HANDLERS,
A JOINT VENTURE DESIGNED TO

WOOL
The Australian wool industry continued to
experience historically low wool prices, with the
Eastern and Western Market Indicators falling
13 and 17 per cent respectively to 537 and 477
cents per kilogram clean. Consequently,
production has maintained a downward trend
and is estimated to have fallen to 636 million
kilograms from a flock of 118 million, the
lowest number since the mid-1950’s.

RATIONALISE OUR WOOL HANDLING
BUSINESS, AND FIBRE DIRECT
WHICH IS A NEW MARKETING
INNOVATION FOR GROWERS.

We have responded to the difficult wool
market conditions with a number of strategies.
•

•
Building relationships
on the Internet
THE INTERNET IS GAINING
POPULARITY IN RURAL COMMUNITIES
AS A COMMUNICATION NETWORK.

WESFARMERS DALGETY HAS
EMBRACED THIS NEW TECHNOLOGY
AS A MEANS OF BUILDING CLIENT
RELATIONSHIPS. OUR WEB SITE IS
ATTRACTING A GROWING NUMBER
OF WOOLGROWERS WHO ARE USING
THE SITE AS A VALUABLE FARM
MANAGEMENT TOOL.

•

Our wool handling activities have been
rationalised by forming Australian Wool
Handlers, a joint venture with Elders
Limited. The new joint venture
commenced operations in July 1998
providing contract handling services to a
number of brokers and buyers.
Our range of marketing products for
growers has been expanded to include
innovative options like Fibre Direct which
allows growers to market their wool as tops
to spinners. Risk management services have
also been expanded and an encouraging
rise in the number of growers using a
variety of risk management products has
been recorded. Products like the Wool
Basis Contract have been well supported.
We are utilising our internet site
www.wesfarmersdalgety.com.au as well
as our regular publications to promote
greater awareness and use of market
information and risk management.
Measured usage of the internet site
indicates that a steadily growing number
of woolgrowers are using this new
technology to assist their decision-making.

Wesfarmers Dalgety presented a submission
to the Wool Industry Future Directions Task
Force and remains firmly committed to
working with all industry sectors to achieve
reform and greater efficiency in the Australian
wool industry.

LIVESTOCK
A slight improvement in the international
cattle market translated into increased
revenue from cattle sales. Sheep and lamb
turnover and prices achieved were at lower
levels to last year due principally to a collapse
in skin prices.
The live cattle export trade to south-east
Asia showed signs of recovery with small
numbers beginning to flow back to
Indonesia. A steady flow of cattle exports to
the Philippines and Malaysia, together with
strong demand from North Africa,
particularly Egypt, has helped offset the
reduction in total exports to Indonesia.

REAL ESTATE
Revenue from real estate and rural property
sales exceeded the previous year’s levels,
despite difficult conditions in the eastern
States for the property market created by low
wool prices.
We were successful in achieving a number of
very large rural property sales during the year,
reflecting our expertise and professionalism
in this specialised area. We are continuing to
develop our urban real estate activity in
regional centres.
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RURAL FINANCE SERVICES
Through an alliance with the Primary
Industry Bank of Australia Limited,
a subsidiary of Rabobank, we provide highly
competitive seasonal finance and term loan
products to primary producers.
Lending activity increased to record levels
throughout the year, boosted by the release
of a term loan product. Further products
specifically tailored to the needs of the rural
sector are being developed.
Many producers also utilise our deposit
service which offers attractive rates of interest
on “at call” and fixed term deposits, with a
cheque book facility available on a number
of deposit accounts.

INSURANCE
Wesfarmers Federation Insurance Limited operating through 75 outlets around
Australia - achieved modest sales growth in
the face of severe competition. Profit results,
however, were severely impacted by the high
level of claims resulting from a number of
abnormal weather-related events including
Cyclone Vance, the Moora floods and the
hailstorm in Sydney. The business remains
sound and normal profits are expected in the
1999/2000 year.
The dual insurance agency operated by
Wesfarmers Dalgety through Wesfarmers
Federation Insurance and Commercial
25
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General Union in States other than Western
Australia is operating successfully. Insurance
premiums increased in 1998/99 compared to
the previous year.

THE FUTURE
With emerging signs of recovery in some Asian
markets, the outlook for a number of rural
products could improve during 1999/2000.
The increase in beef exports to Korea, for
example, is a positive sign that consumer
confidence and spending is improving in that
country, Australia’s third largest beef market.
Commodity prices generally are still at low
levels, however, and a sustained recovery in
developed and developing economies will be
necessary to lift returns.
The outlook for Wesfarmers Dalgety, despite
low commodity prices, is for improved
returns based on initiatives to grow market
share in all product areas, particularly farm
inputs, and to maintain tight control of costs
and capital usage.

FROM FAR LEFT
VIGNERON TONY MANN AND WESFARMERS
DALGETY’S TOM WRIGHTSTONE TESTING
SOIL QUALITY IN THE SWAN VALLEY.
WESFARMERS DALGETY’S BUNBURY STORE.
BUSINESS AS USUAL FOR WESFARMERS
FEDERATION INSURANCE IN THE AFTERMATH OF
THE MOORA FLOODS (PHOTOGRAPH COURTESY
OF “THE WEST AUSTRALIAN”).

Transport
Operating revenue from the transport business
increased by 12 per cent in 1998/99 compared
to last year. A downturn in mining and
exploration activities in Western Australia
impacted results in the second half of the
IAN THOMSON
GENERAL MANAGER
WESFARMERS TRANSPORT LIMITED

financial year resulting in a profit contribution
which was below expectations.
Our transport and logistics operation
recorded strong growth in most segments of
its business, particularly in warehousing and
contracted logistics services.

Customer supply chain and logistics
management is an expanding market
direction of Wesfarmers Transport.
Our specialised services business

Operating revenue improved by eight per
cent over the previous year although the
market remains very competitive.

produced results in line with

Our transport and logistics operations
comprise: Freight Services providing regular,
scheduled general freight and refrigerated
transport services to destinations throughout
Western Australia and the Northern Territory;
Niteroad Express providing express freight and
overnight services to destinations throughout
Western Australia country areas; and services
in contracted warehousing, distribution,
logistics and fleet management for a number
of significant Western Australian companies
across a range of industry segments.

recently acquired Johnstone River

expectations in the first half of the year
with a pleasing contribution from the
Transport in North Queensland.
Operations in Tamworth and Newcastle
also performed satisfactorily.
Our bulk haulage operations in Western
Australia have been affected by reduced
activity in the mining and resource sectors.
This segment of the business provides
bulk haulage services, cartage of dangerous
goods and chemicals, heavy haulage and
bulk storage.
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FROM LEFT
ONE OF WESFARMERS TRANSPORT’S NEW
B-TRIPLE ROAD TRAINS CARTING SUGAR CANE
AT THE ORD RIVER.
B-TRIPLE ROAD TRAIN OPERATOR IAN BLACK.

Adding value to
transport services
THE FUTURE OF WESFARMERS’
TRANSPORT SERVICES GOES
BEYOND THE SIMPLE
TRANSPORTATION OF GOODS.

WE ARE ADDING VALUE TO

These specialised operations extend
throughout Western Australia, the Hunter
Valley and Tamworth in New South Wales
and the bulk sugar haulage industry in
North Queensland.
Wesfarmers Transport will continue to
seek further opportunities to expand its
interests with solid performances expected
in 1999/2000.
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CLIENTS’ BUSINESSES BY WORKING
CLOSELY WITH THEM TO IMPROVE
THEIR SUPPLY CHAIN AND
LOGISTICS MANAGEMENT.

DIRECTORS

from left to right across the page

Mi c hael Ch a ney

Er ich F r a un s c h i e l

T re v o r E as t w o o d

Chief Executive Officer and Managing Director; age 49.

Finance Director; age 53.

Non-executive director; age 57.

Joined the board in 1988. Michael holds
Bachelor of Science and Master of
Business Administration degrees from
the University of Western Australia and
is a graduate of the Advanced
Management Program at the Harvard
University Graduate School of Business
Management. He worked in the finance
and petroleum industries in Australia
and the United States of America before
joining Wesfarmers in 1983. Michael is
a director of The Broken Hill Proprietary
Company Limited, Gresham Partners
Group Limited, a number of
subsidiaries of Wesfarmers Limited and
is a member of several public and
charitable institutions. He is a
member of the board of the Business
Council of Australia and is Vice
President of the Australia Japan Business
Co-operation Committee.

Joined the board in 1992. Erich holds a
Bachelor of Commerce degree with Honours
from the University of Western Australia and is a
graduate of the Advanced Management Program
at the Harvard University Graduate School of
Business Management. He joined Wesfarmers in
1984 after working in the finance, management
consulting and petroleum marketing industries.
He is a director of Gresham Partners Group
Limited, Jardine Australian Insurance Brokers
Holdings Pty Ltd and a number of Wesfarmers
group subsidiaries.

Joined the board in 1994. Trevor holds a Bachelor
of Engineering degree from the University of
Western Australia and is a graduate of the Advanced
Management Program at the Harvard University
Graduate School of Business Management. 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. Trevor is
Chairman of West Australian Newspapers Holdings
Ltd, Gresham Partners Holdings Ltd and Gresham
Rabo Management Limited; and a director of
Avatar Industries Ltd and Qantas Airways Limited.

Harr y P erkins
Non-executive Chairman; age 60.

Joined the board in 1984. Harry is
Chancellor of the Curtin University of
Technology; Chairman of Gresham
Partners Management Limited and
WFCL Investments Pty Ltd; and a
director of Scientific Services Ltd and
Adelaide Brighton Limited. He was a
Nuffield Farming Scholar in 1972.

Wa r r en M u r p h y
Executive Director, Corporate Affairs; age 54.

Joined the board in 1996. Warren holds a Bachelor
of Science degree from the University of Western
Australia, a Graduate Diploma in Administration
from Curtin University and is a graduate of the
Advanced Management Program at the Harvard
University Graduate School of Business
Management. He joined the group as an employee
of Wesfarmers CSBP Limited in 1968, was
appointed Managing Director of that company in
1993 and Managing Director of Wesfarmers
Bunnings Limited in 1994. He is a director of a
number of Wesfarmers group subsidiaries.

Dick Lester
Non-executive director; member of the audit committee; age 60.

Joined the board in 1995. Dick is a graduate with
Honours from Dookie Agricultural College,
Victoria and is a licenced property valuer. 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 and
south-west regions of Western Australia.
J o h n P at e rs o n
Non-executive director; age 67.

Joined the board in 1984. John is the Mayor of the
City of Nedlands; a director of WFCL Investments
Pty Ltd, Edge Employment Solutions Inc. and
Black Swan Theatre; a trustee of the Scotch College
Foundation; and Chairman of John Curtin
International Institute and the Rock Lobster
Industry Advisory Committee. He is the immediate
past President of the Western Australian Club.
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Da vid A sim us

David White

Non-executive director; age 67.

Non-executive director; Chairman of the audit committee; age 51.

Joined the board in 1994. David holds a Bachelor
of Economics degree from the University of
Sydney, an Honorary Doctorate in Science from
the University of New South Wales and an
Honorary Doctorate in Agricultural Economics
from the University of Sydney. He is Chancellor of
Charles Sturt University; a director of Delta
Electricity, Rural Press Limited and The Industrial
Bank of Japan Australia Limited; and Chairman of
the Australian Rural Leadership Trust and The
Marcus Oldham Foundation. David was formerly
Chairman of the Australian Wool Corporation and
International Wool Secretariat; a former member
of the Executive of CSIRO; and a past director of
The Broken Hill Proprietary Company Limited,
Austrade and of Australian Eagle Insurance. He was
a Nuffield Farming Scholar in 1958.

Joined the board in 1990. David holds a
Bachelor of Business degree from Curtin
University (formerly Western Australian Institute
of Technology) and is a member of the
Australian Society of Certified Practising
Accountants. He is a councillor of The Royal
Agricultural Society of Western Australia (Inc)
and a director of the Beverley Hospital Board.

Da vid Nutt a ll

Tr e v o r F l ü gge

Non-executive director; member of the audit committee; age 65.

Non-executive director; age 52.

Joined the board in 1990. David holds a Diploma
of Valuation and Farm Management from Lincoln
College, Canterbury University, New Zealand and
has practised as a farm management consultant in
Western Australia since 1961. He is Managing
Director of Agribusiness Counsellors Pty Ltd,
a farm business consulting firm, and holds
directorships in a number of farming companies.

Joined the board in 1998. Trevor is Chairman of
AWB Limited and the CSIRO Field Crops Sector
Advisory Committee; a member of the Rabobank
Food & Agribusiness Advisory Board; and a
director of Shenzen Southseas Grains Industries,
China and of Five Star Flour Mills, Egypt.
He was formerly President of the Grains Council
of Australia; and a past director of the Grains
Research and Development Corporation.
Trevor received the Monash University/Rabobank
Agribusiness Leader of the Year award in 1998
and in 1997 was awarded the Farrer Memorial
Medal for his contribution to agriculture.

Ja m es G ra ha m
Non-executive director; age 51.

Joined the board in 1998. James holds a
Bachelor of Engineering in Chemical Engineering
with Honours from the University of Sydney and
a Master of Business Administration from the
University of New South Wales. He has had an
active involvement in the growth of Wesfarmers
since 1977 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 a trustee or member of a
number of community organisations and was
Chairman of the Darling Harbour Authority in
New South Wales for a period of six years.
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Lo u Gi gl i a
Non-executive director; member of the audit committee; age 58.

Joined the board in 1984. Lou is President of
the Royal Agricultural Society of Western
Australia (Inc) and is a member of the advisory
board of National Foods Limited, the Herd
Improvement Service Board and the Dairy
Industry Authority of Western Australia.

Kev i n H o gan
Non-executive Deputy Chairman; age 66.

Joined the board in 1984. Kevin is a director of
WFCL Investments Pty Ltd; a trustee of the
Country Medical Foundation; and a member of
the Kununoppin Hospital Board. He was the
founding Chairman of the West Australian Rural
Counselling Services.

Corporate

governance
In fulfilling its obligations
and responsibilities to its
various stakeholders,
the board of Wesfarmers
Limited is a strong advocate
of best practice and
corporate governance.

This statement outlines the principal
corporate governance practices that were
followed by the company throughout the
1998/99 financial year.

• Executive directors shall be expected to retire
from the board on the relinquishment of their
executive position with the company. They are
then eligible for re-appointment if they meet
the guidelines for non-executive directors.

