WOOLWORTHS LIMITED

AB.N. 88 0600 014 8758

21 Cctober, 2005

The Manager

Companies

Australian Stock Exchange Limited
Companies Announcements Office
Exchange Centre

Level 6

20 Bridge Street

Sydney Nsw 2000

Dear Sir,

RE: LISTING RULES 3.17 45& 4.7

Woolworths Limited advises that the 2005 Annual Report, Notice of Annual General
Meeting and Proxy Form, commenced lodging with Australia Post for dispatch io

shareholders yesterday 20 October 2005.

The Annual General Meeting to be held on Friday 25 November 2005, at Sydney
Town Hall, 483 George Street ,Sydney NSW, commencing at 11.00am and will be
broadcast live on the Woolworths Limited Websiie www.woolworthslimited.com.au,

for those shareholders unable to aitend the meeting.
Copies of the documents are attached.

For and on Behalf of
WOOLWORTHS LIMITED

A

RKS JEFFS
COMPANY SECRETARY
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[n summary, Woolworths' results for the year 2004/05 are as follows:

- Sales up 12.3% from continuing operations;

- Total sales for this year compared with last year up 12.2% to $31,352.5 million;

- Barnings before interest, taxation, depreciation, and amortisation {EBITDA)
up 18.4% to $1,744.0 million;

- Earnings before interest and taxation (EBIT) up 20.5% to $1,283.0 million;

- Net operating profit after tax up 14.9% to $790.5 million;

- Earnings per Share (EPS) after goodwill amortisation up 12.4% to 75.7 cents;

- EPS before goodwill amortisation up 13.7% to 79.7 cents;

- Final Dividend per Share (DPS) of 27 cents, to bring total DPS for the year
to 51 cents, up 13.3%, with total Dividends paid and proposed for the year
of $537.5 million;

- EBIT margins improved from 3.81% in 2004 to 4.09% in 2005.

- Reduction in inventory days Stock on Hand by 1.5 days to 30.6 days;

- Average Return on Funds Employed (ROFE) was 38.7% and Average Return
on Equity {(ROE) was 43.6%.

- Qver the past six years, EPS before goodwill amortisation has grown at a
compound annual rate of 18.6% with Dividends per Share growing at 19.0%
over this same period.



Full year results
and performance

Woalwarths in Z064/05 has again achieved
record resufts as measured by alt kay
performance ndicators:

- Earnings Befora Interest and Tax (EBIT)
from continuing operations graw by
20.5% 1o $1,283 million; and

- Nat Opeating Profit After Tax increased
oy 14.9%7 to $790.5 million,

These profit figures were based on a
cambination of continued strong growth
in sales, togather with a reducton i
cost levels:

— Sales up 12.2% to $31,352 million; and
- Costs from continuing operations down
30 basis points to 20.82%.

For sharsholders, the outcomes ware naw
record levels i

- Earnings per Share hefore goodwill
amortisationt of 78,7 cents, an increase
of 13.7%; and

- Totad Dividends for the full year of
51 cents, up by 13.3%.
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EPS Before Goodwill (¢

Dividends per Share {Cerils)

This imprassive perfarmance by
managemant and all of our people working
throughout the Group s based on specfic
and consistent priorities of:

— maintaining compatitive low prices;

— oreating efficiency and cost reduction;

— purswing high standards of customer
sarvice; and

— Initiating growith in existing and new
businasses.

Thasze ara pleasing results in a very
competitive environment, achieved by
constant attantion to detail in every aspect
of oparmations, whilst simultanaously driving
growth and expansion.

Major initiatives

Curing the year Woolworths acouired
Agstralian Leisure and Hospitality Group
{4LH) which is being integratad into the
Giroup with the assistance of the Bruce
Mathieson Grougp cavering hotal
managemant, gaming and entatainmant.

It is clear that the ALH acquisition is
providing significant new oppostunities
for growth in both the Hotal and Liguor
seciors,

Later in the year, Woolworths reached an
arrangement to acquire from Foodiand
Australia Limited (FAL) their New Zealand

supermarkat businesses, together with
22 Action stares in Australia.

This compiex transaction g expectad to
he completed befare the end of the 2005
calendar year, leading to a major program
of imegration and improvements for
implamentation which will significantiy
henafit the New Zealand opers

HelE R
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Management and leadership

The scale and scope of the Group, together
with our ambitious growth strategias,
continue to create signdficant demands

on alf of cur paopla.

Planning and carrying out two maior
aciuisitions and the subseguent vital
ntegration waork is a significant program
N s own right,

Clearly, the strength of leadership provided
oy the CEO Roger Carbett and his senior
ranagsment team hasg been central 1o
the continuing suceess of Woolworths,

W have benefited a great deal fram
stability and excallent tearmwark,
Management developmant and succession
planning are crucial to ensure continuing
momentum, and thess areas are receiving
incraased emphasis and support.

During the currant year we will be maving
sevaeral thousand staif to consclidate
SUPNOM operations i new premises
at Norwest Business Park in Sydney.

At the same time, intensive waork
continues on the overhaul of supply and
wiarehousing, and there are large scale
continuing initatives associated with
Proiect Refresh and the Mercury Program.

All of these activites are essential to
our futura,

In recent years, the Group has been
devaloping and displayving great skills
through its people In managing its existing
nusinesses, whilst at the same time
carrying out camplax strategy planning
and implamentation.

The Board and governance

Excellent working ralationships have baen
maintained within our relatively small Board
of Directors and between the Board and
management.

We are committaed 1o ensuring we satisty
all new reguiremants in tamms of propar
governance and reporting standards.

Increasing attention is being paid to
community relationships and support,
risk evaluation and corporate reputation,

Board and exacutive succession planning
Is an imporiant area of focus In the
current year.

Acknowiedgements

Our brand depends on the performance
try every person within Woolworths,
tha way thay approach and perform
thair rolas in dealing with customars,
colleagues and supplars,

W thank the staff of Woolworths for
creating a dynamic and enthusiastic culture
throughout every business.

We appreciate also our partnarships with
suppliers in an increasingly competitive
matket place, Good partnarships are
critical in large scale, [ow margin retailing
husinesses,

The strength of thase relationships
Between our businesses, our people,
our suppliars and our Customens gives
us et confidence far the future.
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James Strong
Chairman



CROUP MANAGING

DIRECTOR’S

On behal of my collsagues and alt of the
145,000 members of the Woolworths team,
| am proud to report 1o you on anather
excellent result for the fnancial year
2004405,

Whilst the trading environmant remains
very competitive, yvour Company has again
achieved solid sales increases, continuad
cost reductions and productivity gains,
through continued mprovemeant in our

IT support systems and supply chain
initiatives, and at tha zame time delivering
our customars bettar prices.

