Case study

The Lum\e%» Penchmort. Club

In Austradio the Lwnle%» Benchmart. Club provides a. focum where fleek
clients and Keyy industryy professionals are presented. with statistics on

their feet ancident performance.

The overall aim of the programme is to identify problem
areas that contribute to motor vehicle collisions and to
improve safety performance (also reducing claim costs)
through better practice.

The Club establishes the benchmarks through detailed
analysis of clients’ experiences involving over 100,000
Australian vehicles and international statistics. The

statistics are analysed by industry experts who present

at forum meetings on key fleet safety issues. The forums
demonstrate a set of relevant goals to which the fleet
and risk managers can aspire to in their own fleets.

Two awards are presented at each meeting to clients
who show a commitment to excellence in fleet risk
management.

At the 2007 meeting we also distributed the Fleet Driver
Safety DVD commissioned by Lumley.
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To the Board of Directors, Management and Stakeholders
of Wesfarmers:

Wesfarmers commissioned Net Balance Management Group Pty Ltd
(Net Balance) to provide independent assurance of this Sustainability
Report 2008 (the ‘Report’). The Report presents Wesfarmers’
sustainability performance over the period 1st July 2007 to 30th June
2008. Wesfarmers was responsible for the preparation of the Report
and this statement represents the assurance provider’s independent
opinion. Net Balance’s responsibility in performing our assurance
activities is to the Board and Management of Wesfarmers alone

and in accordance with the terms of reference agreed with them.
Other stakeholders should perform their own due diligence before
taking any action as a result of this statement.

The assurance was undertaken in accordance with the AA1000
Assurance Standard (AA1000 AS), which is based on the following
principles:

e Materiality: Does the organisation have in place a process to
determine material issues, including an evaluation of relevance
and importance? Does the report provide information about
the organisation’s sustainability management and performance
required by its stakeholder for them to be able to make informed
judgements, decisions and actions?

e Completeness: To what extent can the organisation identify and
understand the material aspects of its sustainability performance?
Is this done in a fair manner (giving consideration to reliability,
comparability and understandability of information), and in a
balanced manner (including both favourable and unfavourable
information)?

¢ Responsiveness: Does the organisation have in place a process
to prioritise issue for response? Has the organisation responded
appropriately to the concerns and expectations of its stakeholders
and adequately communicated those responses within the report?
Is this information being provided in a timely manner? Does the
organisation allocate adequate resources to enable it to meets its
policy and standards commitments?

The objective of the assurance process is to provide stakeholders
of Wesfarmers with an independent opinion on the quality of

the report. This is confirmed through a review of claims made,
underlying systems, processes and competencies that support the
report with respect to the principles of materiality, completeness
and responsiveness. Ensuring continuous improvement in data
management systems and associated reporting processes is also
a complementary objective.

The assurance engagement was undertaken between May and

September 2008, and the process involved:

¢ An interview with key management personnel to ascertain how
Wesfarmers addresses the three principles of the AA1000 AS;

e Areview of Wesfarmers’ key sustainability strategies, policies
issued or revised during the reporting period, objectives, targets,
management systems, measurement/data collection and reporting
procedures and background documentation;

e A review of the report for any significant anomalies, particularly in
relation to significant claims as well as trends in data;

e A calculated assessment of the materiality and risk of misstatement
of all verifiable data points contained in the report, as directed by
the Net Balance Assurance Framework;

* A series of interviews with key personnel responsible for collating
and writing various parts of the report in order to ensure selected
claims were discussed and substantiated;

e An examination of the aggregation and/or derivation of, and
underlying evidence for, over 250 selected data points and
statements made in the report; and
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* An independent materiality check, including a comparison of
Wesfarmers against its industry peers and a review of selected
external media coverage.

The level of assurance provided is reasonable as defined by the
scope and methodology described in this assurance statement.
The assurance covered the whole report and focussed on systems
and activities of Wesfarmers during the reporting period, with the
following exceptions:

e The scope of work did not involve verification of financial data,
other than that relating to environmental, social or broader
economic performance.

e Each of the wholly-owned business units were visited or
interviewed by members of the assurance team. These were
Australian Vinyls, Bunnings, Coles, Coregas, CSBP, Curragh,
Energy Generation, Insurance, Kleenheat Gas, Kmart,
Officeworks, Premier Coal, Resources, Target, Industrial and
Safety and Wesfarmers LPG. The Corporate office was also
visited for data review and furthermore, data was examined from
the 40 per cent-owned Air Liquide WA.