R O LE O F SHA RE H O L D E RS
The shareholders of Wesfarmers play an
important role in corporate governance by virtue
of their responsibility for voting on the
appointment of directors.
The board ensures that shareholders are kept
fully informed on developments affecting the
company through:

C O M M I T T E E S T RU C T U RE
The board of Wesfarmers is supported by the
following committees comprised wholly of
non-executive directors. These committees assist
the board in the discharge of its obligations by
the review of financial reports, audit,
remuneration and the composition and self
appraisal of the board itself.

• the annual and half-year reports which are
distributed to all shareholders;

Nomination committee

• quarterly reports released through the
Australian Stock Exchange and the media; and

The nomination committee comprises the
Chairman of the company, Mr C H Perkins,
and the Deputy Chairman, Mr K P Hogan,
both non-executive directors.

• the annual general meeting and other meetings
called to obtain approval for board action.
BO A R D CO M PO S I T I O N
In view of the diverse business activities of the
Wesfarmers group, the company has recognised
the importance of having a balanced board
comprised of directors with an appropriate
range of backgrounds, skills and experience.
The company considers that the preferred number
of directors is between 8 and 12 although a
number outside this range may be acceptable
from time to time. It is company policy that the
board has a majority of non-executive directors.
The board remains above its preferred range with
14 directors although the number has reduced
during the past few years. The board is currently
comprised of 11 non-executive directors,
including the Chairman and Deputy Chairman,
and three executive directors, including the
Managing Director. Details of the age, experience
and qualifications of directors are set out on
pages 28 and 29 of this annual report.
The composition of the board is determined by
application of the following additional principles:
• Persons nominated as non-executive directors
shall be expected to have qualifications,
experience and expertise of benefit to the
company and to bring an independent view to
the board’s deliberations. Persons nominated
as executive directors must be of sufficient
stature and security of employment to express
independent views on any matter.
• The Chairman and Deputy Chairman shall be
non-executive directors who shall be expected
to retire from those positions at the expiration
of 10 years unless the board decides otherwise.
The appointments of both positions shall be
formally reviewed at the end of each five years
of their respective terms.
• All non-executive directors are expected
voluntarily to review their membership of the
board from time-to-time taking into account
length of service, age, qualifications and
expertise relevant to the company’s then
current policy and programme, together with
the other criteria considered desirable for
composition of a balanced board and the
overall interests of the company.

The main responsibilities of the committee are
to review the composition, performance and
membership of the board and make
recommendations on new appointments.
Any director may, at any time, recommend a
person to the nomination committee for
consideration as a director.
Upon appointment, a new director receives an
orientation pack including the board policy
statement, the constitution and other
information about the company.
The nomination committee reports at least
annually to the board.
Audit committee
The members of the audit committee are
Messrs D C White (Chairman), L A Giglia,
R D Lester and D E W Nuttall, all non-executive
directors. The Finance Director, General Manager
Group Accounting, Company Secretary and the
external audit partner in charge of the
Wesfarmers audit attend meetings by invitation.
The committee also meets regularly with the
external auditors, independent of management.
The committee monitors internal control
policies and procedures designed to safeguard
company assets and to ensure the integrity of
financial reporting.
Among its specific responsibilities, the
committee reviews and advises the board on the
nomination and remuneration of external
auditors and the adequacy of existing external
and internal audit arrangements including the
scope and quality of audits.
The committee meets and reports to the board
at least four times during the year, timed to
review quarterly profit announcements made to
the Australian Stock Exchange.
Compensation committee
All non-executive directors are members of the
compensation committee which is chaired by
the Chairman of the company.
The committee determines remuneration
policies and practices for Wesfarmers as a whole,
including those affecting the Managing Director
and senior managers who report to the
Managing Director. In determining policies and
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practices that are market competitive and will
attract, motivate and retain high quality people,
the committee regularly seeks appropriate
external advice.
Non-executive directors’ fees are determined by
the board within the aggregate amount
approved by shareholders currently standing at
$693,000. In determining fees, each year the
board seeks appropriate external advice.
R ESP O NSIBILIT IES A N D
FUNCT IO NS OF THE BO A R D
The board is responsible for ensuring that
Wesfarmers is managed in a manner which
protects and enhances the interests of its
shareholders and takes into account the interests
of employees, customers, suppliers, lenders and
the wider community.
The relationship between the board and
management is a partnership that is crucial to
the company’s long-term success. The separation
of responsibilities between the board and
management is clearly understood and respected.

SHARE T RAD I NG B Y D I RE C T O RS
Directors are each required to own a minimum
of 2,000 shares in the company and, in addition
to statutory and other particular restrictions, are
required to restrict their trading in Wesfarmers
securities to a period of four weeks immediately
following quarterly profit announcements.
Particulars of directors’ shareholdings are shown
on page 64.
O TH E R D I RE C T O RS H I P S
Directors are required continually to evaluate
the number of boards on which they serve to
ensure that each can be given the time and
attention required properly to fulfil duties and
responsibilities. Directors are required to notify
the Chairman in writing prior to accepting an
invitation to become a director of any
corporation. Executive directors may not accept
appointment to the board of any corporation
outside the Wesfarmers group of companies
without the prior approval of the board.
CO D E O F C O ND U C T

The board is responsible for setting the strategic
directions for the company, establishing goals for
management and monitoring the achievement of
these goals. The Managing Director is responsible
to the board for the day-to-day management of
the company.

The company has adopted a code of conduct
which sets out the minimum acceptable
standard of behaviour expected of all employees
of the group. All employees are required to act
with honesty, decency and integrity at all times.

The board’s responsibilities and duties include
the following:

R IS K M ANAGE M E NT

• appointing the Managing Director;
• determining the strategic direction of the
company and measuring performance against
approved strategies;

The company has in place a framework to
safeguard company assets and ensure that business
risks are identified and properly managed.
The company has in place a number of risk
management controls which include the following:

• adopting operating budgets at the
commencement of each financial year and
monitoring progress on a regular basis against
budget by both financial and non-financial
key performance indicators;

• policies and procedures for the management
of financial risk and treasury operations
including exposures to foreign currencies,
financial instruments, commodity derivatives
and movements in interest rates;

• monitoring and overseeing the company’s
financial position;

• guidelines and limits for the approval of
capital expenditure and investments;

• evaluating the performance of the Managing
Director and senior executives and
determining their remuneration;

• a group regulatory compliance programme
supported by approved guidelines and
standards covering environment, occupational
health and safety, trade practices, equal
employment opportunity, anti-discrimination
and sexual harassment;

• determining that satisfactory arrangements are
in place for auditing the company’s financial
affairs; and
• ensuring that policies and compliance systems
are in place and that the company and its
officers act legally, ethically and responsibly
on all matters.
E TH ICA L ST A N D A R D S
The board has adopted the principles outlined in
the booklet “Corporate Practices and Conduct –
Third Edition” - a guide produced by a working
group comprising representatives of a number of
Australian industry and professional organisations.
The board has drawn from this guide to develop
its own policy statement which establishes
procedures and guidelines to ensure that the
highest ethical standards, corporate behaviour
and accountability are maintained.
INDEP ENDENT
PRO FESSIONA L A D V ICE
After prior approval of the Chairman, directors
may obtain independent professional advice at
the expense of the company on matters arising
in the course of their board duties.
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• a special purpose project to ensure that the
group’s computer systems and operational
infrastructure will be year 2000 ready; and
• a comprehensive annual insurance programme
including external risk management surveys.
Management is required to provide regular
reports on all these matters.
G R O U P P L ANNI NG
The company has adopted a formal, dynamic
planning process of preparing five-year strategic
plans each year for each operating activity and
the group. A special board planning meeting is
held annually at which these plans are presented
and the board reviews and endorses strategies
designed to ensure the continued profitable
growth of the group.

BUNNINGS WATERCARE PROGRAMME MANAGER
MELISSA CAMPBELL WITH STUDENTS FROM THE ST MARY’S
PRIMARY SCHOOL AT BOYUP BROOK TESTING WATER IN THE
BLACKWOOD RIVER FOR THE RIBBONS OF BLUE PROGRAMME.

Wesfarmers &

the communit y
Environment, health
and safety report
THIS YEAR WESFARMERS PRODUCED
A SEPARATE ENVIRONMENT, HEALTH
AND SAFETY REPORT TO PROVIDE
MORE DETAIL ABOUT THE
PERFORMANCE OF SOME OF THE
BUSINESS UNITS. THE REPORT,
PUBLISHED IN JANUARY 1999,
IS AVAILABLE ON REQUEST FROM THE

PUBLIC AFFAIRS CO-ORDINATOR ON
(08) 9327 4257.

EN V IR O N M ENT
We are committed to the management of our
business operations in an environmentally
responsible manner.
In our aim to achieve best practice environmental
management, we endeavour to respond to the
attitudes and expectations of the communities in
which we operate and place strong emphasis on
achieving sustainable development and
protection of the environment.
An Environmental Standard is included in the
Wesfarmers Group Risk Management Standards
and Guidelines, requiring full environmental legal
compliance and the monitoring and reporting of
environmental performance by each operating
business unit. Legal compliance is the minimum
requirement - our goal is to achieve much higher.
In terms of this Environmental Standard, each
operating business unit is required to have its
own programme for managing environmental
risk. Such a programme is to include an
environmental policy tailored to the relevant
business activity, objectives and targets, manuals
and procedures and a management framework
including designated responsibilities.
Each business unit is required to report regularly
on its environmental performance and the
standard also requires Wesfarmers staff to review
the continuing suitability and effectiveness of the
adopted environmental management system.
G R EEN HO USE C H AL L E NGE
Wesfarmers CSBP has completed its first annual
report as a signatory to the Commonwealth
Government’s Greenhouse Challenge
programme. Audits of CSBP’s operating sites
have identified opportunities for significant
energy savings. Wesfarmers Coal has also joined
the Challenge initiative.
EA R THWA TCH
We have continued our partnership with the
internationally-respected Earthwatch
organisation by sponsoring, for the fourth year,
employees on scientific research projects.
Earthwatch is a non-profit body which for over
25 years has been active in developing links
between scientists and the broader community
through research activities in 129 countries.

More than 50,000 volunteers have participated
in the programme.
Six Earthwatch scholarships are offered each
year. Our employees have worked on projects in
Australia, New Zealand and Indonesia.
Participants report a high level of satisfaction
and personal enrichment from the experience.
On their return, Wesfarmers Earthwatch Fellows
actively share their experiences with employee
and external audiences.
ARB O R D AY
Two hundred and sixty three primary schools in
the metropolitan area and country districts
including Geraldton, Kalgoorlie, Albany and
Esperance participated in the fourth Wesfarmers
Bunnings Arbor Day tree donation initiative in
1999. One hundred thousand seedlings grown at
the Bunnings Forest Products’ Treefarms nursery in
Manjimup were given away to schools and to the
general public through Bunnings hardware stores.
RI B B O NS O F B L U E
The Bunnings Watercare programme is a Ribbons
of Blue project for which Bunnings Forest
Products provides a full time coordinator.
In 1998 it won the National Landcare Business
Award for its contribution to improving water
quality over the 30,000 square kilometres covered
by the Margaret and Blackwood river catchments
in the south-west of Western Australia.
SPONSORSHIPS AND DONATIONS
We support a wide-range of community activities.
These include major medical research, education,
the arts and programmes designed to develop
positive attitudes among young people towards the
environment. In 1998/99 Wesfarmers announced
a donation of $5 million over five years to the
Western Australian Institute for Medical Research
and assistance of $2.5 million to help clients of
Wesfarmers Federation Insurance affected by the
flood disaster at Moora. Contributions are made
also by individual business units to many smaller,
community-focussed activities in areas where those
businesses operate.
Through its division, Wesfarmers Arts,
the company is a major supporter of the visual
and performing arts in Western Australia.
Wesfarmers Limited 1999 annual report

32

Financial
Statements
CONTENTS
Profit and loss account

34

Balance sheet

35

Statement of cash flows

36

Notes to and forming part of the accounts

37

Directors’ report

63

Directors’ declaration

69

Independent audit report

70

Shareholder information

71

Ten-year financial history

72

33

Wesfarmers Limited 1999 annual report

PR OFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

Note

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

3,119,461 2,822,774

554,427

662,596

Operating revenue

2

Operating profit before abnormal items and income tax

2

251,250

258,983

118,260

203,052

Abnormal items before income tax

5

1,285

–

–

–

252,535

258,983

118,260

203,052

73,064

92,312

6,251

23,482

–

–

–

72,434

92,312

6,251

23,482

180,101

166,671

112,009

179,570

660

601

–

–

Operating profit after income tax attributable
to members of Wesfarmers Limited

179,441

166,070

112,009

179,570

Retained profits at the beginning of the financial year

209,794

205,921

91,053

75,559

–

1,597

–

–

22

42

1,246

42

964

389,277

374,834

203,104

256,093

7

177,851

165,040

177,851

165,040

211,426

209,794

25,253

91,053

184,827

173,425

112,009

179,601

Operating profit before income tax
Income tax attributable to:
Operating profit before abnormal items

6

Abnormal items

5

Operating profit after income tax
Outside equity interests in operating profit after income tax

Adjustment on introduction of new accounting standard
Aggregate of amounts transferred from reserves
Total available for appropriation
Dividends provided for or paid
Retained profits at the end of the financial year

(630)

Operating profit after income tax attributable
to members of Wesfarmers Limited consists of:
Profit before abnormal items and goodwill amortisation
Goodwill amortisation

(7,301)

Profit before abnormal items
Profit on abnormal items

5

(7,355)

–

(31)

177,526

166,070

112,009

179,570

1,915

–

–

–

179,441

166,070

112,009

179,570

The profit and loss account should be read in conjunction with the accompanying notes.
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BAL ANCE SHEET
AT 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

Note

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

Current assets
Cash

8

56,366

66,878

19,904

34,343

Receivables

9

394,702

367,613

1,048,131

986,750

Inventories

10

485,532

379,444

–

–

936,600

813,935

Total current assets

1,068,035 1,021,093

Non-current assets
Receivables

9

100,854

80,901

99,193

77,894

Investments

11

96,341

66,685

455,243

505,806

1,279,633 1,249,927

26,021

27,293

Property, plant and equipment

12

Intangibles

13

141,997

148,883

–

–

Other

14

20,804

13,314

5,079

4,110

Total non-current assets

1,639,629 1,559,710

585,536

615,103

Total assets

2,576,229 2,373,645

1,653,571 1,636,196

Current liabilities
Borrowings

15

231,558

195,776

67,610

43,248

Accounts payable

16

398,265

389,436

169,326

133,271

Provisions

17

213,523

160,386

120,927

74,597

Other

18

117,533

111,875

3,405

3,306

960,879

857,473

361,268

254,422

Total current liabilities
Non-current liabilities
Borrowings

15

261,827

220,192

244,470

269,983

Accounts payable

16

2,411

2,521

659

36,659

Provisions

19

118,148

101,202

8,504

7,296

Other

20

25,506

22,719

–

–

407,892

346,634

253,633

313,938

Total liabilities

1,368,771 1,204,107

614,901

568,360

Net assets

1,207,458 1,169,538

Total non-current liabilities

1,038,670 1,067,836

Shareholders’ equity
Issued capital

21

950,402

125,549

950,402

125,549

Reserves

22

44,301

832,355

63,015

851,234

211,426

209,794

25,253

91,053

Retained profits
Shareholders’ equity attributable to members
of Wesfarmers Limited
Outside equity interests in controlled entities
Total shareholders’ equity