Achievemants through the year fall into
three major catagores,

- Strong trading performance;

- The achisvernent of significant
milestones in the roliout of our
1T and supply chain initiatives, and

- Significant stratggic acquisitions.
Trading performance

Ml divisions performad strongly.

Our Supermarket division rebounded
strongly, following the one-off significant
change in the market, particularly in tha
two final trading quartars of the year,

s previously announced, sales growth
cantinued to be strong into the early part
of tha current trading year.

BIG W after a period of realignment,
partcufarly in the merchandising areas, is
currently parfforming well. [ts ongoing Every
Day Low Price trading policy continues to
gain wery significant customer cradibility,

A wigorous new store rall-out pragram

was achieved throughaout the year and

will continue in the 2005/06 trading year.

Dick Smith Electronics has again had

a very strong year with further cost
improvements resulting i pricing reductions
to aur customears and a consistant grawth
pattarn, which continues

Petrol This year saw the continuad
rofi-out of the Caltax Alkance sites and
develapmant of our own sites, where
required. As at the end of the financial
vaar we operate, sither on our own or
in conjuncton with Caltax, 456 sites.
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Wa now have a comprehensive coverage
across Australia with some remaining
locations to be filled and further gresn
feld site opportunities for the future.

Wa ratad significant volumes of patralaum
products across Austrakia, whilst providing
a valued discount 10 our Supermarket and
BIG W customers.

Liguor The continued development of

our liquar autlets across Australia, trading
under the brand names of Woolworths
Liguor, BWS, First Estate and Dan Murphy,
has resultad in dramatic growth in

this business in the [ast 12 months,

The acqusition of ALH, in partnership with
ihe Bruce Mathieson Group, has provided
an axcellent platform for the futurs.

IT and supply chain initiatives

Crar Diggest business is our Supsrmarket
chvigion with 2004405 sales at 326,878 million,
Thiz figure will graow strongly in the

2005/06 and 2006/07 financial years with
continued growth i the existing Australia
busingss, the acquisiion of the Foodland
Supermarket outlats in New Zealand and
Action stores in Australia,

Significant benefits are baing achieved
from improving the 1T and Supply Chain
pracesses 1o world class standards.

These benafits fall into two pars, 1T
snhancerments and enablement and the
pravision of physical distebution facilities in
the form of a strategic national and regionad
distrihution centre natworks. Togather they
are providing Woolworths with excellent
opporturnities 1o increase productvity and
further raduce costs,

[T snablemant is the ey 1o gaining these
very signidicant Denefits. This high risk
phase of Profact Refresh has been
successtully achieved with AutaStockR
and StackSmart now oparating across the
antra Company. The development of the
Warehouse Management System has
been compieted and is now operating in
a number of locations and has proven
complately successful. This systerm will
be progressively rolled-out across the
Cormpany’s distribution facilities as they
are campleted in the coming months,




The provision of the necessary distribution
centres is well advanced. The dasign and
modeling of these facilites requires a
high degree of expert knowladge and
application. This exercise hag now been
completad and all maior distribution
centrag, which includa the following
locations: Perth, Adelaide, Waodonga,
Minchinbury, Wyang, Brisbane and
Townsville, have either heen completed
of are wall-advanced. These facilittes will
he largely complete and operational in the
current financial yvear and fully by the and
of the calendar year 2006.

Togethar with tha IT capacity these facities
will place Woolworths in a unigue posiian
in Australia and amongst the retall leasders
in the world. They give Woolwarths the
capacity ta greatly improve itg efficiency
and operating cosis to tha immediate and
long term benetit of our cusiomers and
sharehalders.

Major acquisitions

Two significant acquisitions have bsen
undertakan durng the year.

Australian Leisure and Hospitality Group
{ALH]) & listed hotel operator, was
purchased in Octobar 2004, This
acquisition provides a strategic apportunity
to nerease our liguor busingss across
Auastralia. When our current plans are
campleted {n the next few years),
enhanced significantly by the purchase

of ALH, we will have approximataly

1,000 retail liquor outiets across Australia
trading under the names of Dan Murphy,
Woolworths Liguor and BWS, In addition,
the hotal operation will consist of & groun
of over 200 hotels across Australia, which
provides Woolworths and 118 partner with
another significant growth opportunity,

Foodland Tha Company has agreed terms
{subject at the tme of writing to approval
ty sharghaldears and the courts] 1o
purchase approximately 150 supermarkets
in New Zealand and up to 22 Australian
Agtion stores and two develepmaent sitas.
We anticipate approvals will be obtained
and we will effect the purchase later in
calendar year 2005, We intend to provide
these stores with our merchandising, 1T
and logistics support which we anticipate
will have a very positive autcomae this year
and the ability to more effectively competa
in the Australian and New Zealand
markets.

Thase three factors, e, current trading,
zigniticant banchmark achievemants in
our logistics and T programs and the two
et acouwisitions, place Woolworths in
a very strong position moving forward,
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We have maintainad our focus on driving
incremental core husiness growth through
further initiatives such as Proiect 80, which
has enhanced our genaral merchandise
affer in Supermarkets and built customer
lovalty and incremental sales.

Cost reduction

Cost consciousness continues to be a
defining characteristic of the Woalwarths
cammitmeant and caiture and our ahdiy to
generate ongoing significant cost savings
will undarpin the ongoing delivery of valus
for customers and returns to shareholders,

Our focus on reducing our costs whilst
also reducing our grass profit margins,
enables the delivery of consistantly lower
prices for our customers and growth in
Earnings befora Interast and Tax and
Earnings per Share for our shareholders,

Management strength

Thae strength and depth of our managerment
team has again been proven over the

past year with the achisvemeni of two
rajer acguigitions and other growth
instiatives being successfully deliverad,

We arg proud of their dedication and
commitment 1o achigving excellence in

at aspects of the business,

Financial and strategic
advantages

Our solid financial performance is alzo
reflectad in a further 1.5 days reduction
in inventory compared with last year,
combined with improvements in working
capital

We have developad a strategic advantage
in cur Supply Chain — Mercury Program
and have considerable oppartunities for
continued growth hased on a foous of
in-store axecution and saenvice; hetter and
innavative buying; further expansion of
our existing retail kguor businesses and

a platform for international expansicn in
our suparmarket and consumer electronics
businesses.

Community commitment

We are a proud member in over 1,000
communities in which we operate across
Australia. In recognising our commitment
tor serve these communitios, we have
established the Woolworths Australian
Communities Foundation as the platform
for the support which we provide in the
form of fundraising and other community
hased activities,

The culiure which we have encouragad
and fostered, is to support and care far the
wall being of those with whom we work
and those we service in the communities
in which we oparate.