During the reporting period, Net Balance was commissioned by

Wesfarmers to undertake the following engagements:

® Assistance with the Report re-design. This project involved
re-thinking the design of the Wesfarmers Report and presenting
options for a reporting framework.

e Develop data control procedures for Group level reporting.
This project involved developing procedures for Wesfarmers
thirteen core sustainability indicators to help ensure the
completeness of data in the report.

These projects were determined by Wesfarmers and Net Balance to
be complementary to the assurance role, which is clearly

not a conflict-of-interest according to Net Balance’s assurance
conflict-of-interest policy. The assurance team has not undertaken
any other work for Wesfarmers during the reporting period. Net
Balance undertook the independent assurance of the Wesfarmers
Report with the utmost integrity and objectivity. Our independence
has not been compromised through the provision of the above
mentioned commissioned services to Wesfarmers.

The assurance project was carried out by a multi-disciplinary team
of sustainability specialists, comprising individuals with expertise in
environmental, social and economic performance measurement; and
in reporting in various industry sectors including the manufacturing,
energy, finance, chemical and retail sectors. Net Balance is a global
leader in the use of the AA1000 Assurance Standard. The assurance
team has collectively undertaken over 80 assurance engagements

in Australia over the past 10 years and is led by a Lead Sustainability
Assurance Practitioner (Lead CSAP), accredited by the International
Register of Certified Auditors UK (IRCA UK).

Based on the scope of the assurance process, the following

represents the assurance provider’s opinion:

e The findings of the assurance engagement provide confidence in
the reporting processes and systems established. The level of data
accuracy was found to be within acceptable limits, but additional
improvements to data management, including the reduction of
manual aggregation and transcription processes are recommended
to reduce potential for minor anomalies and inaccurate statements.
Data trails selected were easily identifiable and traceable, and the
majority of personnel responsible were able to reliably demonstrate
the origin(s) of data but we still identified several misinterpretations
of data.



e The statements made in the report appropriately reflect
environmental, social and economic performance achieved
during the period.

e All errors noted by the assurance provider were satisfactorily
addressed by Wesfarmers prior to finalising the report.

Overall, the assurance provider is satisfied that the report is an
appropriate representation of Wesfarmers’ sustainability performance
during the reporting period.

* Materiality: Environmental, social and broader economic aspects
and issues that are considered material to peers have been
addressed and communicated within the Report. With regards
to key sustainability opportunities for the Divisions, findings from
the peer review indicates that some Divisions, in order to be
considered industry best practice, can report more extensively
on environmental performance, initiatives undertaken to reduce
the environmental footprint of the Division’s supply chain and
details of products that provide innovative climate change and
sustainability solutions.

e Completeness: Wesfarmers has implemented a system to
help measure, monitor and manage sustainability issues.

The Group Reporting Methodology goes a long way in ensuring
key sustainability data is captured at the Divisions level. However,
due to the largely diversified nature of Wesfarmers, sufficient
flexibility needs to be built into the methodology as each Division
will be exposed to different issues. Wesfarmers should apply the
AA1000 5 Part materiality assessment to determine the material
issues for each business unit. As such, the results of the materiality
assessment will supplement the Group Reporting Methodology
resulting in a more complete Report.

¢ Responsiveness: Net Balance tested the responsiveness of
the organisation through a review of management systems
and policies prepared by the organisation relating to the way it
responds to stakeholder concerns and interests. Responsiveness
was also tested by assessing the resources allocated to implement
the aforementioned policies and commitments; by assessing
the timeliness and accessibility of reported information; and
by undertaking a review of key policies, targets and indicators
and assessing the extent to which these are implemented by
Wesfarmers. Net Balance also engaged with nine external
stakeholders using a structured-survey process to gain an
appreciation of their perception of the sustainability performance
and reporting thereof of the Wesfarmers-owned Chemicals and
Fertilisers and Insurance Divisions. Stakeholders felt that the
organisation’s responsiveness is in general ‘average’ to ‘good’
and that it was performing well in economic, social and
environmental areas. Results of stakeholder engagement are
presented in a clear and concise manner within the Assurance
Report. It is recommended that Wesfarmers continue to engage
and consult with its internal and external stakeholders through the
established processes, and expand its stakeholder engagement
with particular focus on stakeholder-requirements from the Report.
The information gathered from the stakeholder engagement
processes and Wesfarmers'’ responses could also be reported.