1,206,129 1,167,698
23

1,329

1,207,458 1,169,538

The balance sheet should be read in conjunction with the accompanying notes.
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1,840

1,038,670 1,067,836
–

–

1,038,670 1,067,836

STATEMENT OF CA SH FLOWS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

Note

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

584,141

458,782

Cash flows from operating activities:
Receipts from customers

2,797,024 2,735,745

Payments to suppliers and employees

(2,560,744)(2,377,848)

(540,150) (402,218)

Dividends received from associates

8,586

5,528

–

Dividends received other

1,113

808

1

1

–

–

94,458

136,991

Dividends received from controlled entities

203

Interest received

7,249

7,521

37,808

36,509

Borrowing costs

(22,519)

(17,310)

(35,389)

(28,055)

Income tax paid

(64,953)

(95,089)

(21,721)

(23,634)

165,756

259,355

119,148

178,579

Net cash provided by operating activities

24

Cash flows from investing activities:
Acquisition of property, plant and equipment

(351,928) (374,504)

Acquisition of investments

(84,565)

(1,718)

(9,416)

–

(2,374)
–

Acquisition of goodwill

–

(4,575)

–

–

Acquisition of further interest in controlled entities

–

(568)

–

(50)

Proceeds from sale of business

24

Advances to controlled entities
Loans (advanced to) repaid by related parties

–

30,053

–

–

(4,744)

Proceeds from sale of non-current assets

296,037

Other items

(2,220)

Net cash used in investing activities

(3,794)
26,013
(671)

(147,420) (337,462)

–

7,282

(30,259) (249,972)
109

338

4,065

1,806

(93)

(32)

(27,896) (243,002)

Cash flows from financing activities:
Proceeds from issue of shares

80,351

Return of capital

(119,796)

352

80,351

352

–

(119,796)

–

Proceeds (repayments) from borrowings

76,206

136,699

(1,148)

119,070

Repayment of employee share plan loans

18,406

18,308

18,406

18,308

(83,504)

(39,630)

(83,504)

(39,630)

(511)

(795)

Dividends paid
– Ordinary shareholders
– Outside shareholders

–

–

Net cash (used in) provided by financing activities

(28,848)

114,934

(105,691)

98,100

Net (decrease) increase in cash held

(10,512)

36,827

(14,439)

33,677

66,878

30,051

34,343

666

56,366

66,878

19,904

34,343

Cash at the beginning of the financial year
Cash at the end of the financial year

24

The statement of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The company and the consolidated accounts are a general purpose financial report which has been drawn up in
accordance with applicable accounting standards and the requirements of the Corporations Law and other mandatory
professional reporting requirements (Urgent Issues Consensus Views). They have been prepared in accordance with the
historical cost convention except for certain assets referred to in note 1(f) which are at valuation. Cost in relation to assets
represents the cash amount paid or the fair value of the assets given in exchange. The accounting policies are consistent
with those of the previous year unless otherwise specified.
(a) Principles of consolidation
The consolidated accounts are those of the consolidated entity, comprising Wesfarmers Limited (the chief entity) and
all entities which Wesfarmers Limited controlled from time to time during the year and at year’s end.
All significant inter-entity balances, transactions and unrealised profits arising from inter-entity transactions have been
eliminated in full.
The consolidated entity’s proportion of joint venture assets, liabilities and expenses is included in the accounts under
the relevant items. The consolidated entity’s interest in joint ventures is shown in note 35.
The consolidated entity has accounted for its investments in associates in accordance with the equity accounting
method of accounting in its consolidated accounts. The cost method of accounting has continued to be applied in
Wesfarmers Limited’s accounts. The consolidated entity’s interest in associated entities is shown in note 32.
(b) Revenue recognition
Revenues are recognised when the control of goods sold has passed to a buyer or when services have been rendered.
(c) Receivables
Receivables are carried at nominal amounts less any provision for doubtful debts. A provision for doubtful debts is
recognised when collection of the full nominal amount is no longer probable.
Finance advances and loans
Rural advances are made for a maximum of 365 days and are usually secured against clients’ livestock and wool.
The maximum loan to a client is usually determined as a proportion of their anticipated cashflow.
Employee share plan
Employee share plan loans are repayable from dividends, capital returns or proceeds from the sale of the shares
by employees.
Trade debtors
Credit sales are normally on 7-30 day terms.
(d) Inventories
Inventories, including work in progress, are valued at the lower of cost and net realisable value. For manufactured
inventory, cost is derived on an absorption costing basis, which includes the cost of direct materials and labour and
a proportion of fixed and variable overheads based on normal operating capacity.
(e) Investments
The consolidated entity’s interests in companies, other than controlled entities and associated entities, are included in
the accounts as investments and only dividend income received or receivable is taken into profits. Associated entities
are those in which the consolidated entity holds a significant shareholding of the issued ordinary share capital and
participates in commercial and policy decision making. Particulars of associated entities are set out in note 32.
Long term investments are stated at the lower of cost and their recoverable amount.
(f) Valuation of non-current assets
Non-current assets have been revalued from time to time as shown in the accounts with increments being taken
to the asset revaluation reserve. Assets are not revalued to an amount above their recoverable amount and where
carrying values exceed this recoverable amount, assets other than financial assets are written down. In determining
recoverable amount the expected net cash flows have been discounted to their present value using a market
determined risk adjusted discount rate.
Where assets have been revalued upwards, the potential effect of the capital gains tax on disposal is not taken into
account in the determination of the revalued carrying amount.
Any gain or loss on the disposal of revalued assets is determined as the difference between the carrying value of the
assets at the time of disposal and the proceeds from disposal and is included in the result of the company or
consolidated entity.
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( CONTINUED )
(g) Depreciation and amortisation
Buildings, plant and equipment are depreciated on a straight line basis so as to write off the cost or valuation of each
asset less estimated residual value at the end of the life of the asset over its anticipated useful life. The major
depreciation periods are:
Plant and equipment
5 – 15 years
Buildings
20 – 40 years
Leasehold improvements are amortised over the period of the lease or the anticipated useful life of the
improvements, whichever is shorter.
(h) Mining, exploration and development costs
Accumulated exploration and evaluation expenditure on areas where activities have not reached a stage which permits
a reasonable assessment of the existence or otherwise of economically recoverable reserves or where such costs are
expected to be recouped through successful exploitation or sale, is carried forward. All other exploration and
evaluation expenditure is either provided for or written off.
Expenditure carried forward in respect of areas of interest in which production has commenced is amortised over the
life of the mine based on the rate of depletion of the economically recoverable reserves.
Amortisation is not charged on expenditure carried forward in respect of areas of interest in the development phase in
which production has not yet commenced.
(i) Leases
The consolidated entity leases certain land and buildings and plant and equipment. The cost of improvements to or
on leasehold property is disclosed as leasehold improvements and amortised over the unexpired period of the lease
or the anticipated useful life of the improvements, whichever is shorter.
Finance leases, which effectively transfer to the consolidated entity substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalised at the present value of the minimum lease payments, disclosed as
leased plant and equipment and amortised over the period the consolidated entity is expected to benefit from the use
of the leased asset.
Operating lease payments, where the lessors effectively retain substantially all the risks and benefits of ownership of
the leased items, are included in the determination of the operating profit in equal instalments over the lease term.
(j) Capitalisation of interest
Interest charges on funds invested in major projects with substantial development and construction phases are
capitalised to the project until such time as the project becomes operational.
(k) Deferred expenditure
Significant items of expenditure on new projects having a benefit or relationship to more than one period are carried
forward and written off over the periods to which the benefit of the expenditure relates.
(l) Intangibles
Trade names
The trade names of the consolidated entity are considered to be identifiable assets and are included in the financial
accounts at the lower cost of acquisition or recoverable amount.
The residual value of these assets is such that there is no depreciable amount to be amortised and accordingly no
amortisation has been provided against the carrying value of these assets.
Goodwill
Goodwill represents the excess of the purchase consideration over the adjusted book value of identifiable net assets
acquired at the time of acquisition of a business or shares in a controlled entity. Goodwill is assessed at the time of
acquisition and is amortised over a period not exceeding 20 years.
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( CONTINUED )
(m) Borrowings
Bank overdraft
The bank overdraft is carried at its principal amount subject to set off arrangements. Interest is charged on a monthly
basis as an expense at the banks’ benchmark rate as it accrues.
Deposits
Retail deposits are carried at their principal amount and are repayable either at call or over a period not exceeding
four years. Interest is charged on a monthly basis as an expense at commercial deposit rates as it accrues.
Bank and other loans
Bank and other loans are carried at their principal amount less any unexpired discount for bank bills. These loans
are generally borrowed for short terms under long term facilities. The loans are allocated between current and
non-current based on the repayment period for the facilities. Interest is charged as an expense at short term
commercial rates as it accrues.
(n) Accounts payable
Liabilities are recognised for amounts to be paid in future for goods and services received, whether or not billed to
the consolidated entity. These liabilities are normally settled on 30 day terms.
(o) Employee entitlements
Provisions have been made against profits for amounts expected to be paid to employees for accrued annual leave,
long service leave and retirement entitlements. Expenses which are consequential to the employment of the
employees, for example payroll tax associated with employee entitlements, have also been recognised as liabilities
and included in the amount for employee entitlements.
Contributions to the superannuation fund are charged to the profit and loss when paid.
(p) Restoration obligations
Provision is made for the consolidated entity’s estimated liability under specific legislative requirements and the
conditions of its mining leases for future costs, at undiscounted amounts, expected to be incurred restoring areas of
interest. The liability includes the cost of reclamation of the site using existing technology, including plant removal
and landfill costs. These costs are recognised gradually over the life of each mine with any changes to the total
estimated liability being recognised on a prospective basis.
(q) Dividends payable
Dividends payable are recognised when declared by the company. The provision for dividend represents the probable
cash pay out portion of the company’s final dividend. The dividend reinvestment reserve represents the probable final
dividend to be reinvested under the terms of the company’s dividend investment plan.
(r) Unearned income
Insurance premiums and commission income are brought to account using the 365ths method of calculation.
(s) Foreign currencies
Transactions in foreign currencies are translated at the rates of exchange applicable at the date of each transaction.
Foreign currency balances arising from these transactions are translated at the rate of exchange at balance date. To the
extent that such balances are hedged, the effect of the hedging is taken into account. Gains and losses arising from
these transactions are taken directly to the profit and loss account.
Where a purchase or sale is specifically hedged, exchange gains or losses on the hedging transaction arising up to the
date of the purchase or sale are included with the purchase or sale.
Assets and liabilities of foreign controlled entities that are outstanding at balance date are converted at the rates of
exchange ruling at balance date. The resulting translation gains or losses on capital invested are transferred to the
foreign currency translation reserve.
(t) Comparison
Certain reclassifications have been made to the prior year’s accounts in order to enhance comparability with those of
the current year.
(u) Rounding
The amounts contained in this report have been rounded to the nearest thousand dollars under the option available
to the company under ASIC Class Order 98/100.
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

2,321,831 2,286,759

2 OPERATING PROFIT
Included in the operating profit are the
following items of operating revenue:
Sales revenue
– Goods
– Services
Total sales
Proceeds on sale of non-current assets

412,704

469,906

451,417

4,346

7,607

2,817,799 2,738,176

417,050

477,513

495,968

262,587

26,013

4,065

1,806

Proceeds from sale of business

–

30,053

–

7,282

Share of associates’ net profits

13,067

6,690

–

–
136,991

Dividends
– Controlled entities

–

–

94,548

– Other corporations

1,810

605

1

1

Interest (see note 3)

5,965

5,686

37,778

36,611

Rent received

9,725

5,486

600

2,000

Other income

8,508

10,065

385

392

3,119,461 2,822,774

554,427

662,596

1,138

Operating revenue
The operating profit after income tax is arrived at after:
Crediting the following items:

27,245

5,657

2,060

Profit on sale of listed investments

Profit on sale of property, plant and equipment

6

1,564

–

Profit (loss) on sale of controlled entities

–

96

Profit on sale of business
Profit on sale of associated companies
Foreign currency translation gain
Net increment in the revaluation of investment property

–

(5,475)

–

–

6,354

–

8,384

–

200

3,795
–

–

180

31

21

250

600

–

–

1,396

455

–

–

28

2

–

–

2,286

1,600

–

–

184

393

–

–

Charging the following items:
Bad debts
– Trade
– Finance advances and loans
Bad debts charged to provision for doubtful debts
– Trade
– Finance advances and loans
Depreciation and amortisation
– Buildings
– Plant and equipment

4,390

5,704

210

423

104,746

92,846

1,450

1,292
24

– Leasehold improvements

1,214

1,083

23

– Mineral exploration and development costs

2,484

1,850

–

–

– Goodwill

7,301

7,355

–

31

–

Write down (write back) of non-current assets
– Buildings

–

382

–

– Plant and equipment

–

(931)

–

–

– Exploration and evaluation expenditure

–

955

–

–

58

–

–

–

22,932

17,717

35,695

28,097

1,037

841

1,037

841

43,789

37,174

1,371

1,410

1,661

2,070

–

66

– Goodwill
Borrowing expenses
– Interest paid (see note 3)
– Other borrowing costs
Leasing – operating lease rentals
Loss on sale of property, plant and equipment
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

– Employee entitlements

9,424

10,099

3,328

1,400

– Restoration obligations

605

308

–

–

2 OPERATING PROFIT ( CONTINUED )
Provisions charged against (credited to) profits

– Restructuring
– Other

–

(2,000)

–

–

3,094

3,223

–

–

2,113

1,814

–

(4)

–

–

Provisions for doubtful debts charged against (credited to) profits
– Trade
– Finance advances and loans

10

Government mining royalties

(371)

6,699

6,876

–

–

Mineral exploration and development costs written off

52

40

–

–

Contributions to defined benefit superannuation fund

906

1,095

–

–

1,561

1,718

1,561

1,718

Controlled entities

–

–

14,947

12,945

Associated entities

–

4

–

4

33,829

21,508

19,187

13,430

35,390

23,230

35,695

28,097

12,458

5,513

–

–

22,932

17,717

35,695

28,097

3 NET INTEREST
Interest paid/payable to:
Ultimate parent entity

Other persons/corporations

Less interest capitalised to property, plant and equipment

Less interest received/receivable from:
Controlled entities

–

–

37,329

36,125

Associated entities

127

160

127

160

5,838

5,526

322

326

5,965

5,686

37,778

36,611

16,967

12,031

(2,083)