People development

We have also established the Woolworths
Acadermy, in partaershin with the Macguane
Graduae Schooi of Management, o provide
for a formal program of tertiary level
aducation, leading 1o univarsity accradited
gualifications &t all levals of managemesnt.
The retall focus in these programs enables

us to provide practoal and high qualiy
aducaton ag part of our succession planning
and management development commiment.

The future

The past year has been an exciting and
challenging one for Woolworths and
[am greatly indebted to the Board, my
colleagues and our supply partners for
their cantinued support and dedication.
Cur parformance i truly indicative

of the hartd work and commitment of
Woolworths' people at avery level of
our businass and my thanks go to sach
one of them.

Tagether, we look forward to building an
aven stronger future for our businass, our
penple, our shareholders and customers
and the communities we sarva,

S, it i d
S &)

Rager Corbett
Group Managing Director and
Chief Exscutive Officer
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2004/05 Financial Summary
Sades ($md 28,8780 24,192 5 +11.1%
Gross margin (%) 23.30 2411 -0.81% pts
Cost of doing business (%) 19.16 20.14 -0.80% pts
EBIT to sales %) 414 3.57 +0.17% pts
EBIT 10 sales (%} {excluding Petrol} 4577 4.28 +0.25% pts
EBIT hafore goodwill {Sm) 11421 o472 +16.0%
EBIT after goodwill {$m) 1,1135 5603 +10.5%
Funds emplayed ($m) 1,7828 1,.387.2 +28.5%
Average return on funds empioyed (%) 703 675 +2 8% pts

2 AL g lojor sesulls sines 1 Mokeesier

Supermarket sales (including liquor

and

and Eetrol) rose 11.1% with Foo
iquor sales growing 7.1% for

the year. Comparable store sales for
Food and Liquor strengthened each
quarter and for the year grew 3.1%
compared with 2.7% for FY04.

Proizct 60 was implermented dunng the year,
This project allowed enhancemeant to our
supermarkat ranges, the benefits of which
will mamnly flow through in future years,
Some inevitanle and expected disruption

of normal trading was experienced as the
project was implemeantad.

We have continued 1o reduce prices 1o aur
cusiomers ag evidenced by the reduction
i gross margin. We have been able 1o
achieve this ag a rasult of savings and
strategic benefits that have been deliverad
frem ogistics and systams development.
Thase reductions were offset by impraved
shrinkage and hetter buying as a result of
our systems development and improved
managemant controls. These are all a result
of Projact Mercury. Going forward wa plan,
together with our suppliers, 1o iImprove
distribution o our stores by replacing
direct stora deliveries. This will benefit
margins which will he offset by continued
price reductions.

EBIT {aftar goodwill} grew faster than sales
at 15.8% underpinnad by cost savings with
cost of doing business falling by 59 basis
points (bps) (after we expensed $13 milkon
of transition costs relating to our new
supply chainy, Of these cost savings 82%
were reinvested in lower selbng prices with
the balance geing to increase EBIT margin,
EBIT margin {excluding petrol} increased oy
25 bps on last year 1o 4.57%.

Days inventary for Supermarkats
{excluding fiquor and petrol) has continued
to be reduced with a further reduction of
1.5 days this vear to 24.3 days. Stacksmart
and AutaStockR systams pravide us the
opportunity to better manage inventory
levels and re-range the store without
decreazing stock availabilty fevels.

Thera were 22 new supermarkets apenad

during the year bringing tha total number ta
723 Total trading area jor the division grew
by 3.4% which was within our stated range.
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Liquor

Allour liguar operations, including Dan
Musphy's, BWS, First Estaie and
Woohworths Liguor/Satewsay Liguer, continus
o parform well and record sirong growth in
both sales and profis. Group liguor sales for
the year lincleding ALHMMEW) wers

%2 8 hillion, which excesds our previously
stated objectve of achieving $2.5 nillion
inuor sales. Anncalised liguor sales enuats
o approximaiely $3.0 bilion which is wel
0N our way o our new targst of 33.5 billien
annual uor saies in the near 1o

medium term.

Supermarkets Group results include the
ALHAAGEW retall liquar results for the
periad since the acguisition (ALH from
1 November 2004 and MGW from

3 danuary 2005, This exciudes the
Victorian operations of the Bruce
Mathiesen Group {BMG) which will ba
conzolidatad once the gaming licence
approvals are received. We anticipate
this will ooour before the end of the
2005 calendar year.

Woolworths continues to bring greater
price competition in the Australian lguor
market with customers continuing to
benafit from iower prices,

Dan Murphy's has had wide custamer
acceptance, providing customers with
exnallant value for money and extansive
product ranging, together with
persenalised fine wine advice and
expertise, Dan Murphy's range is the most
extansive in Australia, benafiting both our
smaller producers and our cuastomers,

This outstanding customer offaring has
been expanded in the FYGS yaar with 11
new stores, three opened in Queensland,
two in NSWACT, four in South Australia
and a further two stores opened in Victora.
Dan Murphy's now has 37 stares of which
10 have not tradad for & full year,

At the end of the yvear Woolworths had
538 retad liguor outlets.
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Petrol

Our Petral division contnued to grow
rapitdhy with sales of $3.3 billion up 50.7%.
The offering of a petrol discount off the
lowast focal price {cumently 4a/litra
discount) with parchases of $30 or more
fraom Supermarkets or BIG W stores is vary
atiractive 10 our customers.

Sales growth has been driven by both a
significant increase n volume in existing
canopies and by the addition of new
canopies. Current volumsa is approximately
73 million fitras per weaek {including Caltex
Afance sites). During the vear we added
87 petrol stations {including 73 Adliance
zitas) bringing the total at the end of the
year to 456 petrol stations including

117 Woolworths/Caltex Alliance sites.

We are well on track 1o achieve our target
of 470 canopies. As nesd dictates this
number will increase further,

Ag expectad Petrol EBIT marging improved
during the year which, combined with
continuing cost controd, resultad in EBIT
ncreasing 1o $36.3 milfion or 85.2%
ingraase over the prior year

Wholesale

Following the closure of the AWMV business
in pricr years, the Wholasala Division
{including Statawide Independent
Wholesalers (SIW) in Tasmania) recortded
an operatng profit of $2.4 milion compared
with $1.58 million in the previous yvear.

Supermarket Sales (% m

Supsrmarkets EBIT to Sales {96




GENERAL
MERCHANDISE

BIG W Stores

Group Managing Directors Heport

BIG W EBIT to Sales

446
428
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BIG W recorded a reasonable result
in a difficult market. The 2004 /2005
year saw the division achieve

sales of $2.9 billion and EBIT of
$118 million with cost of doing
business falling by 25 basis points.