The structure and content of the Sustainability Report is now directed
by the Group Reporting Methodology; this provides consistency for
the reader as all reporting units are required to disclose comparable
information in an identical format. Despite the implementation of the
Group Reporting Methodology, the assurance process uncovered
several errors ranging from the use of different measurement units

to different calculation inputs across the Group. Before Wesfarmers
begins developing the 2009 Sustainability Report, the organisation
needs to internally engage with Report preparers to ensure all
business units understand the requirements of the Group Reporting
Methodology. This will ensure that information is calculated based on
consistent and relevant methodologies across the Group. Information,
when consolidated, will be in a comparable format thus the Report
itself will be more useful to stakeholders. The Group Reporting
Methodology should provide a rigid framework whilst allowing
Divisions some flexibility in the way they identify and report upon
what they (and their stakeholders) consider material sustainability

issues for their business. Business units are encouraged to undertake
the AA1000 5 Part Materiality Test of which the results of which will
supplement the Group Reporting Methodology.

Wesfarmers would now be considered an organisation with
substantial expertise in preparing public Sustainability Reports.

The organisation produces a good quality Report that addresses its
environmental, social and broader economic issues. To be seen as
an industry leader, the next step for Wesfarmers is to look beyond
its own sustainability performance and look to use its large market
capitalisation and exposure to diverse industries to influence the
operations and behaviours of its stakeholders (largely retail and
wholesale customers and to a degree its suppliers) to make positive
sustainable impacts. Wesfarmers can achieve this through various
means. Two immediately available options for the organisation are
to increase the focus on supply chain management and to develop
innovative products to tackle climate change through its products and
services. The organisation is encouraged to develop a Sustainable
Procurement Policy (either at the Group level or tailored policies at
the Division level). This will serve as guidance for all procurement
decisions and will encourage suppliers to offer more sustainable
goods and services. The Insurance Division was highlighted through
the stakeholder survey as having the potential to develop a range
of innovative climate change and sustainability solutions through

its products. These include climate change insurance protection,
catastrophe bonds, earthquake cover, weather derivatives and
discounts in insurance premiums for fuel efficient vehicles.

Stakeholder engagement needs to continue, and in particular
engagement with employees and highly interested and influential
external stakeholders needs to be raised. Net Balance recommends
conducting a comprehensive stakeholder mapping exercise to
determine the key stakeholders at Division level. The engagement
needs to be undertaken earlier in the reporting period to gauge
stakeholder opinion on reporting performance in particular focusing
on what stakeholders may want from the Report. The information
gathered from the stakeholder engagement processes and
Wesfarmers’ responses could also be reported in future years.

As part of the organisation’s extensive training suit, specific
sustainability related training programmes need to be developed to
help raise awareness amongst staff as to the importance and
benefits of conducting business in sustainable manner. This would
demonstrate to stakeholders that Wesfarmers is continuing to
integrate sustainability as a core corporate objective and that

the organisation ranks this topic as highly as other measures of
performance, such as economic or health and safety.

The Report itself continues to be a significant effort for Wesfarmers,
particularly given some of the challenges highlighted above. We found
that comments and input had been sought from several levels within
Wesfarmers. The Report also continues to be internally verified prior
to external assurance. As report sizes continue to shrink globally,
Wesfarmers needs to continue to look to manage the size of the
Report, despite diversity and growth. Development of some systems
and quality controls for data (i.e. the Group Reporting Methodology)
would further assist in reporting efficiency and in reducing potential for
human error or loss of intellectual property through natural staff turn-
over. These are key risks in performance measurement and reporting
for an organisation such as Wesfarmers. Wesfarmers would benefit
from conducting a training session for staff involved in developing

the report on verifiability of claims, and accuracy of data, as well

as development of appropriate procedures for measurement and
reporting of key performance indicators.

Net Balance has provided additional suggestions for reporting
improvement in the Assurance Report presented to the Wesfarmers
management team.

On behalf of the assurance team, 9th October 2008,
Melbourne, Australia

Terence Jeyaretnam
Director, NET BALANCE & Lead CSAP (IRCA UK)



Australian Standards (AS)

National benchmarks for products and services.

Average Time Lost Rate (ATLR)

An indicator of the average time lost for each lost time injury. The ATLR provides a measure
of the severity of occurrences. It is calculated by dividing number of days lost by the
number of LTls.

Bank Cubic Metre (BCM)

A bank cubic metre is a measure of overburden removed in mining operations.

Bank Cubic Metre Equivalent (BCMeq)

A bank cubic metre equivalent is a measure of both coal produced and overburden
removed in mining operations.

Carbon neutral

A status where a company'’s direct and indirect greenhouse emissions are reduced, with
the remainder being offset by the purchase of emission credits.

COAL21 Fund

A joint Government/industry research fund directed towards developing methods for
reducing carbon emissions from coal use

CO,e carbon dioxide equivalent, a method for converting the global warming capacity of all
greenhouse gases to a standard unit of carbon dioxide’s warming potential

DEC Department of Environment and Conservation, a Western Australian regulatory Department

DoCEP Department of Consumer and Employment Protection, a Western Australian Government
Department inter alia involved in regulating dangerous goods and major hazards laws

EBIT The company’s earnings before interest and tax.