(8,514)

Other persons/corporations

Net interest

4 AUDITORS’ REMUNERATION
Amounts received or due and receivable by the auditors for:
Auditing financial report
Other services

698

680

90

41

1,368

1,635

1,202

974

2,066

2,315

1,292

1,015

1999

1998

Gross

Tax

Net

Gross

Tax

Net

$000

$000

$000

$000

$000

$000

5 ABNORMAL ITEMS
Consolidated
Profit on sale of listed entity

14,091

5,073

9,018

–

–

–

Profit on sale of Bunnings Warehouse properties

17,505

5,209 12,296

–

–

–

–

–

–

–

–

–

Write down of Bunnings Forest Products property,
plant and equipment

(30,311) (10,912) (19,399)
1,285
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1,915

NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

90,450

93,234

42,574

73,098

(33,795)

(48,774)

6 INCOME TAX
The prima facie tax on operating profit before income tax
differs from the income tax provided in the accounts
and is calculated as follows:
Prima facie tax at 36% on operating profit before abnormal items
Tax effect on permanent differences:
Rebatable dividends
Depreciation and amortisation

(652)

(182)

4,519

4,900

Capital profits

(9,885)

(2,261)

Development allowance

(5,139)

(1,508)

Non-allowable items

1,362

374

Other items

(1,057)

(543)

Share of associated companies’ tax expense

(3,887)

(2,406)

Adjustment relating to previous year

(2,647)

Income tax attributable to operating profit
before abnormal items

73,064

704

133
(2,432)

164
(1,494)

–

–

198

321

–

27

(2)

–

(425)

140

92,312

6,251

23,482

–

–

–

72,434

92,312

6,251

23,482

Amount set aside to provision for income tax

65,094

77,732

7,264

24,043

Amount set aside to (withdrawn from) provision
for deferred income tax

12,322

14,667

Amount set aside to future income tax benefit

(4,982)

Income tax attributable to abnormal items
Total income tax

(630)

Total income tax comprises:

(87)

(98)

(33)

(915)

(528)

72,434

92,312

6,251

23,482

65,060

57,068

65,060

57,068

112,791

107,972

112,791

107,972

177,851

165,040

177,851

165,040

7,868

61,927

7 DIVIDENDS PROVIDED FOR OR PAID
25 cents per share (1998: 23 cents) interim dividend paid on
ordinary shares (fully franked at 36%)
42 cents per share (1998: 43 cents) final dividend provided on
ordinary shares (fully franked at 36%)

Franking credits available for subsequent financial years
after allowing for the payment of income tax payable as
at 30 June 1999 and the payment of the final dividend
provided at 30 June 1999

8 CASH
Cash on hand
Cash on deposit and at bank

1,263

945

6

6

55,103

65,933

19,898

34,337

56,366

66,878

19,904

34,343

4.7%

4.8%

Weighted average effective interest rates
– Cash on deposit and at bank
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

28,099

13,181

–

–

243

417

–

–

27,856

12,764

–

–

8,010

7,551

8,010

7,551

35,866

20,315

8,010

7,551

278,239

273,149

40,077

25,309

4,675

5,524

168

60

273,564

267,625

39,909

25,249

–

–

998,219

951,434

9 RECEIVABLES
Current
Finance advances and loans
Less provision for doubtful debts

Employee share plan loans

Trade debtors
Less provision for doubtful debts

Amounts other than trade receivables from:
Controlled entities
Associated entities

11,075

757

144

157

Other debtors and prepayments

74,197

78,916

1,849

2,359

85,272

79,673

1,000,212

953,950

394,702

367,613

1,048,131

986,750

Non-current
Finance advances and loans
Employee share plan loans

Other debtors and prepayments

318

285

–

–

99,193

77,894

99,193

77,894

99,511

78,179

99,193

77,894

1,343

2,722

–

–

100,854

80,901

99,193

77,894

13.1%

13.0%

41,378

32,670

–

–

5,105

6,408

–

–

46,483

39,078

–

–

43,133

17,379

–

–

395,451

322,757

–

–

465

230

–

–

395,916

322,987

–

–

485,532

379,444

–

–

Weighted average effective interest rates
– Finance advances and loans

10 INVENTORIES
Raw materials:
At cost
At net realisable value

Work in progress:
At cost
Finished goods:
At cost
At net realisable value

Total inventories at lower of cost and net realisable value
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

11 INVESTMENTS (NON-CURRENT)
Investments in controlled entities:
Shares at cost

–

–

339,013

350,094

Shares at directors’ valuation 1987

–

–

101,296

140,212

Loans at cost

–

–

13,613

13,818

–

–

453,922

504,124

52,343

20,350

184

434

1,010

2,020

–

–

53,353

22,370

184

434

8,984

4,714

–

–

62,337

27,084

184

434

7,088

13,082

1,122

1,231

69,425

40,166

1,306

1,665

5,014

4,564

–

–

Investments in associated entities:
Shares at cost
Shares at directors’ valuation 1986

Share of retained earnings and reserves of associated entities

Loans to associated entities

Investments in listed entities:
Shares at cost
Other investments:
Investment property:
At directors’ valuation 1999

16,750

–

–

–

At directors’ valuation 1998

–

16,500

–

–

16,750

16,500

–

–

4,696

4,615

1

3

456

840

14

14

21,902

21,955

15

17

96,341

66,685

455,243

505,806

11,676

13,838

–

–

22

–

–

–

Shares at cost
Other loans at cost

Aggregate quoted market value at balance date of investments
listed on a prescribed stock exchange compromise:
Shares
Options
Revaluation of investment property
The investment property was revalued at 30 June 1999. The valuation was based on the estimated amount for which the
property could be exchanged between a knowledgeable willing buyer and a knowledgeable willing seller in an arm’s
length transaction at 30 June 1999.
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NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

1999

1998

Gross
value of
assets

Provision for
depreciation/
amortisation

Net
fixed
assets

Gross
value of
assets

Provision for
depreciation/
amortisation

Net
fixed
assets

$000

$000

$000

$000

$000

$000

12 PROPERTY, PLANT &
EQUIPMENT
Consolidated
Freehold land:
At cost

67,837

–

67,837

142,591

–

142,591

At directors’ valuation 1988

17,483

–

17,483

22,128

–

22,128

At recoverable amount

13,744

–

13,744

–

–

–

99,064

–

99,064

164,719

–

164,719

140,294

33,132

107,162

234,255

39,768

194,487

8,640

–

8,640

–

–

–

148,934

33,132

115,802

234,255

39,768

194,487

11,755

4,922

6,833

11,194

3,820

7,374

1,164,797

527,918

636,879

1,076,299

514,383

561,916

43,181

25,900

17,281

44,600

23,724

20,876

4,089

–

4,089

–

–

–

152,174

–

152,174

76,709

–

76,709

1,364,241

553,818

810,423

1,197,608

538,107

659,501

215,501

17,176

198,325

110,731

21,511

89,220

772

–

772

88,252

–

88,252

216,273

17,176

199,097

198,983

21,511

177,472

48,414

–

48,414

46,374

–

46,374

609,048 1,279,633

1,853,133

Buildings:
At cost
At recoverable amount

Leasehold improvements:
At cost
Plant, vehicles and equipment:
At cost
At directors’ valuation 1990
At recoverable amount
Under construction at cost

Mineral exploration and development costs:
Production
Mineral reserves at cost
Pre-production
Mineral reserves at cost

Plantations at recoverable amount

1,888,681

603,206 1,249,927

Wesfarmers Limited
Freehold land:
At cost
At directors’ valuation 1988

12

–

12

12

–

12

4,670

–

4,670

5,478

–

5,478

4,682

–

4,682

5,490

–

5,490

10,510

4,228

6,282

11,458

4,381

7,077

1,412

238

1,174

1,412

217

1,195

20,581

6,698

13,883

19,400

5,869

13,531

37,185

11,164

26,021

37,760

10,467

27,293

Buildings:
At cost
Leasehold improvements:
At cost
Plant, vehicles and equipment:
At cost

Current values of land and buildings
The current value of the Wesfarmers Limited controlled entities’ land and buildings at 30 June 1999 was $232.9 million.
The values are based on directors’ valuations as at 30 June 1997 plus additions at cost and disposals since that date.
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

41,600

41,600

–

–

136,682

136,511

–

–

36,285

29,228

–

–

100,397

107,283

–

–

141,997

148,883

–

–

17,413

12,643

5,046

4,078

3,391

671

33

32

20,804

13,314

5,079

4,110

1,570

–

–

–

161,657

151,824

–

–

38,716

8,700

38,000

8,003

13 INTANGIBLES
Trade names at cost
Goodwill at cost
Less provision for amortisation

14 OTHER NON-CURRENT ASSETS
Future income tax benefit
Deferred expenditure

15 BORROWINGS
Current
Secured
– Bank loans
Unsecured
– Deposits
– Bank loans
– Other loans
Amounts owing to ultimate parent entity

5

7

–

–

29,610

35,245

29,610

35,245

231,558

195,776

67,610

43,248

112,564

41,048

–

–

Non-current
Secured
– Bank loans
Unsecured
5,546

4,767

–

–

– Bank loans

– Deposits

129,248

159,439

242,831

267,880

– Other loans

12,830

12,835

–

–

1,639

2,103

1,639

2,103

261,827

220,192

244,470

269,983

Amounts owing to ultimate parent entity

Bank and other loans
Bank and other loans bear interest at short term commercial rates payable monthly or payable at the time of maturity
of the bank bills or short term advances. The weighted average interest rate was 5.3% (1998: 5.2%) for the year ended
30 June 1999 and includes any interest rate hedging adjustments (see Note 28(a)).
Deposits and amounts owing to ultimate parent company
Deposits and amounts owing to the ultimate parent company bear interest at commercial deposit rates. The weighted
average interest rate was 4.8% (1998: 4.9%) for the year ended 30 June 1999.
Secured liabilities
(a) Specific and floating charge over the assets of Wesfarmers Bengalla Limited.
(b) The financing of the Wesfarmers Bengalla Limited share of the Bengalla Joint Venture is by way of a project loan
provided by a number of financial institutions. The loan is secured against Wesfarmers Bengalla Limited’s share of
the joint venture assets and undertakings and is non-recourse to the other assets of the consolidated entity. Loan
repayments are based upon available cash flows from the project. At 30 June 1999 the amount outstanding by
Wesfarmers Bengalla Limited under the project financing arrangement totalled $114.1 million and the book value
of the company’s assets secured against the loan was $174.7 million.
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

398,265

389,293

53,937

24,729

16 ACCOUNTS PAYABLE
Current
Trade creditors and accruals
Amounts other than trade creditors payable to:
– Controlled entities

–

–

115,389

108,399

– Associated entities

–

143

–

143

398,265

389,436

169,326

133,271

2,411

2,521

–

–

–

–

659

36,659

2,411

2,521

659

36,659

Non-current
Trade creditors and accruals
Amounts other than trade creditors payable to controlled entities

17 PROVISIONS (CURRENT)
Employee entitlements

57,109

56,131

7,948

5,899

Restoration obligations

916

1,913

–

–

Restructuring

883

5,535

–

–

Maintenance

–

600

–

–

5,105

5,846

–

–

Other

64,013

70,025

7,948

5,899

Dividends

112,791

53,986

112,791

53,986

Income tax

36,719

36,375

188

14,712

213,523

160,386

120,927

74,597

Unearned insurance premiums

71,843

69,058

3,405

3,306

Outstanding insurance claims

45,690

42,817

–

–

117,533

111,875

3,405

3,306

Deferred income tax liability

83,004

70,568

260

347

Employee entitlements

24,601

21,693

8,244

6,949

Restoration obligations

10,543

8,941

–

–

118,148

101,202

8,504

7,296

25,506

22,719

–

–

262,379,463 (1998: 251,098,438) ordinary shares

876,367

125,549

876,367

125,549

6,169,602 shares issued on 21 July 1999 as a result
of exercise of options at 30 June 1999

74,035

–

74,035

–

–

–

–

–

950,402

125,549

950,402

125,549

18 OTHER CURRENT LIABILITIES

19 PROVISIONS (NON-CURRENT)

20 OTHER NON-CURRENT LIABILITIES
Outstanding insurance claims

21 CAPITAL
Issued and paid up capital is as follows:

1 founders share fully paid
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

Balance at beginning of year

125,549

119,826

125,549

119,826

Transfer from share premium reserve

733,971

–

733,971

–

Transfer from share option reserve

100

–

100

–

Transfer from capital redemption reserve

120

–

120

–

21 CAPITAL ( CONTINUED )
The redeemable Founder Share issued to the ultimate parent
entity has special voting rights and is subject to the approval
of members of Westralian Farmers Co-operative Limited at
five yearly intervals. The Founder Share may be redeemed by
Westralian Farmers Co-operative Limited at any time.
Shares issued during the year
Issue of ordinary shares
Dividend investment plan:
4,388,727 ordinary shares fully paid at $11.42 per share
2,141,230 ordinary shares fully paid at $14.61 per share
Employee share plan:
4,224,758 ordinary shares fully paid at $12.89 per share
Exercise of options:
526,310 ordinary shares fully paid at $12.00 per share
Movement in capital during the year:

Capital return to shareholders

(125,549)

Issue of shares during the year

142,176

5,723

–

(125,549)
142,176

5,723

–

Balance at end of year

876,367

125,549

876,367

125,549

Share premium reserve

–

734,377

–

733,971

Share option reserve

–

100

–

100

Capital reserve

22,924

22,924

–

–

Asset revaluation reserve

15,005

15,047

59,075

59,117
120

22 RESERVES

Capital redemption reserve

–

120

–

Foreign currency translation reserve

871

706

–

–

Insurance reserve

333

333

–

–

5,168

4,762

3,940

3,940

–

53,986

–

53,986

44,301

832,355

63,015

851,234

General reserve
Share re-investment reserve

Movements in reserves:
Share premium reserve:
Transfer to issued capital
Transfer to general reserve

(733,971)

–

(406)

–

(733,971)
–

–
–

Issue of shares during the year

–

138,289

–

138,289

Share of associated companies’ movement during the year

–

406

–

–

(734,377)

138,695

(733,971)

138,289

Asset revaluation reserve:
Transfer to retained profits on realisation

(42)

(1,003)

(42)

(964)

General reserve:
Transfer from share premium reserve
Share of associated companies on introduction
of equity accounting