The distount stare market has moved
in recent years angd BIG W naeded to
undertaka a period of repositioning in
this competitive market, We beliove the
business is now well placed moving
forward with most of the major
adjustmants and repositoning having
heen completed,

Sales increased 7.0% in the face of

tough competiton, with an ncrease m
comparabla store sales since the second
quartar. BIG W's comparable sales increase
was 2.4% for the year. The fourth quarter
was g difficult quarter compared 1o fast
yaar because of the significant boast in
business in the pricr year resulting from
tha once off Government family assistance
package. Desnite this, cur June salas were
bettar than expacted. it should also be
remembered that the Govemment family
assistance package impactad the first

few weeks in July [ast year which will
affect tha relative performance of the first
quartar of FY0G.
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Nine stores were opened during the year
taking the total number of stores in the
division 1o 120, We anticipaie growing this
chain in the order of six to 10 stores sach
year to at least 160 stores.

BiG W is committed to its “Bveryday Low
rrice” strategy, underwritan Dy angoing
cost reductions, which has teen the
comerstone of the division’s consistent
growth in sales and eamings aver the
past decade, BIG W's reduction in cost of
doing husiness this year was a significant
achisvermnant. During the year BIG W
continued to strengthen its "Everyday Low
Prica’ position in the markat resulting in
the EBIT margin falktng by 22 basis points,

Funds employved increased during the year
due to stock levels being up 1.9 days as a
result of twio additional new storas apening
in June thig year comparad 1o fast year

and investment purchases at year end,
Capital axpenditure was also highar

during the year due to the extension ta

an existing warehouse and increased store
refurbishmeants,
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20605 2004

52 weaks B2 weaks Change
BIG W
2004/05 Financial Summary
Sales ($m) 28087 27178 +7.0%
Gross margin (%) 29.79 30.25 -0 46% pts
Cost of doing business (%) 2573 25.98 -0.25% pts
EBIT to sales (%) 4.06 4.28 -0.22% pts
EBIT ($m) 1180 i16.2 +1.5%
Funds emplayed ($m) 3719 3287 +14.2%
Awerage return on funds employed (%) 338 3540 -5.2% pts
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Consumer Electrenics Stores Consumer Electronics Sales (§ Consumaer Electronics EBIT to Sales
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2005 2004

52 waoks 52 weaks Changa
Consumer Electronics
2004/05 Financial Summary
Salas ($m} 1.007 .5 £886.3 +13.7%
Gross margin {96} 30.38 3168 -1.21% pts
Cost of daing businass (%) 25.24 26.61 -1.37% pts
EBIT to sales (%4} 5.14 458 +{.16% pts
EBIT bafore goodwill (Smj) 5.0 48.2 +14 1%
EBIT after goodwill {3m) 518 441 +17 5%
Funds employed ($m) 2361 2204 +7.1%
Average return on funds employed (%) 227 188 +3.8% piz

This was an excellent
ear for our Consumer

lectronics business,
highlighted by sales

growth of 13.7%, a
significant reduction in
the cost of doing business

of 137 basis points and
an EBIT increase of 17.5%.

Competitive pricing and a strong retad
offering have been kay factors in driving
zales growth in the Dick Smith Electronics
and Tandy businesses for the year of
13.7% and comparable stora sales growth
of 11.3% over the year was experienced in
computers, digital cameras, MP3 players
and home enfertainment catagories.

Tha cost of doing business reduced,

as plannead, from 26.61% tq 25.24%.
This enabled us {o reduce prices to aur
customers with grass margin faliing

121 basis points, As a result, EBIT (after
goodwill) has risen faster than sales &1
17 5% with EBIT margin rising 16 basis
paints 1o 5.14%.

Inventary control was strong with days
gtock on hand at year end down 3.5 days,
comparad with the previous year, on &
zales growth of 13.7%.
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Hotel sales have been driven by
continued érowth in major markets

including

ueensland and Victoria.

Since the ALH acquisition we have
been focusing on repositioning and
improving the performance of all

areas and in particular, gaming and

on-premise liquor.

Oaming revends contnuas 10 grow
in Victoria and Gueensiand,

with Cuesnsland revenue in the
sacond half impacted, as expecied
vy the introduction of smoking bans.

Buying marging have and will continua
to improve as & result of maoving to
Wioolwarths tguor buying terms.

ALH's Hotel results for the period from

1 Novembar 2004 and MGW's Hotel
resulis for the periad from 3 January 2005
{which are included in the Woolworths
Group) are as follows:

Hotels"

2005
Hotals {minee acquisition)
Sades ($m} 415.8
Gross margm (%) 82.66
Cost of doing business (%) £69.46
EBIT to sales (%) 13.20
EBIT bafore goodwil {3m) 54,8
EBIT after goodwill {$m) R4 G
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Thare have been noticeabls improvemants in
CODE attribustable to & number of initiatives
implemented post-acauisiion, namaly:

- restructuring of corporate offices; and

- mplermentation of operating efficiencies
at venues,

Ma redevelopment profits have bean
realised due to the current suspension
of our venue redevelopment program,
paniding determination of the optimum
way forward. Dan Murphy's sites will
bea & key aspect of this development
praviding in excess of 40 sites.

At tha end of the financial year we
had & premium portfolio of 169 Hotals
(ALHAAGW) which will be further
enhanced once we consolidate BMG's
Victorian opsrations.







8

1



WOOLWORTHS FOCUS IS
PROJECT REFRESH

G d

Project Refresh, since its commencement

in 1999, has concentrated on a number of
initiatives including a business restructuring
program, which saw significant changes in
the way we do business, as well as numerous
cost reduction programs.

Over the past six years, Project Refresh ~ Right
has deliverad cost savings amounting to Mincienbissy egiorat
3.78% of sales (excluding ALH/MGW).

Maasured in dollars, this was a cumulative
gaving over the last six years of 33.6 hillion.

O current focus s on our end-to-end
supply chain improvement pragram.

Qur supply chain strategy was developed
after evaluating systems and logistics
features of leading global retaiters and
determining an appropriats and optimum
sofution for Woolworths,

This solution addresses the following kay
design considerations:

— common integrated systems reguired
to support supply chain operations;

— stare supply chain costs {from the
Superrmarkst back dock to the shalf);

— distribution centre {DC) location and
numters;

— DC function {cross-docking and
fiows-through);

— composite supply chain integrating
cold and ambient);

— ftransport managerment (primary anid
secondary freight); and

—  process improvements across the
networlk,

15



Wioodworths' Foous is
FPregect Hetrest

Wioolwarths camiad out extensive and
detaded planning 10 ensure each nitiative
will be effective on implemantation.