EMS Environmental Management System, which Involves a series of procedures governing an
organisation’s environmental performance against set standards

EPA The Environmental Protection Authority or Agency in various Australian jurisdictions
which can have environmental regulatory, project assessment or standard setting roles
dependent upon Individual legislation

FESA The Fire and Emergency Services Authority of Western Australia.

Fugitive emissions

Generally deliberate but not fully controlled emissions that typically result from leaks from
pumps, pipes and valves. For example methane emitted from coal mine seams and vapour
emitted when petroleum storage tanks are filled.

Gigajoule

Unit of energy equivalent to 1,000,000,000 joules.

Greenhouse gases

Gases such as carbon dioxide, methane and nitrous oxide which contribute to retention of
heat in the earth's lower atmosphere

Greenhouse Challenge Plus

The federal government’s programme of cooperation between industry and government to
reduce Greenhouse emissions through voluntary action.

International Organisation for
Standardisation (ISO)

ISO publishes internationally-agreed standards covering areas such as quality
management (the ISO 9000 series), environmental management (ISO 14000)

Liquefied petroleum gas (LPG)

A combination of predominantly propane and butane extracted from natural gas or as a
by-product of petroleum refining.

Liquefied natural gas (LNG)

Comprising predominantly methane, it is produced from natural gas that has been purified,
refrigerated and condensed to liquid form.

Lost Time Injury (LTI)

An LTl is any work injury which causes absence for one day or a shift or more.

Lost Time Injury Frequency Rate
(LTIFR)

The main calculation we use to measure workplace safety performance. It is calculated by
dividing the number of LTls by total hours worked, multiplied by one million.

Mwh

megawatt hour, a standard unit of electricity consumption

National Packaging Covenant

An agreement between the packaging supply chain industry and governments which sets
guidelines covering the manufacture, supply, distribution, consumption and recovery/
recycling of post-consumer packaging.

National Pollutant Inventory (NPI)

An Australian internet database designed to provide the community, industry and
government with information on the types and amounts of certain substances being
emitted to the environment. The NPI contains data on certain priority substances which
are emitted to the environment. The substance list was determined by consideration of
health and environmental risks in Australia. The NPI uses standard assumptions, in part,
to calculate potential emissions we cannot measure or have difficulty measuring and,
accordingly, data reported to the NPI may differ from point source emissions contained in
this report. More information can be found on the NPI website www.npi.gov.au.

Overburden

Unmineralised material overlaying coal deposits or ore bodies.

Rehabilitation

Treatment of disturbed areas to achieve a level of stability equal to that which existed
before or to an alternative acceptable form.

SMS

Safety Management System

SOP

Standard Operating Procedure
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\’l Wesfarmers

www.wesfarmers.com.au

Susicmmm% £ips for owr home

Reduce waste

* Buy products with minimal packaging

e Use a reusable shopping bag instead of plastic bags

® Choose durable and reusable goods rather than
disposable ones

* Buy products made from recycled materials

e Divide your rubbish into glass, paper and PET plastics that
can be recycled

® Use organic kitchen waste in your garden
* Send old mobile phones, computers and appliances
for recycling

Reduce eneray use

* Sign-up for renewable energy from your electricity supplier
* Use high star-rated, energy-efficient appliances

* Switch off items with standby mode at the wall

* Insulate your home to save on heating and cooling

® Use a gas, or gas-boosted solar hot water system

* Turn down the temperature on your water heater

e Turn up the temperature on your airconditioner

* Replace old globes with energy-saving compact
fluorescent light globes

® Use rechargeable batteries
® Turn off lights when you’re not in the room

Reduce woter use

e |nstall a dual flush toilet

* Have a shower instead of a bath

¢ nstall a water-saving showerhead

® Take shorter showers (aim for four minutes)

* Buy a washing machine with 4 star water rating

* Buy a dishwasher with at least a 3.5 star water rating
* Only wash when you have a full load

* Turn taps off completely

 Fix leaky taps and plumbing

Keep the air clean

® Use public transport, carpool or ride a bike

e Walk short distances instead of taking the car

* Buy the most fuel efficient car you can afford

e Avoid hard acceleration and braking when driving

For further information and tips
visit www.climatechange.gov.au

Printed using vegetable based inks on 100% recycled paper made from 60% post
consumer and 40% post industrial waste fibre. Both paper manufacturer and printer
are certified to international environmental management standard I1ISO 14001.
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