406

–

–

–

–

822

–

–

406

822

–

–

Capital redemption reserve:
Transfer to issued capital

(120)

–

(120)
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

22 RESERVES ( CONTINUED )
Share option reserve:
Transfer to issued capital

(100)

–

(100)

–

Foreign currency reserve:
Transfer to retained profits on realisation
Translation movement for the year

(243)

–

–

165

–

521

–

–

165

278

–

–

Share re-investment reserve:
Provision for dividend to be reinvested in share capital
under the terms of the company’s dividend investment
plan on the payment of the final dividend
Utilisation of share reinvestment reserve on issue of shares

–
(53,986)

53,986
(45,534)

–

53,986

(53,986)

(45,534)

23 OUTSIDE EQUITY INTEREST
Issued capital

509

1,015

Reserves

184

362

Retained profits

636

463

1,329

1,840

Dividend investment plan

81,403

101,950

81,403

101,950

Employee share plan

54,457

41,709

54,457

41,709

135,860

143,659

135,860

143,659

8,126

6,555

8,126

6,555

5,753

–

5,753

–

Operating profit after income tax

180,101

166,671

112,009

179,570

Depreciation and amortisation

120,135

108,838

1,683

1,770

13,123

11,630

3,328

1,400

(65,570)

(5,247)

3,215

(1,072)

(6,354)

–

(3,845)

24 CASH FLOWS
(a) Non cash financing and investing activities:
Share capital issues:

Dividends:
Employee share plan repayments
Capital return:
Employee share plan repayments
(b) Reconciliation of net cash provided by operating
activities to operating profit after income tax:

Provisions charged against profits
(Profit) loss on sale of non-current assets
Profit on sale of business

–

Share of associated companies’ profit after tax

(13,067)

(6,690)

–

–

Dividends received from associated companies

9,099

4,801

–

–

Write down of non-current assets
Other items

30,369
808

406

–

–

(762)

(815)

(32)

(13,503)

(1,433)

Changes in assets and liabilities net of effects of
acquisitions of entities and businesses:
Increase in accounts receivable
(Increase) decrease in inventories
Increase in accounts payable
Increase (decrease) in insurance provisions
Provisions applied
Increase (decrease) in deferred taxes payable
Increase (decrease) in income tax payable
Net cash provided by operating activities
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(19,849)

(4,688)

(104,491)

(20,880)

10,489

–

999

17,802

28,602

1,450

7,197

12,671

99

(10,069)

(16,065)

–

7,340

15,047

(1,013)

409

(17,825)

(14,457)

(561)

259,355

119,148

141
165,756

(46)
(30)

178,579

NOTES TO AND FORMING PART OF THE ACCOUNTS
FOR THE YEAR ENDED 30 JUNE 1999 - WESFARMERS LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

Consideration

–

30,193

–

7,286

Cash balance disposed

–

24 CASH FLOWS ( CONTINUED )
(c) Entities disposed:
(140)

–

30,053

–
–

(4)
7,282

Book value of assets and liabilities disposed:
Inventories

–

10,136

–

–

Investments

–

1,510

–

–

Property, plant and equipment

–

10,898

–

3,387

Intangibles

–

206

–

50

–

22,750

–

3,437

(d) Reconciliation of cash:
For the purposes of the statement of cash flows, cash
includes cash on hand and in banks and investments
in money market instruments, net of outstanding bank
overdrafts. Cash at the end of the financial year as shown
in the statement of cash flows is reconciled to the related
items in the balance sheet as follows:
Cash on hand
Cash on deposit and at bank

1,263

945

6

6

55,103

65,933

19,898

34,337

56,366

66,878

19,904

34,343

25 COMMITMENTS
Lease commitments (substantially in connection
with leased property)
Amounts due under operating lease:
Within 1 year

50,963

31,405

1,651

1,719

Within 1-2 years

48,320

26,622

1,484

1,593

Within 2-5 years

117,097

67,678

3,935

4,052

Over 5 years

107,698

86,031

1,191

2,038

324,078

211,736

8,261

9,402

44,213

149,630

–

–

8,282

8,540

–

–

Commitments arising from contracts for capital expenditure
contracted for at balance date but not provided for:
Consolidated entity:
Due within 1 year
The consolidated entity has a commitment to provide
$29.5 million in equity for its investment in associated
company Queensland Nitrates Pty Ltd during the year
ending 30 June 2000 (1998: $29.5 million).

26 CONTINGENT LIABILITIES
Contingent liabilities at balance date not otherwise
provided for in these accounts:
Other amounts – unsecured

Wesfarmers Limited and all the controlled entities marked “+” in note 31 have entered into a deed of cross guarantee
pursuant to the ASIC Class Orders, whereby they covenant with a trustee for the benefit of each creditor, that they
guarantee to each creditor payment in full of any debt on the event of any entity, including Wesfarmers Limited, being
wound up.
Wesfarmers Bengalla Limited may become liable for additional joint venture capital contributions under a second phase
equity agreement in the event that the joint venture capital expenditure exceeds amounts set out in the project finance
reference budget.
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

27 FINANCING ARRANGEMENTS
The consolidated entity has unrestricted access to the
following finance facilities:
5,500

5,500

5,500

5,500

Multi purpose facilities

Overdraft

285,000

200,000

285,000

200,000

Bank bill lines

420,000

330,000

420,000

330,000

710,500

535,500

710,500

535,500

452,076

258,032

452,076

258,032

80,017

Amount of credit unused
The unused amounts of the facilities have the following terms:
Within 1 year

120,500

80,017

120,500

Within 1-2 years

–

–

–

–

Within 2-5 years

331,576

178,015

331,576

178,015

452,076

258,032

452,076

258,032

28 FINANCIAL INSTRUMENTS
Recognised financial instruments
The consolidated entity has recognised certain financial instruments in the accounts. These financial instruments are
disclosed in notes 8, 9, 11, 15 and 16.
Unrecognised financial instruments
The consolidated entity, through its diverse operations, is exposed to financial risks from movements in foreign exchange
rates, interest rates and commodity prices. The consolidated entity manages the foreign exchange and interest rate
exposures using a comprehensive set of policies and procedures approved by the Board of Directors. Speculative trading is
specifically prohibited by policy.
The consolidated entity is party to financial instruments for the purpose of reducing its exposure to adverse fluctuations in
foreign exchange and interest rates. The hedging instruments are subject to fluctuations in value and any such fluctuations
are generally offset by the value of the underlying financial risks being hedged.
(a) Interest rate risk exposure
The consolidated entity enters into various derivative transactions with the objective of obtaining lower funding costs
and a more stable and predictable interest cost outcome principally employing the use of interest rate swaps. In
addition, forward interest rate agreements, caps and floors are utilised. For interest rate swaps and forward rate
agreements, the consolidated entity agrees with counterparties to exchange, at specified intervals, the difference
between fixed rate and floating rate interest amounts calculated by reference to an agreed notional principal amount.
Any amounts paid or received relating to interest rate swaps and forward rate agreements are recognised as
adjustments to interest expense over the life of each contract swap, thereby adjusting the effective interest rate on the
underlying obligations. At 30 June 1999 the fixed rates varied from 5.6% to 7.7% (1998: 5.5% to 7.6%) and the
majority of the floating rates were at bank bill rates.
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28 FINANCIAL INSTRUMENTS ( CONTINUED )
(a) Interest rate risk exposure (continued)
The consolidated entity’s exposure to interest rate risk for classes of financial assets and financial liabilities is set out below.
FLOATING

FIXED INTEREST MATURING IN:
1 YEAR
OVER 1
MORE THAN NON-INTEREST
OR LESS
TO 5 YEARS
5 YEARS
BEARING

Note

$000

$000

8
9
11

48,901
–
–

–
27,856
–

–
318
–

48,901

27,856

493,385
–
493,385

1999
Financial assets
Cash
Receivables
Investments **

Financial liabilities
Borrowings
Accounts payable

15
16

Interest swaps *
1998
Financial assets
Cash
Receivables
Investments **

Financial liabilities
Borrowings
Accounts payable

Interest swaps and collar *

8
9
11

15
16

$000

$000

TOTAL

$000

$000

–
–
–

7,465
467,382
10,166

56,366
495,556
10,166

318

–

485,013

562,088

–
–

–
–

–
–

–
400,676

493,385
400,676

–

–

–

400,676

894,061

(399,440)

70,000

70,000

259,440

–

–

62,674
–
–

–
12,764
–

–
264
–

–
–
–

4,204
435,486
10,019

66,878
448,514
10,019

62,674

12,764

264

–

449,709

525,411

415,968
–

–
–

–
–

–
–

–
391,957

415,968
391,957

415,968

–

–

–

391,957

807,925

(206,000)

–

140,000

66,000

–

–

** Excluding investments in property and associate companies
* Notional principal amounts
(b) Foreign exchange risk exposure
The consolidated entity enters into foreign exchange contracts and currency options to hedge capital obligations,
expenses and revenues denominated in foreign currencies (principally US dollars). Benefits or costs arising from
currency hedges for expense and revenue transactions are brought to account in the profit or loss account at the same
time as the hedged transaction is brought to account. For transactions to hedge specific capital or borrowing
commitments any cost or benefit resulting from the hedge forms part of the initial asset or liability carrying value.
The following table sets out the gross value to be received under foreign currency contracts, the weighted average
contracted exchange rates and the settlement dates of outstanding contracts.
AVERAGE EXCHANGE RATE

Buy US dollars
Not longer than one year
Sell US dollars
Not longer than one year
Longer than one year but not longer than two years
Longer than two years but not longer than three years
Longer than three years but not longer than four years
Longer than four years but not longer than five years
Longer than five years

CONSOLIDATED

1999

1998

1999
$000

1998
$000

0.6575

0.6206

49,852

37,275

0.6767
0.6960
0.6756
0.6624
0.6470
0.6125

0.7015
0.6904
0.6976
0.6825
0.6672
0.6623

36,562
22,275
24,667
30,184
23,030
408

91,717
22,237
21,424
24,221
27,734
13,588

As these contracts are hedging future sales, purchases and capital commitments any unrealised gains and losses
on the contracts, together with the costs of the contract, will be recognised in the financial statements at the time the
underlying transaction occurs. The net unrecognised loss on hedges of future foreign currency purchases and sales
(that is, assuming no matching of physical transactions are taken into account) as at 30 June 1999 was $3.3 million.
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28 FINANCIAL INSTRUMENTS ( CONTINUED )
(c) Commodity price risk management
The consolidated entity manages commodity price risk as appropriate depending upon the availability of suitable risk
management instruments.
(d) Credit risk exposures
The consolidated entity’s maximum exposure to credit risk at balance date in relation to each class of recognised
financial asset is the carrying amount, net of any provision for doubtful debts, of those assets as indicated in the
balance sheet.
In relation to unrecognised financial assets, credit risk arises from the potential failure of counterparties to meet their
obligation under the contract or arrangement. Credit risk on off-balance sheet derivative contracts is minimised as
counterparties are recognised financial intermediaries with acceptable credit ratings determined by a recognised rating
agency. The consolidated entity’s maximum credit risk exposure in relation to these is as follows:
(i) Forward exchange contracts – the full amount of the foreign currency it will be required to pay when settling the
forward exchange contract, should the counterparty not pay the currency it is committed to deliver to the
consolidated entity. These amounts have been outlined above at note 28(b).
(ii) Interest rate swap and forward rate agreements – is limited to the net amounts to be received on contracts that are
favourable to the consolidated entity, being nil.
Concentration of credit risk
The consolidated entity minimises concentrations of credit risk in relation to accounts receivable by undertaking
transactions with a large number of customers within each industry. The majority of customers are concentrated in
Australia. The consolidated entity is not materially exposed to any individual overseas country or individual customer.
(e) Net fair values of financial assets and liabilities
Net fair values of financial assets and liabilities are determined by the consolidated entity on the following bases:
On-balance sheet financial instruments
Cash – the carrying amount approximates fair value.
Employee share plan loans (provided on an interest free basis) – the fair values are estimates using discounted cash
flow analysis on the expected inflows from repayment of loans by way of dividends. Dividends are assumed to
continue at the same level as for the current financial year. The discount rate for the year ended 30 June 1999 is
7.14% (1998: 7.0%) and is based on a 1.0% margin over the 10 year long term bond rate.
Trade debtors – the carrying amount approximates fair value.
Other receivables – the carrying amount approximates fair value.
Listed investments – the fair values are based on the final share prices on the Australian Stock Exchange at balance
date.
Accounts payable – the carrying amount approximates fair value.
Borrowings – the carrying amount approximates fair value as the repayment periods are generally short term in nature
(less than three months) with the split between current and non-current being based on the term of the facility under
which the borrowing is held.
Off-balance sheet financial instruments
The valuation of off-balance sheet financial instruments detailed below reflects the estimated amounts which the
consolidated entity expects to pay or receive to terminate the contracts (net of transaction costs) or replace the
contracts at their current market rates as at reporting date. This is based on independent market quotations and
determined using standard valuation techniques.
The carrying amounts and net fair values of financial assets and liabilities where the carrying value does not
approximate the fair value are as follows:
1999
1998
CARRYING
AMOUNT

NET FAIR
VALUE

CARRYING
AMOUNT

NET FAIR
VALUE

$000

$000

$000

$000

107,203

72,316

85,445

62,085

5,014

11,698

4,564

13,838

Interest rate swaps and forward rate agreements

–

10,946

–

3,097

Forward exchange contracts

–

3,339

–

25,261

Assets
Employee share plan loans
Listed shares and options
Liabilities

Employee share plan loans are carried above their net fair value as the directors intend to hold the loans until they
have been repaid in full from dividends paid by the company or from the proceeds of sale of shares by the employee.
These loans are secured by the related shares involved.
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29 SUPERANNUATION COMMITMENTS
AND OWNERSHIP REMUNERATION SCHEME
(a) Superannuation
The following superannuation and pension funds have been established:
Fund

Benefit type

Australian Wool Selling Brokers Superannuation Fund

Accumulated lump sum

CSBP Employees Superannuation Fund

Accumulated lump sum

The Coal Industry Superannuation Fund

Defined benefit fund

Wesfarmers Staff Retirement Fund

Defined benefit, pension and accumulated lump sum

Western Collieries Retirement and Assurance Plan
for Staff Members

Accumulated lump sum

Employees are entitled to varying levels of benefits on retirement, disability or death. The defined benefit funds
provide benefits based on years of membership and final average salary. Employees contribute to the funds at various
percentages of their remuneration. No contributions are currently being made to the Wesfarmers Staff Retirement
Fund by the consolidated entity. The consolidated entity’s contributions are not legally enforceable other than those
payable in terms of notified award and superannuation guarantee levy obligations.
The assets of each fund are sufficient to satisfy all benefits that would have vested under the plans in the event of
termination of the plans and voluntary or compulsory termination of employment of each employee.
Details of the defined benefits funds as extracted from their most recent financial reports are as follows:
WESFARMERS STAFF
RETIREMENT FUND
30 JUNE 1998