The overall plan consists of a senes of
detaided plans which are ndividualby
monitored in terms of costs, functionality
and timing to ensure all aspects are
delivered. Each initiative is, an its awn,

a significant 'Improvement. Howevar,

tha interaction of these initiatives provides
greater impetus o the overall project
outcomes, benefis and Woolworths'
competiive pasition,

significant progress has been made to date
with implementation now well down the
track on many of the maior projects, a oriaf
overview of which is provided below,

i

We have ntroduced "BEveryday Low Priceg’
{EDLPY for key icon Enes in Supsrmarkets.
There has been strong customer
acceptance of this offer, and this offar will
cantinue to develop as cost reductions are
realised.

The technology required to support our
new supply chaim i critical to 48 success
anhd was complax in s construction.

We have passed the high nisk part of

our IT application developrent and are
now applying the systams throughout
our Company with far hetter than
expected results.

Our inventory replenishment program s
progressing well. As praviously reported,
Stocksmart (OC forecast-based
replenishment) was implemeantad fully i
aur OCs last yaar, as was the rollout of
AutoStockR {store forecast-based
replenishment) to all suparmarkats five
months ahead of the original schedule and
under budget. During the current year we
hawe started to benefit from the significant
advantages that these systems provide, and
mare will foliovw as we roflaut our new Point
of Sale technology during 2066, Further, we
are expanding AMoStockR to cover other
araas nat orginally plannad as 4 has been
g0 successful with our staff.
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Supermarkat DCs will be raduced from

31 DCs to nine Regional Distribution
Cantres (RDCs) and two National
Distribution Centres (NDCs). The stratagic
[oeation of these DCs iz critical 1o optimise
natwork efficiencies. Our Parth BRDC was
complated ahead of schedule and within
pudget and is now fully opsrational. This
sita forms the "hiusprint” for our future
RDC transitions. Tha Wyong, Wadonga,
Townsville and Brishana sites are on
pudget and on schedule. Construction is
wiell advanced and we expact Wyang and
Townsville to e operational later this year
with Bristane and Wodonga coming on
lina in 20686,

The coming financial year will, ag a result,
see a significant next stap with the
completion of the majority of our new
thistribution centre network and the
transition fraom the old to the new DC
natwork. This, togethar with the enabling
systems already developed, reprasents a
rajor achievemnant and significant strategic
nenefit 10 Woalworths,

Curing 2004405 investment in existing
distrbution centre infrastructure has bsen
undertaken in NSW, VT and SA to enable
the future DC network. The SA sie is now
fully aperational as an RSC with the
Mulgrave site now also fully operational

as an NDC. Yennora is expecied 1o be
operating as an NOC befora the end of
oalendar year 2005, Work s well undenaay
at our Minchinbury ROC and we axpact the
naw iemperature controfled section of this
facility 10 be operational in the Hrst half of
the naxt year.

The rationalisation of DCs, combinad with
new cross-dock and Aow-through processes,
supported by new warehouse management
systerns, will dtilise very effectively our site
schvantages and further reduce cost and
stock levels.

Reducing the volume of our direct store
delivaries and ntroducing slectranic store
delivery will reduce costs by utilising our
BCs" infrastructures as well as eliminating
administration costs. The cost of transport
fraom DCs to stores will alzo be reduced.

For stores, the introduction of phased
replenishmeant store restocking capabilitiss
alang with store-ready unit load devices
le.g. shelf-ready trays) and rolt cages,

will raduce overall costs,

Folt cages have been successiully
impiementad in Westarn Australia with
expectations having heen excesded.
Follout into Victoria, South Australia and
Gueensiand is planned aver the coming
months,

The cost of inbound freight will be reduced
by Whoolworths' management of inbound
freight volumes into our DCs and utilising
a Transport Managemeant Systern {TRS),
With the TMS now implemented for
primary freight, & new secandary fraight
aystem I8 being pioied to ensura the
optimisation of transport loads and routes,
and visibility of stock in transit at any
point in tme, Boliout will commences later
this year.

Winohvorths values its ralationship with its
suppliers and aims to worlo with them to
improve efficiencies across the supply
chain to our mutual advantage. The advent
of improved technology will further
snhance mutual partnarship benafits with
our supphers. We wall do this through
collatoration with our vendars, sharing
information, requasting feedback on areas
10 improve and by harnessing innovation
10 realise muiually beneficial outcomas.

Workshops have been conducted nationaily
with our wvendors which involve misractve
snssions developing collaborative business
plans to deliver kay outcomes.

Gwerall aur supply chain infiatives are well
underway and on track. We ars moving to
full operaticnal implementation with the
resulting benefits.
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WOOLWORTHS FOCUS IS

GROWTH

Australian Lelsure and
Hospitality Group (ALH)
and MGW Hotels {(MGW)

During the second guarter of FY05,

we secured comtrol of ALH and have
cansolidated thei resulis into the
Woalwaorths Group from the end of
October 2004, ALH is 100% owned by
Bruandwo Pty Lid, which in turn is owned
by Woolwarths {75%) and tha Bruce
Mathieson Group {25%). Bruandwa also
owns 100% of MEW which has been
consalidatad from 2 January 2005,

The Victorian hotel, club and liguor retailing

operations af the Bruce Mathiason Group
{BMG) will be consolidated into Bruandwo
once the necessary gaming licence
approvals arg aobtained. These approvals
are expected before the end of the 2005
calendar year.

Excellent progress is being made an the
intagration of ALH. The ALH retail liqueor
businass is now being managed as part
of Woolworths total retail liquor business
with BMG managing the Hotal portfolio.
Corporate overheads have baan
sigriticantly reduced and Woolworths
buying terms have been implementad.
Significant opportunities exist to expant
our retad Equor offaring, in particular
Dan Murphy's, Other potential property

opportunites are currently baing reviewed.

Plans to improve tha operating
performance of the Hotals are baing

impismentad. We are tracking as axpectad

against our planned benefits from the
acquisition.
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Foodland Associated Lid {FAL)}

Woolworths is currently i the process
of acguinng FALs current New Zealand
busingss plus 22 Australian stores via a
Scheme of Arrangsment. The acquisition
consideration comprises $1,280 million
cash less any Foadiand net debt assumedd
by Waolworths and approximately

81.8 million Waoolworths shares, The cash
consideration wil initially be funded by a
Bridge Facility and will be refinanced with
longer tarm debt {in the short tanm). The
current tmetable for the acauisition sees
sffective ownership pass o Woolworths
around late Movember 2005,

We recognise the strangth of the

MNew Zealand business and the many
improvemnents the FAL management team
has made to the husiness in recent years,
Wa helieve that with cur support and the
backing of Woolworths we will be able to
assist them to further grow and broaden
the New Zealand husiness, providing
further opportunities for employmeant.

We will welcoma employees of FAL

MNewy Zealand and the Australian storas
into the Waoiworths Group in dua course.