THE COAL INDUSTRY
SUPERANNUATION FUND
30 JUNE 1998

$000

$000

Accrued benefits

236,904

43,095

Net market value of plan assets

315,698

55,054

78,794

11,959

227,519

41,539

Surplus of net market value of plan assets over accrued benefits
Vested benefits
Actuarial assessments of plans were last made as follows:
Wesfarmers Staff Retirement Fund – 30 June 1998 by Mr D Balson FIAA

The Coal Industry Superannuation Fund – 30 June 1997 by Ms Catherine Nance BA, B.Sc., FIAA
(b) Employee share plan
The Wesfarmers Limited Employee Investment Plan (the “Plan”) was approved by shareholders in April 1985. Under
the Plan all permanent employees who have been continuously employed by Wesfarmers Limited or its subsidiaries
for a minimum period of one year and who are 18 years or older are invited to apply for fully paid ordinary shares in
the company (for December 1998: 6,663 were invited to apply for shares). All eligible employees receive the general
invitation to apply for a specified number of shares (December 1998: 500 shares). Senior executives may receive
invitations to apply for additional shares as and when they reach certain remuneration levels and periods of service
within the consolidated entity.
Shares can be allotted under the Plan at a price being not less than 90% of the weighted average market price of
Wesfarmers Limited fully paid shares during the one week period up to and including the day of allotment. In
December 1998 the shares were allotted at the full weighted average price of Wesfarmers Limited shares posted on the
Australian Stock Exchange one week up to and including the day of allotment.
The articles of association of Wesfarmers Limited currently provide that the number of shares issued or liable to be
taken up under the Plan shall not exceed 10% of the then issued capital of the company. The number of shares issued
to current employees is approximately 8.9% of the issued capital of the company.
During the financial year 4,224,758 ordinary fully paid shares have been issued to employees under the Plan, the
total market value of those shares at the issue date (11 December 1998) was $54,076,902 and the total amount
received and/or receivable from employees for those shares is $54,457,130.
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

12,401

11,346
3,976

3,449

30 REMUNERATION OF DIRECTORS
AND EXECUTIVES
(a) Directors’ remuneration (including executive directors)
Income paid or payable or otherwise made available to all
directors of each entity in the consolidated entity from the
company or any related party
Income paid or payable or otherwise made available to
all directors of the company or any related party

WESFARMERS LIMITED

1999

1998

No.

No.

Directors of Wesfarmers Limited whose remuneration
was within:
$

0

– $

9,999

–

2

$

30,000

– $

39,999

–

2

$

40,000

– $

49,999

3

6

$

50,000

– $

59,999

6

1

$

70,000

– $

79,999

1

1

$ 190,000

– $

199,999

–

1

$ 200,000

– $

209,999

1

–

$ 540,000

– $

549,999

–

1

$ 630,000

– $

639,999

1

1

$ 650,000

– $

659,999

1

–

$1,570,000 – $ 1,579,999

–

1

$1,930,000 – $ 1,939,999

1

–

The remuneration of executive directors includes amounts both paid and unpaid by the consolidated entity.
It includes salaries, incentive payments, allowances and other benefits actually paid by the consolidated entity.
It also includes notional superannuation contributions that have not been paid by the consolidated entity due
to an actuarial surplus in the superannuation fund.
CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

$000

$000

$000

$000

12,635

12,359

6,127

6,116

(b) Executive remuneration
Amounts received or due and receivable by executives of
Wesfarmers Limited from the company and entities in the
consolidated entity and related entities whose remuneration
is $100,000 or more
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CONSOLIDATED

WESFARMERS LIMITED

1999

1998

1999

1998

No.

No.

No.

No.

30 REMUNERATION OF DIRECTORS
AND EXECUTIVES ( CONTINUED )
(b) Executive remuneration (continued)
Executives of Wesfarmers Limited and entities in the
consolidated entity whose remuneration was within:
$ 120,000 – $ 129,999

–

2

–

$ 130,000 – $ 139,999

–

1

–

–
–

$ 140,000 – $ 149,999

1

2

–

1

$ 150,000 – $ 159,999

3

2

–

–

$ 160,000 – $ 169,999

1

2

–

–

$ 170,000 – $ 179,999

4

2

–

–

$ 180,000 – $ 189,999

1

2

1

2

$ 190,000 – $ 199,999

3

3

–

–

$ 200,000 – $ 209,999

5

3

1

–

$ 210,000 – $ 219,999

3

1

–

–

$ 220,000 – $ 229,999

–

1

–

–

$ 230,000 – $ 239,999

3

4

1

–

$ 240,000 – $ 249,999

3

2

1

1

$ 250,000 – $ 259,999

1

3

–

2

$ 270,000 – $ 279,999

1

3

–

1

$ 280,000 – $ 289,999

1

–

1

1

$ 290,000 – $ 299,999

1

–

–

–

$ 300,000 – $ 309,999

1

–

–

–

$ 310,000 – $ 319,999

–

2

–

–

$ 320,000 – $ 329,999

1

–

1

–

$ 370,000 – $ 379,999

–

1

–

–

$ 390,000 – $ 399,999

1

–

–

–

$ 400,000 – $ 409,999

–

1

–

–

$ 410,000 – $ 419,999

–

1

–

1

$ 460,000 – $ 469,999

2

–

2

–

$ 470,000 – $ 479,999

1

1

1

1

$ 480,000 – $ 489,999

1

–

–

–

$ 540,000 – $ 549,999

–

1

–

1

$ 580,000 – $ 589,999

–

1

–

1

$ 630,000 – $ 639,999

1

1

1

1

$ 650,000 – $ 659,999

1

–

1

–

$1,570,000 – $1,579,999

–

1

–

1

$1,930,000 – $1,939,999

1

–

1

–

For the purposes of Accounting Standards AASB1034 the company has interpreted executive officers as being the
managing director, divisional executive directors and general managers in the consolidated entity.
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31 PARTICULARS RELATING TO CONTROLLED ENTITIES
BENEFICIAL INTEREST

BENEFICIAL INTEREST

1999 1998
%

%

75
100
100
100
100
100
100
100
100
100
100
100
75
100
100
100
100
100
100
100
100
100
100
100
55
–
100
100
100
100
100
100

75
100
100
100
100
100
100
100
100
100
100
100
75
100
100
100
100
100
100
100
100
100
100
100
55
55
100
100
100
100
100
100

100
100
100
100
100
100
100
100
100

100
100
100
100
100
100
100
100
64

1999 1998
%

%

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100
–
100
100
100
100
100
100
100
100
100
100
100
–
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

100
100

100
100

Parent entity:
Wesfarmers Limited
Controlled entities:
Australian Gold Reagents Pty Ltd
Barnett Bros Pty Ltd +
Bunnings (Northern Territory) Pty Ltd +
Bunnings Building Supplies Pty Ltd +
Bunnings Chip Mill Pty Ltd +
Bunnings Forest Products Pty Ltd +
Bunnings Management Services Pty Ltd +
Bunnings Manufacturing Pty Ltd +
Bunnings Properties Pty Ltd +
Bunnings Property Management Limited
Bunnings Pulp Mill Pty Ltd +
Bunnings Timbacraft Pty Ltd +
Bunnings Tree Plantations Ltd
Bunnings Treefarms Pty Ltd +
CS Holdings Pty Limited +
CSBP Ammonia Terminal Pty Ltd
CSBP Superannuation Services Pty Ltd
Cardinal Contractors Pty Ltd +
Chemical Holdings Kwinana Pty Ltd +
Co-operative Wholesale Services Ltd
Credit Management Pty Ltd +
Cuming Smith and Company Limited +
Dalgety Limited +
Dalgety Real Estate (Qld) Pty Limited +
Dalgety Winchcombe Backhouse Ray <
Dalgety Winchcombe FGC Bodman <
Eastfarmers Pty Ltd +
Greenloop Limited #
Interfix Gold Coast Pty Ltd +
Interline Pty Ltd +
Jakem Timbers Limited <
Johnstone River Transport Pty Ltd
Kwinana Nitrogen Company Proprietary
Limited +
Latot Pty Ltd
Loggia Pty Ltd +
Malwest Pty Ltd
Millars (WA) Pty Ltd +
Pailou Pty Ltd +
R&N Palmer Pty Ltd +
Riodale Pty Ltd (in liquidation)
South West Forest Holdings Pty Ltd
#
<

Stores Realty Pty Ltd +
Tasmanian Fertilisers Limited +
Total Western Transport Pty Ltd
Ucone Pty Ltd +
WA Chip & Pulp Co Pty Ltd +
WA Salvage Pty Ltd +
Wesfarmers Bangladesh Gas Pty Ltd
Wesfarmers Bengalla Limited
Wesfarmers Bunnings Limited +
Wesfarmers CSBP Limited +
Wesfarmers Coal (Indonesia) Pty Ltd +
Wesfarmers Coal Limited +
Wesfarmers Coal Superannuation Pty Ltd +
Wesfarmers Credit Corporation (Finance) Ltd
Wesfarmers Credit Corporation Limited
Wesfarmers Dalgety Limited +
Wesfarmers Dalgety Real Estate (WA) Pty Ltd +
Wesfarmers Dalgety Risk Management Pty Ltd
Wesfarmers Dalgety Tenderland Pty Ltd
Wesfarmers Dalgety Wool Pty Ltd
Wesfarmers Energy Limited +
Wesfarmers Federation Insurance Limited
Wesfarmers Fertilizers Pty Ltd +
Wesfarmers Gas Limited +
Wesfarmers International Finance Limited #
Wesfarmers Investments Pty Ltd
Wesfarmers Kleenheat Gas (Asia) Limited #
Wesfarmers Kleenheat Gas Pty Ltd +
Wesfarmers LPG Pty Ltd
Wesfarmers Nitrogen Company Pty Ltd +
Wesfarmers Provident Fund Pty Ltd +
Wesfarmers Resources Pty Ltd +
Wesfarmers Risk Management Limited #
Wesfarmers Sugar Company Pty Ltd
Wesfarmers Superannuation Pty Ltd +
Wesfarmers Transport Indonesia Pty Ltd
Wesfarmers Transport Limited +
Weskem Pty Ltd +
Westralian Farmers Superphosphates Limited +
XCC Pty Ltd (formerly Charlie Carter
Pty Ltd) (in liquidation)
XCC (Retail) Pty Ltd

Audited by firms of Ernst & Young International.
Audited by other firms of accountants.

With the exception of Greenloop Limited, Wesfarmers International Finance Limited and Wesfarmers Kleenheat Gas
(Asia) Limited which are incorporated in Hong Kong, Jakem Timbers Limited incorporated in the United Kingdom and
Wesfarmers Risk Management Limited incorporated in Bermuda, all other companies in the consolidated entity are
incorporated in Australia.
+ An approved deed of cross guarantee in accordance with the ASIC Class Orders made on 19 December 1991 has been
entered into by Wesfarmers Limited and these entities. As a result separate audit opinions have not been issued for
these entities.
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1999
$000

31 PARTICULARS RELATING TO
CONTROLLED ENTITIES ( CONTINUED )
For entities within the consolidated entity which have entered into deeds of cross guarantee,
the consolidated profit and loss statement and balance sheet are as follows:
Consolidated profit and loss statement
Operating profit before abnormal items and income tax
Abnormal items before income tax
Operating profit before income tax
Income tax attributable to:
Operating profit before abnormal items
Abnormal items

238,683
1,285
239,968
72,118
(630)
71,488

Operating profit after income tax

168,480

Retained profits at the beginning of the financial year
Aggregate of amounts transferred from reserves
Total available for appropriation
Dividends provided for or paid
Retained profits at the end of the financial year

174,360
42
342,882
177,851
165,031

Consolidated balance sheet
Current assets
Cash
Receivables
Inventories
Total current assets

27,250
437,645
474,520
939,415

Non-current assets
Receivables
Investments
Property, plant and equipment
Intangibles
Other
Total non-current assets

100,096
144,261
1,033,806
140,505
14,645
1,433,313

Total assets

2,372,728

Current liabilities
Borrowings
Accounts payable
Provisions
Other
Total current liabilities

288,528
363,509
220,721
9
872,767

Non-current liabilities
Borrowings
Accounts payable
Provisions
Total non-current liabilities
Total liabilities
Net assets

250,028
2,854
87,917
340,799
1,213,566
1,159,162

Shareholders’ equity
Issued capital
Reserves
Retained profits
Total shareholders’ equity

950,402
43,729
165,031
1,159,162
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32 PARTICULARS RELATING TO ASSOCIATED ENTITIES
CONTRIBUTION
BENEFICIAL
ASSOCIATED ENTITY

PRINCIPAL ACTIVITY

BOOK VALUE

INTEREST

1999
%

TO CONSOLIDATED

OF INVESTMENT

1998
%

1999
$000

1998
$000

PROFIT

1999
$000

1998
$000

Arcadian Wool Brokers Limited

Wool handling

41

41

3,001

3,000

94

253

Air Liquide WA Pty Ltd

Industrial gases

40

40

1,381

1,381

1,442

881

Albany Wool Stores Pty Ltd

Wool handling

35

35

185

185

4

–

Bengalla Agricultural Company
Pty Limited

Dairy

37

35

1

–

4

(22)

Bunnings Warehouse Property Trust

Property

25

–

26,279

–

2,380

Calm Services Pty Limited

Livestock service

37

37

1,520

1,500

(132)

–
(60)

Gresham Partners Group Limited

Merchant banking

50

50

4,255

4,255

2,819

2,216

Jardine Australian Insurance Broker
Holdings Pty Limited

Insurance broking

10

20

1,010

2,020

1,028

1,086

Queensland Nitrates Management
Pty Ltd

Chemical manufacture

50

50

–

–

–

–

Queensland Nitrates Pty Ltd

Chemical manufacture

50

50

–

–

–

–
41

Sydney Woolbrokers Limited

Wool handling

48

48

108

108

(42)

Wesfarmers OD Transport Pty Ltd

Transport

50

50

–

41

33

42

Wesmilk Pty Ltd

Cheese manufacture

–

50

–

250

–

(72)

Wespine Industries Pty Ltd

Pine sawmillers

50

50

7,030

7,030

3,046

2,325

Wooldumpers Australia Limited

Wool handling

50

50

8,583

2,600

2,391

–

53,353

22,370

13,067

6,690

CONSOLIDATED

1999
$000

1998
$000

19,649

11,233

6,582

4,543

13,067

6,690

Balance at the beginning of the financial year

27,084

20,843

Acquisition of associates during the financial year

32,392

2,600

Disposal of associates during the financial year

(1,107)