Wioolworths expects o identfy
opportunities which may enhance the
performance of the New Zealand businass
In various respects including:

- hy reducing costs thraugh:

- obtaining improved buying terms;

- applyving Woolworths' supply chain
and logistics technoleqgy 1o reduce
supply chan costs and practices; and

- eliminating the dupiication of head
office functions between Woohworths
and the New Zealand business;

- hy smproving the working capital of the
business mainly Dy better inventory
managemeant,

- by applying Woolwarths' operational
expertise o enhance overall
performance, through improving store
range, marchandising, store layout and
in-stare execution; and by applying fair
and consistent pricing — all of which wil
grow sales;

- by implamenting stratagies to daal
with foss-making and underperforming
stores, and

- by investigating the viability in the
New Zealand marlketplace of introducing
new formats including general
merchandise, lguor and pharmacy.

In resnact of Australia, the 22 stores will
further erhance the Woolworths store
netwark, particularly in Westarn Australia.




The Woolworths strategy

Woohworths' strategy is 1o continue to

drive its core retall business, bringing to it
customers greatsr convenience and quality,
the bast ranges and consistently lower prices
across all of its businesses. We have and will
continue to e abla to reduce prices through
Project Refrash nitiatives that encompass
maior changes 1o our systems and logistics.
Much of this has baen in gestation far the
last e yaars and will result in further
zighifizant cost savings as we move further
into Implementing thase miliatives.

Waoolworths aims to achiave this vision
through simulianeous growth in sales
combinad with further reductions in the
cost of doing business. Thase strategies
are combined with capial managemant
including Inventory reduction and the
opportunity for further share buy-backs
to diive growth in Earnings per Share,

Woolworths targets four kay areas of
performance measuramaent for #s business
inn the fong term:

— Sales growth in the upper single
digits asaisted by "bolt-on” acguisitions;

— EBIT growth outperforming sales growth
assisted by cost savings,

— EPS growth outpedorming EBIT growth
assisted by capital management; and

— Maintenancs of 4s A-— cradit rating

from S

Woalworths' long-term objective is that
EPS grawth will autpedform EBIT growth.
Hawever, whare Woolworths undertakes
maior actuisitions which result in the

need to defar s normal angaing capital
managemant intiatives for a period of tma,
EPS grawth in relation to such periods wilt
nat necessarly outperform EBIT growth.

EPS grawth for the financial year ended

26 June 2008 has been impacted by
Woalworths entaring into an Underwriting
Agraemeant in relation o the Woolworths
Dividend Remnvestment Plan and the fact
that Woolworths did not undertake any
share buy-hack activity in the financial year,
These staps were taken in order to maintain
Woalworths' S&P A- cradit rating following
tha acquisition of ALH during the year.

EPS has alse been affacted by the izsus

af Woolworths shares pursuani to
Woalworths” Employes Share and

Option Plans.

Woolworths is successtully deliverng its
strateqy of capitalising on opportuniies
for continuing growth in both sales and
sarnings. These include the foliowing:

Increased emphasis on
private branded goods

Wiochworths' product range fastures the
rajor industry brands and a strong privae
label husiness. Woolworths Homebrand is at
the leading price point in the market with the
best qualty at that price paint. Homebrand
contnues 1o be Australia’s largest sellng
grocery brand. In addition, where we can
astablish & definable point of difference we
will continue 10 expand the Woohwvorths
"Select” premium range of Woolworths
branded product. Woohvorths “Salect”

will ba the best quakty in the range for the
category, providing a signdicant price
advantage 1o customers {ralative to
compatable gquality products).

Wioohwvorths will continue to develan and
grow national brands — we are committed 1o
this. Furthermaore whare possinle Australian
sodrced products are always given
preference. In addition, we have an extensive
Agstradian product import replacemaent
program undenavay.



Wioohworths” Foous is
Carerasty

Opportunity to grow
market share

The Australian Food, Liguor and Grocery
{FLG) market continues to ba very
competitive by warld standards. According
to indepandent industry consultants, Dimas:
Strategic Research, tha Australian FLG
market s approximately $75 billion per
annum. Of this market, Woolworths has
approximataly 28% FLG markeat share,
Independent oparators and smaller chains
collectively ocaupy nearly 50% of this FLG
market. The majority of bread, meat, fruit
and vagetables ara sold through the
independent retailers. We will continue to
develop our fresh food business on the
range, quality and strong brand position
we already possess in this segmeant,

Defined plans to
continue space rofiout

It is anticipated that Woobworths weill
continue to open 15 1o 25 suparmarkats
gach year for the foreseealble future, which
togethar with the continued expansion of
existing storas, will increass its trading area
by more than 3% per year. 11 1s intendead

to increase the number of BIG W stores by
six to 10 each year, from 120 today to &
target of 158, Dan Murphy's is expactad
to open betwesn six and 12 liguor outlets
per year, Tha petrof business presently

has 458 outlsts including 117 Caltex
co-branded Alliance sites, with an overall
target of 470 outlets.

Winalwarths' abidity 1o securs retail sites
ig enhancad by its high sales per square
metre, Woohvorthe' stare expansion
pragram s supported by detailed plans
for the next three to five years dantifying
specfic sites.
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Expansion of new and
existing categories

Woolworths has considerahie experience

in introducing new business and product
categories and stora formats, including
liquor, petrol, consumer slactranics and
hotals and expanding existing categories
and formats in areas such as frash food.
Woolwaorths considers that thare are further
opportunities 1o branch inta new categoras
and formats while continuing to expand
axigting catagonies and formats.

Woolworths is targeting growth in its liguar
retading aperations, Daspite Woalworths
baing the largest packaged Lquor retailer

in Australia, i currently has a low market
share of packaged figuor. Woolworths'
retad packaged Louor sales for the financial
year ended 26 June 2005 were
approximaiely $2 6 billion.

The trend towards gradual deregulation of
both trading hours and product restrictions
continues to improve sales. Queensland,
South Australia and Tasmania have
increased trading hours to nclude Sundays
and, Iin January 2006, a change o ligquor
licensing regulation in Victoria s due to
ocoeur under which the cap on the numbar
of guor kcences that a single entity may
hiold will be removed.

Continued focus on improved
in-store execution and service

Wiootworths will continue 1o foous on
impraving in-stare axecuiion, ranging, stock
avallability and custamer service and as cost
reductions and productivity henefis are
achiaved this will benefit customers further

Lower prices — a sales driver

Further cost savings will enalile Woolworths
10 fower prices driving volame increases.
Cost savings going forward will ba
underpinnad by implemanting an end-to-
and supply chain improvemant program.

Acquisitions

ALH was a unique and strategic acquisition
that provides an excellent platform

for further growth. The strength of
Wioolworths' balance sheet allows
Woolworths to consider further bolt-on and
larger actiisition opportunities shauld they
become availatle within 4s core business
competencies.

International opportunities

With the successful acquisition of FAL,
Wiochworths will have a solid retall base in
New Zealand with opportunities to develop
that business further.

Woolworths I currently negotiating with
tha Tata Group 1o develop a consumar
slectronics business in India with
Woohworths providing saurcing, wholesaling
and some management support. The Taa
Group will manage the retadl operations.

W remain confident that Woolworths
will deliver its indicatad growth targsts to
shareholders.




WOOLWORTHS'
CAPITAL MANA

Balance sheet

Inventary at the year end increased
ty 7.1% on a sales increase of 12.2%.
This translatad to a 1.5 day reduction.

Trade craditors and other creditors decreased
marginally from 44.9 days last year ta
44 0 days this year,

Fixed assets and investmants have
increased from 22,758.8 million last year
to $3,581.8 million. This is mainly due to
fixed assets acquired as a resuft of the
acquisiton of ALH/MGW, the purchase

of additional propertias and construction
costs as part of the expanded distribution
centre networl, With respect to our
MNomwest Support Office facility, Woolworths
has snterad nto Enancial arrangemaents
with Westpac Gifice Trust which effectivaly
results in a sale of this facility. In respect of
these arrangamenis Woolworths receved
3247 milkon on 5 August 2005 and has
entered into lease arangemants for
Morwest. The centralisation of all our
currently widely spread operations arcund
Sydnay to Norwest will result in signiticant
henefits going forward,

Intangibles have increased from

%572.3 million last yvear to $2,011.4 million.
This increase has basen largely driven by the
acquisiton of ALH/MGW resulting in the
aciuisition of liquor licences, gaming
licences and property devalopmant rights,
with an acquisition value of $1,006 miflion
and goodwill of $429 million,

Met repavable debt increased by

%2 2583.3 miltion ta $2,417.2 milton
compared with the previous year of
$163.% million. This increase has arisen
mainly as & result of the debt incurred for
tha acquisition of ALH $1.278 million and
debt in the boolks of ALH of $124 millian
and MW of 300 millicn. The $60C million
Woolworths Income Notes are now
included as debt on the Balance Shaet
wharaas previously they were included
a8 ety

ROFE in 2004/08 was 38.7%. ROFE
declined during the year ag plannad,
primariby as a consequence of the
acquisition of ALH/MGW with funds
empioved being fully included, howaver,
tha retums in relation to these acguisitions
relata to onby part of the yaar.
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Capital management

Woolworths currently sets its capital
structure with the obiective of maintaining
its A credi rating,

Yo the extant consistent with this,
Woohworths undertakes capital retum
strategies that seek to increase EPS and
clistribute franking credits 1o shareholders,
mainhy through ordinary dividends and share
buy-backs. Over the past six years, aver
$3.853 millicn, comprising off and on-market
buy-hacks and dividends, has been returned
to shareholders (ncluding the final dividend
for the financial yvear ended 26 June 2005).
Wionlworths” capital management strategy
has enhanced EPS growth whilst allowing
Woohworths to take advantage of growth
apportunities, such as the ALH angd FAL
achustiaons.

To assist in strengthening the Balance
Sheet, Woolworths has entarad into an
Underwriting Agresment in connaction with
the Wonlwarths Dividend Beinvestrant
Flan {DAEP) by which an amount egual 1o
100% of all interim and final dividends
rayable in the calendar years 2005 and
2006 (including the amount of such
dividends that Woohwarths sharehalders
elect to receive in Woohvorths shares
pursuant to the Woobwvorths DRP) i
reinvasted in Waoobvorths Shares.

Woolworths well re-axaming opportunities far
future share buy-backs once the integration
af ALH and the FAL acouisition and
integration are completed. Our capital
struciure going forward will preserve our
capital strength to retain Rexibilty to pursue
further growth opportunities.

Franking credits available for distibation
as at 26 June 2005 amounted to
$606.3 million {priar to final dividend).

Central overheads and
net property income

Central overheads have decreased
rarginally ($1.1 million) due to $3.7 million
receivad in relation (o the investment in
ALH. Excluding this, central overheads
would have increased by 3.3%.

Net property ncome was marginaily fess
than the previous year due 1o the timing
of property development activity,

Current trading and future
outlook {excluding FAL)}

We anticipate overall Group sales growth
or 2006/06 to pa in the upper single digits.

We also anticipate that EBIT will continue
1o grow fastar than sales in 2005/06.

MNet prafd after tax for 2000/06 s expected
10 grow in the lower doubla digits,

Cur long-tarm EPS objactive i to
outperform EBIT growth, assisted by capital
management. However, in 2005/08, EPS
will ba impactad by shares issued under
the Group's Employee Share Option Plans
and the shares issued under the Dividensd
Femnvastment Plan undenwriting.

This guidance is given subject to carrant
retad trading patterns and the present
business, competitive and economic
climate continuing.




WOOLWORTHS FOCUS IS

PEOPLE POWER

&t Woolworths, we understand how
important peaple are in making
Woolwarths a stable and successful
organisation. As our business continues
to grow and expand, invest in new
tachnologies and venture into oversess
markets we continue 1o ook at new ways
to attract, retain and develop psople. Our
employess’ experience and knowledge of
aur business is ong of cur mast valuable
assets and contributes to ensuring that we
perform and are able to change and grow
in a competitive retall market. We focus
on developing our team ta snsura that
we can deliver what = important 1o our
sharehalders, customers and empioyess,

Key to our success s our ahility 10 harness
and develop the talent already in aur
business and provide career opportunities
to ail employess. We employ more than
145,000 pecpla, half of whom are young
pecple under the age of 25, We ars one
of the largest employers of trainees and
apprentices in Australia offering
trainesships across a number of divisions
including Supermarkets, Dick Smith
Elzctronics, BIG W, Supply Chain, Liquar
and Petrol. Last year we also employed
and enrolled 1,100 school-based trainess,
These are young people attending school,
sarning money warking for Woolworths
whilst gaining a naticnally recagnised
Cerificate || qualification in retal,

Woolwarths has a strong cufture of
develaping and promoting peopls from
within the business and provides many
opportunites for employess to grow and
reach their potential. We are continuing

to encourage cross-divisional and
crass-functional moves whethar it he by
promation, appointments to new roles for
develapmant or working on projects driving
change i our business such as tha
Mearcury Project. We also offer a number of
tailored developmeant programs at all levels
including trainee buyer programs and store
managemant programs. The Woolworths
MAcademy and cur partnership with

tha Macguane Graduate School of
Managemant (MOSM} alzo allows us to
affer a mixture of structurad on-the-iob
and formal education from induction
through to university level programs for

all Woalwarths employess.
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Thig ensures that our people have the
knowledge and experience to grow the
businass further. In addition, the tartiary
programs offered are practical, looking at
real projects and issues in our business
with senior managars playing a role in
delivering Woolworths-specific contant.