(1,073)

Additional disclosure
(a) Share of associates’ profits
Operating profit before income tax
Income tax expense
Operating profit after income tax
(b) Carrying amount of investment in associates

Adjustment on introduction of new accounting standard
Share of associates’ profits for the financial year
Share of associates’ movements in reserves during the financial year

2,419
6,690

–

406

Dividends received from associates

(9,099)

(4,801)

Carrying amount of interest in associates

62,337

27,084

(c) The consolidated entity’s share of associated companies commitments
and contingent liabilities and are included in notes 25 and 26 where material.
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OPERATING REVENUE

SEGMENT ASSETS

EARNINGS BEFORE TAX

1999

1998

1999

1998

1999

1998

$000

$000

$000

$000

$000

$000

Rural services and insurance

755,511

739,441

506,255

466,970

23,318

27,881

Fertilisers and chemicals

419,504

467,592

485,321

406,684

61,361

78,693

Energy

471,736

455,133

631,495

526,299

97,861

99,762

1,170,004

892,415

781,203

796,431

99,141

70,108

159,364

273,772

287,211

285,844

23,869

26,293

2,691,485 2,482,228

305,550

302,737

33 SEGMENT INFORMATION

Hardware and forest products
Other – investments and services

2,976,119 2,828,353
Consolidation adjustments

(5,692)

(5,579)

(115,256) (108,583)

(5,604)

(5,486)

Abnormal items
– Hardware & forest products segment

84,525

–

–

–

(12,806)

– Other segment

64,509

–

–

–

14,091

–

–

–

–

(48,696)

(38,268)

252,535

258,983

Interest paid and corporate overheads

3,119,461 2,822,774

2,576,229 2,373,645

–
–

The consolidated entity operates predominantly in Australia.
CONSOLIDATED

1999

1998

– Before abnormal items and goodwill amortisation

71.9

70.6

– Before abnormal items

69.1

67.6

– After abnormal items

69.8

67.6

257,073,060

245,496,307

34 EARNINGS PER SHARE
Basic and diluted earnings per share (cents per share)

Weighted average number of ordinary shares used in the basic earnings per share calculation

CONSOLIDATED

1999
$000

1998
$000

5,447

6,758

35 INTERESTS IN JOINT VENTURES
Interests in joint ventures are included in the accounts in the following categories:
Current assets
Cash
Receivables

474

325

Inventories

3,907

5,661

9,828

12,744

Non-current assets
Investments
Property, plant and equipment

Total assets employed in joint ventures

16,764

16,500

186,869

132,909

203,633

149,409

213,461

162,153

5,881

13,859

340

–

6,221

13,859

207,240

148,294

Current liabilities
Accounts payable
Provisions
Total liabilities
Net assets
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35 INTERESTS IN JOINT VENTURES ( CONTINUED )
Details of the consolidated entity’s interest in joint ventures:
JOINT VENTURE

PRINCIPAL ACTIVITY

CONTRIBUTION TO
CONSOLIDATED PROFIT
AFTER INCOME TAX

INTEREST

1999
%

1998
%

1999
$000

1998
$000

NET ASSETS

1999
$000

1998
$000

40 The Esplanade, Perth

Investment property

50

50

639

623

16,750

16,500

Sodium Cyanide

Sodium cyanide manufacture

75

75

4,837

9,105

52,770

49,944

–

65

–

–

–

13,326

37

35

1,696

– 137,720

68,524

Kwinana Ammonia Terminal

Ammonia terminal

Bengalla Joint Venture

Coal exploration

Total interest in joint ventures

7,172

9,728 207,240 148,294

36 ECONOMIC DEPENDENCY
Approximately 82% (1998: 81%) of the consolidated entity’s production from its coal operations is sold to Western
Power in accordance with a contract that expires in the year 2010.
The manufacture of liquefied petroleum gas is dependent on the supply of gas under a long term contract with AlintaGas.

37 RELATED PARTIES DISCLOSURES
1. The directors of Wesfarmers Limited during the year were:
D J Asimus

E Fraunschiel

R D Lester

J M Paterson

M A Chaney

L A Giglia

W J Murphy

C H Perkins

T R Eastwood

J P Graham

D E W Nuttall

D C White

T J Flügge

K P Hogan

2. The ultimate parent entity of Wesfarmers Limited is Westralian Farmers Co-operative Limited.
3. The following related party transactions occurred during the year:
(a) Transactions with related parties
(i) Wesfarmers Limited and its controlled entities are provided with loan funds from Westralian Farmers
Co-operative Limited from time to time at interest rates equivalent to the net cost of Westralian Farmers
Co-operative Limited’s borrowings. The balance of these loans at 30 June 1999 was $31.2 million
(1998: $37.3 million).
(ii) Sales and services to and purchases from associated and partly owned entities and director related entities
by the consolidated entity are made under normal commercial terms and conditions and are not material.
(iii)Sales and services to and purchases from wholly owned entities by Wesfarmers Limited are under normal
commercial terms and conditions and are not material.
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CONSOLIDATED

1999

1998

$000

$000

Aggregate of advances outstanding at 30 June

14,442

5,812

Aggregate of advances made during the year

10,267

562

2,936

802

No.

No.

37 RELATED PARTIES DISCLOSURES ( CONTINUED )
(b) Transactions with directors of Wesfarmers Limited and controlled entities:
(i) Loans to directors
Wesfarmers Limited employee share plan

The names of directors of Wesfarmers Limited and controlled entities
who received advances:
R J Adams
R J B Goyder
K J O’Connell
K M Alden
K T Graham
W H Pruys
D E Allan
E P Harnett
H R Ramsay
E C Annandale
G P Ireson
M W Ridley
D Antenucci
P J Johnston
D A Robb
D J Beisley
P J Jolob
D C Rogers
J Boros
P T Kay
L J Schmitz
M Broadbent
B J Kelly
R M Sebo
R J Buckley
R C Keogh
G L Sharpe
R A Carey
P W Knowles
B J Sweeney
M A Chaney
T J R Kuzman
D A Tannock
P J C Davis
F G D Landels
I P Thomson
B J H Denison
B J Larking
A D Tietzel
P R Durham
J McCallum
G T Tilbrook
M G Evans
T T Morgan
M J Vitlich
T A Foley
D C Mossop
P Wickham
E Fraunschiel
W F Murphy
J H Wilson
D K Goldsmith
W J Murphy
Aggregate of repayments made during the year
The names of directors of Wesfarmers Limited and controlled entities
who made repayments:
R J Adams
R J B Goyder
W J Murphy
K M Alden
K T Graham
K J O’Connell
D E Allan
E P Harnett
W H Pruys
E C Annandale
R A Helyar
H R Ramsay
D Antenucci
G P Ireson
M W Ridley
D J Beisley
P J Johnston
D A Robb
J Boros
P J Jolob
D C Rogers
M Broadbent
P T Kay
L J Schmitz
R J Buckley
B J Kelly
R M Sebo
R A Carey
R C Keogh
G L Sharpe
M A Chaney
P W Knowles
B J Sweeney
P J C Davis
T J R Kuzman
D A Tannock
B J H Denison
F G D Landels
I P Thomson
P R Durham
B J Larking
A D Tietzel
M G Evans
J McCallum
G T Tilbrook
T A Foley
T T Morgan
M J Vitlich
E Fraunschiel
D C Mossop
P Wickham
D K Goldsmith
W F Murphy
J H Wilson
Terms and conditions:
The terms and conditions of advances and repayments are set out in the
Wesfarmers Employee Share Plan Prospectus, a copy of which was lodged with
the Australian Securities and Investments Commission on 12 November 1998
(1998: 13 November 1997).
(ii) Interest in the shares and options of entities within the consolidated entity held
by directors of the reporting entity and their related entities as at 30 June 1999.
Aggregate number of shares acquired under the dividends investment plan
Aggregate number of shares acquired under the Wesfarmers employee share plan
Aggregate number of shares held
Aggregate number of options held

45,034
14,660
400,500
–
1,882,686 1,431,115
–
219,000

38 SUBSEQUENT EVENTs
(a) Subsequent to the end of the financial year the company announced that it would buy back up to five per cent of its
ordinary shares. At the date of this report the company had not bought back any shares.
(b) On 3 August 1999, the company announced a $100 million commitment to invest in the Gresham Private Equity Fund.
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The information appearing on pages 2 to 31 forms part of the directors’ report for the year ended 30 June 1999
and is to be read in conjunction with the following information:

Results and dividends
Operating profit

Consolidated operating profit after income tax
Less outside equity interests
Operating profit after income tax attributable to members of Wesfarmers Limited

1999
$000

1998
$000

180,101

166,671

660

601

179,441

166,070

Dividends
The following dividends have been paid by the company or declared by the directors
since the commencement of the financial year ended 30 June 1999:
(a) out of the profits for the year ended 30 June 1998 on the fully-paid ordinary
shares as disclosed in last year’s directors’ report:
fully franked final dividend of 43 cents per share paid on 29 October 1998

107,972

(b) out of the profits for the year ended 30 June 1999 on the fully-paid
ordinary shares:
(i) fully franked interim dividend of 25 cents per share paid on 19 April 1999

65,060

(ii) fully franked final dividend of 42 cents per share declared by the directors
for payment on 27 October 1999

112,791

Principal activities
The principal activities during the year of entities within the consolidated entity were:
•

fertilisers and chemicals manufacture;

•

gas processing and distribution;

•

coal mining and production;

•

building materials, hardware and forest products;

•

rural and country services including merchandise and agency business;

•

transport; and

•

insurance.

There have been no significant changes in the nature of those activities during the year.
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Directors
Information on directors
The names and details of the directors of the company in office during the financial year and until the date of this report
appear on pages 28 and 29.
Directors’ shareholdings
Securities in the company or in a related body corporate in which directors have a relevant interest as at the date of this
report were:
Wesfarmers Limited
ordinary shares
D J Asimus

Westralian Farmers
Co-operative Limited
$2.00 stock units

2,609

M A Chaney

600,427

3,510

T R Eastwood

488,149

478,190

T J Flügge
E Fraunschiel
L A Giglia

2,964

2,832

354,484

250,000

6,444

12,215

J P Graham

95,893

4,331

K P Hogan

4,593

1,753

12,308

200

R D Lester
W J Murphy

173,325

D E W Nuttall

22,913

J M Paterson

11,310

40,774
10,294

C H Perkins
D C White

27,642
7,945

84,187
3,410

Directors’ benefits
During or since the end of the financial year no director of the company has received or become entitled to receive a benefit,
other than a benefit included in the aggregate amount of emoluments received or due and receivable by the directors shown
in the consolidated accounts, by reason of a contract entered into by the company or an entity that the company controlled
or a body corporate that was related to the company when the contract was made or when the director received, or became
entitled to receive, the benefit with:
•
•
•

a director, or
a firm of which a director is a member, or
an entity in which a director has a substantial financial interest,

except to the extent of borrowings for primary production purposes, negotiated in the normal course of the company’s
business and other than payments made to Gresham Partners Group Limited entities, of which Mr J P Graham is a director,
for professional services provided in the ordinary course of business and provided in respect of the company’s investment in
the Gresham Private Equity Fund; on normal commercial terms.
Insurance of directors and officers
During or since the end of the financial year, the company has paid or agreed to pay a premium in respect of a contract
insuring all the directors and officers against a liability incurred in their role as directors and officers of the entity,
except where:
(a) the liability arises out of conduct involving a wilful breach of duty; or
(b) there has been a contravention of sections 232(5) or (6) of the Corporations Law.
The total amount of insurance contract premiums paid has not been disclosed due to a confidentiality clause in the
insurance contract.
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Directors ( CONTINUED )
Directors’ and other officers’ emoluments
Non-executive directors’ fees are determined by the board of directors within the aggregate amount approved by shareholders
currently standing at $693,000. In determining fees, each year the board seeks appropriate external advice.
The compensation committee of the Wesfarmers Limited board of directors is responsible for the determination of
remuneration policies for Wesfarmers as a whole, including those affecting the Managing Director and senior managers who
report to the Managing Director. In determining policies and practices that are market competitive and will attract, motivate
and retain high quality people, the committee regularly seeks appropriate external advice.
The senior managers of the consolidated entity receive their emoluments by way of cash and benefits such as motor vehicles.
Salary packages are designed so that the manner of payment will be optimal for the recipient without adding to the overall
cost to the company.
The compensation committee links the nature and amount of officers’ emoluments to the company’s financial and
operational performance. All senior managers participate in a plan which provides cash incentives where specified criteria are
met including: annual profit and return on capital targets; and – where appropriate – safety targets for business operations
under their control.
Details of the nature and amount of the emolument of each director of the company and each of the five executive officers
of the company and the consolidated entity receiving the highest emolument for the financial year are as follows:
Annual emoluments
Base(1)

Incentive(2)

Other(3)

Total

$000

$000

$000

$000

74

203

Non-executive directors
C H Perkins

129

K P Hogan

77

77

D C White

55

55

L A Giglia

53

53

D E W Nuttall

53

53

R D Lester

52

52

T R Eastwood

50

50

J M Paterson

50

50

D J Asimus

49

49

T J Flügge

49

49

J P Graham

49

49

Executive directors
M A Chaney

693

921(4)

325

E Fraunschiel

418

60

181

1,939
659

W J Murphy

422

51

163

636

J Boros

286

109

91

486

H R Ramsay

365

33

81

479

P W Knowles

365

36

69

470

J F Ring

369

18

76

463

T J R Kuzman

253

12

131

396

Executive officers

Base salaries/fees (including superannuation).
Performance based incentive payments.
(3)
Other benefits (including motor vehicles and fringe benefits).
(4)
Vested portion of long term incentive.
(1)
(2)
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Directors ( CONTINUED )
Directors’ meetings
In addition to its regular meetings, the board acts through the audit committee, the nomination committee, the
compensation committee and the class orders committee.
The audit committee monitors the internal control and financial systems operating in the company and provides a direct link
between the board and the company’s internal and external auditors. The members of the committee are Messrs D C White
(Chairman), L A Giglia, R D Lester and D E W Nuttall.
The composition and performance of the board – including criteria for the appointment and retirement of directors –
is monitored by the nomination committee. The members of the committee are Messrs C H Perkins and K P Hogan.
The compensation committee, which comprises all non-executive directors, meets as and when required to review the
company’s remuneration policies and practices, including those affecting the senior management of the company.
The class orders committee meets as and when required to consider the issues involved and, if appropriate, authorises
completion of documentation required under the Australian Securities and Investments Commission Class Orders relieving
subsidiaries from producing annual accounts and having them audited. Its members are Messrs C H Perkins, M A Chaney
and E Fraunschiel. The class orders committee was not required to meet during the financial year.
The following table sets out the number of meetings of the company’s directors (including meetings of committees) held
during the year ended 30 June 1999, and the number of meetings attended by each director:

No. of meetings held:

Board
meetings

Audit

9

5

Committee meetings
Nomination Compensation
1

2

No. of meetings attended by:
C H Perkins (Chairman)

9

1

2

K P Hogan (Deputy Chairman)

9

1

2

M A Chaney (Managing Director)

9

D J Asimus

9

2

T R Eastwood

8

1

T J Flügge

9

2

E Fraunschiel

9

L A Giglia

8

J P Graham

9

R D Lester

9

W J Murphy

9

D E W Nuttall

9

J M Paterson

9

D C White

9

4

2

5

2

5

2

5

2

2

2
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Review of operations
The operations of the consolidated entity during the financial year and the results of those operations are reviewed on pages
2 to 31 of this report and in the accompanying financial statements.

Significant changes in the state of affairs
Particulars of the significant changes in the state of affairs of the consolidated entity during the financial year are as follows:
•

operating revenue up 10.5 per cent to $3.1 billion

•

operating profit after tax before abnormal items up 7.2 per cent to $178 million

see pages 3 and 5
see pages 3 and 5

•

dividends paid up 7.9 per cent to $178 million

see pages 3 and 4

•

shareholders’ equity up 3.2 per cent to $1.2 billion

see page 3

•

net borrowings up 24.9 per cent to $437 million

see page 3

•

gearing (net debt to equity) up 21.4 per cent to 36.3 per cent

see page 3

•

a net abnormal profit of $1.9 million comprising profits after tax of $12.3 million arising
from the sale of retail properties to the Bunnings Warehouse Property Trust and $9.0 million
from the sale of shares in SGIO Insurance Limited; and a loss of $19.4 million after tax arising
from the $30.3 million write-down of sawmilling, woodchipping and timber processing assets
operated by the company’s forest products subsidiary

see page 5

•

50 cents per share capital return to shareholders in August 1998

see page 6

•

opening of Bunnings’ warehouse stores

see page 11

Significant events after the balance date
Subsequent to the end of the financial year the company announced that it would buy back up to five per cent of its ordinary
shares. At the date of this report the company had not bought back any shares.
On 3 August 1999 the company announced a $100 million commitment to invest in the Gresham Private Equity Fund.
No other matters or circumstances have arisen since the end of the financial year that have significantly affected, or may
significantly affect the operations, results of operations or state of affairs of the consolidated entity in subsequent
financial years.

Likely developments and expected results
Likely developments in and expected results of the operations of the consolidated entity in subsequent years are referred
to elsewhere in this report, particularly on pages 5 to 27. In the opinion of the directors, further information on those
matters could prejudice the interests of the company and the consolidated entity and has therefore not been included
in this report.

Environmental regulation and performance
The consolidated entity holds licenses issued by the Environmental Protection Authority, the Department of Minerals and
Energy, the Water Corporation, the Department of Health and various other authorities throughout Australia.
These licenses regulate the management of air and water quality, the storage and carriage of hazardous materials and disposal
of wastes associated with the consolidated entity’s operations.
There have been no material known breaches of the consolidated entity’s licence conditions.

Share options
During the financial year 6,695,912 options to purchase ordinary shares in the company were exercised at a price of $12.00
each and 51,164 options expired on 30 June 1999.

Corporate governance
In recognising the need for the highest standards of corporate behaviour and accountability, the directors of Wesfarmers
Limited support and have adhered to the principles of corporate governance. The company’s corporate governance statement
is contained on pages 30 and 31 of this annual report.
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Year 2000 project
Satisfactory progress was made during the year on a project to ensure that the consolidated entity’s computer systems and
operational infrastructure will be year 2000 ready. The company’s audit committee has regularly monitored progress towards
achieving year 2000 readiness since 1996 when the issue was identified as a potential business risk.
As at the date of this report critical system readiness had been completed by each of the consolidated entity’s business units
and contingency plans were being finalised. In addition to ensuring that its own business units are year 2000 ready, the
consolidated entity is monitoring the readiness of its major customers, suppliers, utilities and service providers.
The total estimated cost of compliance by the consolidated entity is $13 million although about half of this expenditure has
been incurred in replacement systems, providing business enhancement.
The company has provided regular updates on year 2000 readiness to the Australian Stock Exchange.

Rounding
The amounts contained in this report and in the financial statements have been rounded off under the option available to the
company under ASIC Class Order 98/100. The company is an entity to which the Class Order applies.
Signed in accordance with a resolution of the directors of Wesfarmers Limited.

C H Perkins
Chairman

M A Chaney
Managing Director

Perth, 7 September 1999
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In accordance with a resolution of the directors of Wesfarmers Limited, we state that:
1. In the opinion of the directors:
(a) the financial statements and notes of the company and of the consolidated entity are in accordance with the
Corporations Law, including:
(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 1999 and
of their performance for the year ended on that date; and
(ii) complying with Accounting Standards and Corporations Regulations; and
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due
and payable.
2. In the opinion of the directors, as at the date of this declaration, there are reasonable grounds to believe that the
members of the closed group comprising the company and the controlled entities marked “+” as identified in
note 31 will be able to meet any obligations or liabilities to which they are or may become subject to, by virtue
of the deed of cross guarantee disclosed in note 26.
On behalf of the board

C H Perkins
Chairman
Perth, 7 September 1999
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M A Chaney
Managing Director

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF WESFARMERS LIMITED

Scope
We have audited the financial report of Wesfarmers Limited for the financial year ended 30 June 1999, as set out on pages
34 to 62 and the directors’ declaration on page 69. The financial report includes the financial statements of Wesfarmers
Limited, and the consolidated financial statements of the consolidated entity comprising the company and the entities
it controlled at year’s end or from time to time during the financial year. The company’s directors are responsible for the
financial report. We have conducted an independent audit of the financial report in order to express an opinion on it to
the members of the company.
Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether
the financial report is free of material misstatement. Our procedures included examination, on a test basis, of evidence
supporting the amounts and other disclosures in the financial report, and the evaluation of accounting policies and
significant accounting estimates. These procedures have been undertaken to form an opinion whether, in all material
respects, the financial report is presented fairly in accordance with Accounting Standards, other mandatory professional
reporting requirements and statutory requirements, so as to present a view which is consistent with our understanding of
the company’s and the consolidated entity’s financial position and performance as represented by the results of their
operations and their cash flows.
The audit opinion expressed in this report has been formed on the above basis.
Audit opinion
In our opinion, the financial report of Wesfarmers Limited is in accordance with:
(a) the Corporations Law including:
(i) giving a true and fair view of the company’s and the consolidated entity’s financial position as at 30 June 1999 and
of their performance for the year ended on that date; and
(ii) complying with Accounting Standards and the Corporations Regulations; and
(b) other mandatory professional reporting requirements.

Ernst & Young

G H Meyerowitz
Partner
Perth, 7 September 1999
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Substantial shareholders
Substantial shareholder details as at 7 September 1999 were:
Holders of relevant interest

Number of ordinary
shares in which interest held

Westralian Farmers Co-operative Limited,
its subsidiaries and their associates

133,007,689

Gresham Partners Management Limited and its related bodies
corporate and their associates (Gresham Partners Management
Limited is the manager of The Franked Income Fund)

137,580,901

Both substantial shareholders have a relevant interest in the shares which are held in the company by WFCL Investments Pty
Ltd. The difference in their holding is due to the difference in their associates and the date of lodgement of their notices.

Unlisted shares
Westralian Farmers Co-operative Limited is the holder of one $1 redeemable founders share.

Voting rights
Ordinary fully-paid shares, carry voting rights of one vote per share. The founders share has voting rights only in exceptional
circumstances as stated in the constitution of the company.
Distribution of members and their holdings
Size of holding
1 –

Number of ordinary shareholders

1,000

19,209

1,001 –

5,000

14,648

5,001 –

10,000

1,700

10,001 –

100,000

1,072

100,001 –

and over

103
36,732

There were 886 holders of less than a marketable parcel of ordinary shares.
Less than one per cent of shareholders have registered addresses outside Australia.

Twenty largest shareholders
The twenty largest holders of ordinary shares in the company as at 7 September 1999 were:
Name

Number of shares

% of issued capital (*)

128,496,471

47.9

Westpac Custodian Nominees Limited

8,565,262

3.2

Permanent Trustee Australia Limited

6,948,510

2.6

Chase Manhattan Nominees Limited

4,995,103

1.9

Queensland Investment Corporation

4,883,649

1.8

National Nominees Limited

3,405,547

1.3

AMP Life Limited

2,963,650

1.1

ANZ Nominees Limited

2,214,036

0.8

NRMA Investments Pty Limited

1,942,825

0.7

Citicorp Nominees Pty Limited

1,858,646

0.7

Australian Foundation Investment Company Limited

1,196,430

0.4

BT Custodial Services Pty Limited

WFCL Investments Pty Ltd

1,086,891

0.4

GIO Personal Investment Services Limited

882,417

0.3

Commonwealth Custodial Services Limited

857,903

0.3

Commonwealth Life Limited

846,850

0.3

MLC Limited

819,352

0.3

Wesfarmers Superannuation Pty Ltd

750,000

0.3

Argo Investments Limited

693,814

0.3

Transport Accident Commission

657,808

0.2

AXA Trustees Limited

625,679

0.2

* The percentage holding of the twenty largest shareholders was 65 per cent.
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1999

1998

1997

1996

1995

1994

1993

1992

1991

1990

2,818

2,727

2,601

2,435

2,427

2,282

1,704

1,260

930

947

301

96

109

78

86

118

39

23

23

29

3,119

2,823

2,710

2,513

2,513

2,400

1,743

1,283

953

976

Operating profit before depreciation,
net interest paid and income tax

388

380

344

274

288

267

218

190

148

158

Depreciation and amortisation
(excluding goodwill)

113

102

102

93

86

73

66

58

42

35

17

12

16

20

16

14

21

25

27

32

(ALL FIGURES IN $ MILLIONS UNLESS SHOWN OTHERWISE)

Summarised profit and loss
Sales revenue
Other operating revenue
Operating revenue

Net interest paid
Income tax expense (excluding abnormals)

73

92

78

58

58

59

48

40

29

31

185

174

148

103

128

121

83

67

50

60

Outside equity interests

(1)

(1)

–

(1)

(1)

(17)

(10)

(3)

–

–

Operating profit after income tax before
abnormal items and goodwill amortisation

184

173

148

102

127

104

73

64

50

60

Goodwill amortisation

(7)

(7)

(7)

(8)

(3)

(2)

(2)

(1)

–

–

Operating profit before abnormal items

177

166

141

94

124

102

71

63

50

60

2

–

(1)

(1)

3

37

3

–

(14)

–

179

166

140

93

127

139

74

63

36

60

Ordinary shares on issue (number)

262

251

240

229

220

198

192

187

183

177

Paid up ordinary capital

950

860

716

624

561

360

320

290

270

261

Preference dividend paid or declared

–

–

–

–

–

–

–

–

–

1

Ordinary dividends paid or declared

178

165

138

84

107

81

56

49

26

49

Abnormal items (net of tax)
Operating profit after income tax attributable
to members of Wesfarmers Limited
Capital and dividends

Dividend per 50 cent ordinary share

67.0c

66.0c

58.0c

37.0c

48.0c

41.0c

29.0c

26.0c

14.5c

27.5c

Percentage franked

100%

100%

100%

100%

100%

100%

100%

100%

100%

78%

71.9c

70.6c

63.2c

45.4c

60.5c

53.6c

38.2c

35.1c

28.0c

35.8c

Financial performance
Before abnormal items and goodwill amortisation
Earnings per 50 cent ordinary share
(weighted average)
Before abnormal items
Earnings per 50 cent ordinary share
(weighted average)

69.1c

67.6c

60.2c

42.0c

59.1c

52.5c

37.2c

34.4c

27.9c

35.7c

15.0%

15.2%

14.8%

10.9%

17.3%

18.4%

14.9%

14.8%

12.4%

17.7%

Net interest cover – profit basis (times)

15.8

22.5

14.8

8.6

12.2

13.7

7.1

5.3

4.0

3.9

Net interest cover – cash basis (times)

22.9

31.6

21.6

13.6

17.6

19.1

10.3

7.6

5.5

4.9

29.1%

35.6%

35.5%

37.7%

31.6%

33.0%

37.2%

37.4%

36.4%

33.8%

Return on average ordinary shareholders’ funds

Income tax expense (effective rate)
After abnormal items
Earnings per 50 cent ordinary share
(weighted average)

69.8c

67.6c

59.6c

41.3c

60.6c

71.6c

39.2c

34.1c

19.7c

35.7c

15.1%

15.2%

14.7%

10.8%

17.7%

25.1%

15.7%

14.7%

8.8%

17.7%

Net interest cover – profit basis (times)

15.9

22.5

14.7

8.3

12.7

15.9

6.6

5.2

3.1

3.9

Net interest cover – cash basis (times)

23.0

31.6

21.5

13.3

18.1

21.2

9.8

7.6

4.6

4.9

28.7%

35.6%

35.7%

36.4%

32.8%

24.7%

35.9%

37.4%

35.4%

33.8%

Total assets

2,576

2,374

2,058

2,005

1,932

1,693

1,358

1,257

982

960

Total liabilities

1,369

1,204

1,046

1,111

1,097

950

743

699

572

555

Net assets

Return on average ordinary shareholders’ funds

Income tax expense (effective rate)
Financial position as at 30 June

1,207

1,170

1,012

894

835

743

615

558

410

405

Outside equity interests in controlled entities

1

2

1

1

6

130

117

109

–

–

Shareholders’ equity attributable to members
of Wesfarmers Limited

1,206

1,168

1,011

893

829

613

498

449

410

405

Net tangible asset backing per 50 cent ordinary share $3.96

$4.06

$3.58

$3.21

$3.01

$3.06

$2.54

$2.35

$2.21

$2.24

Net financial debt to net tangible assets

41.1%

34.3%

28.5%

51.3%

55.8%

23.0%

40.3%

46.7%

65.9%

54.9%

Net financial debt to equity

36.3%

29.9%

24.2%

42.1%

44.8%

23.4%

39.2%

45.3%

65.0%

54.7%

Total external liabilities/total tangible assets*

54.1%

53.3%

54.9%

59.5%

61.6%

55.7%

53.7%

54.4%

56.1%

55.0%

Stock market capitalisation as at 30 June

3,568

3,012

3,000

1,737

1,965

1,699

1,112

1,103

675

672

* Excluding project financing
The above financial history has been prepared using the accounting policies and presentation adopted for the year ended 30 June 1999.
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