We believe all our managers are
responsidie for attracting, and retaining
smployess, training thern and ensuring
their saiety. We measure managars’
pardormmancs on iabour turnaver, taining
delivery and safety achisvernents, and
linke thair performance on these indicators
10 thair annual bonus payment. These
measures help provide cur customers wih
graat service and frash quality product
sach and evary time they shop with us,

In recognising the mportance of our
paople to delivering outcomes, In excess
of 45,000 current employess participate in
various equity-based schemes, sharing in
the Company's success and aligning their
axperience with that of other shareholders.
We have 1,360 employees who have hesn
with us far mora than 25 years and the
average length of service of a supermarket
store manager is 16 years. This s a
remarkable achievamant in the currant
business environment and demonstrates
the diverse opportunities available to our
people and the passion that thay have for
our Company.

Each year many of our employess Qo
above and beyond their day job to make a
substantial contribution to the community,
This year we formed the Wochworths
Australian Communities Foundation,
bringing togather the good work already
done by our peaple and launching the first
initiative af the Foundation, tha Employes
Matching Award Scheme. The Foundation
pravides them with the support to make
an aven bigger contrihution. Without the
genarous attitudes and outstanding work
of our people we would not be abla to
rmaks such a fantastic contribution to
comimunities across Australia.

The people who make up our business
have always teen important and as we
grow and expand into new markets hare
and overseas we arg ensuring that we
develop our people to deliver the hest in
returns to our sharehalders and sarvice
10 ouf customers,
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WOOLWORTHS’ FOCUS I
E.:.

&

CORPORATE SOCIAL RESPONSIBILITY

Az Australia’s leading food retailer, we at
Woalwarths recagnise that we have a
signidicant environmental, social and
sconomi footprint in the communities
in which we oparaie. Inherent in this
cOmmitment Is greatar transparancy

of reporting, which 2 why Woolworths
will soon release s Corporate Social
Feponsibility Repart for 2005,

This Repart represents a summary of our
environmaent and sacial performance.

It also details examples of activities that are
OCCUrTng In our businass to improve this
periormance, some examples that are
occurring in our businass taday are in the
following areas:

Environment

Woalwarths recagnises that practicad,
efficient and sustainable environmental
strategies are frequently also our preferred
business strategies. The Company therafore
encourages and supports practical, cost
effective and achievabile environmentat
managemeant which both recognises
cammunity and shareholder expettations
and over tme adds to shareholder valus.

The key Impact areas that we have
identfied are as follows:

Electricity consumption and the
associated greenhouse gas emissions
W ara committed to reducing our enargy
consumption and emission of greenhouse
gases both in stores and support offices,
In developing efforts to reduce energy
consumption, it has been recognised that
this is bast achieved hy targeting areas
that use the greatest amount of energy.
Thiz tends to ba refrigeration, fighting and
tampersture control,

Store waste going into

fandfills and recycling

We ara committed to minimising the
amount of waste produced and ensuring
that we have responsible disposal and &
rohst recycling pragrams. Key 1o thase
pragrams i the exploration of various
recycling programs within our stores to
minimise the amount of generated waste.
I addition, initiatives emanating from
Project Refresh such as roll cages and
shalf-ready trays are also having a direct
bearing on our reduction n wasta volumes,
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Packaging used in our operations

and by our customers

A significant step for Woolworths was

the initial commitment to the National
Fackaging Covenant. Through our ongoing
objective of raduction in packaging and
plastic bag [Htar, Woolworths will pursue a
"[fecycle” approach to the managsemeant

of packaging waste, including the reduction
in use of plastic chackout bags.

W have achieved a reduction in plastic
checkout bags issued by over 35% in the
last 18 months,

Fuel consumption and associated
greenhouse gases in our vehicle fleot

A number of transpontation and distribgtion
initatives within Prviect Fefrash, such as
consolidation of store deliverias, ara having
a positive environmantal impact.

We believe that increased transport
efficiencies mean less actual trips are
required with a resuling positive
snvironmantal ouicoma. Cost savings
convert to real energy savings and this is
one of the real benpefits of responsibla and
effactive transport management.

Petrol stations and management

of leakage risks

Al Woolworths we recognise that as our
network of petrol canopies has expanded,
wie nead to vigilanthy manage our
relationship with the environment given the
adverse impact petroleum products can
have If not managed effectively. Gne of the
ways we are doing this is to adopt ndustry
bast practice on facilities and sgquipment
safety monitoring and control standards
and sie managemeant.

Working with cur suppliers

[n respect of Woolwarths Private Label
brands, a Quality Assurance {"WOA")
hygiene and saiety standard apples in
which suppliers and trade pamners are
required to implement all relevant areas as
part of the certification program in arder
10 deal with us. This is a program that
both we at Woolworths and our suppiiers
take zeriously and bi-annual audits

are conducted to ensure compliance

10 the WOA standard requirements,

The program alse addrasses environmental
issues such as packaging as welt as social
aceountaniity and labour,

Social performance

Sacial performance can take on & varety of
forms and at Woohworths we are sensitive
10 makea sure we constantly ook inwards to
snsura that we both manage expectations
caratully and deliver practical and heneficial
ouicomes in a cooparative environmant.
Areas that we consider key include:

Anti-Discrimination and

Equal Employment Opportunity
Wioolworths 1s commitied to providing a
working envirenment whers evaryone s
treatad fairly and equitably and with dignity,
courtesy and respect both in the workplace
and in all our communications.

Winolworths balieves in the value of alf of
its paople and encourages all employess
10 achieve their personal goals within

the Company through the diversity

of opportunities available. Key to our
succession planning strateqy is to wentify
ang develop the talent from within our
teams 1o develop our future leaders.

Training and education

All of aur people, whethar i stores or
support functions, know our Husnesses
extramely wall. Our employess' experience
and knowledge of how our business
oparate s one of our most valuatle assets
and contributes 1o our ONQOING SUCCESS.

o

The Woolworths Acadamy offers structured
formal education from induction through to
university fevel programs for Woohwvorths'
smployess, praviding our people with the
skills and knowledge they nead to take our
business into the future.

Health and safety

We believe that no task = s0 urgent and
ng service so impertant that we cannat do
it safely. The safety and health of all our
people carries the same prionty as any
other business function at Woolwaorths.



Privacy and confidentiality

At Woodworths we aim to ensure that every
employes has the necessary information {o
perform their joh. Howaver, we recognise
that we are bound to pratact this
information and therefore we have
incorporated appropriate privacy and
canfidentiality clauses into our Code of
Conduct that all employees must obsarve,

Conflicts of Interest/yifts

and gratuities

Waoolworths is committed to ensuring all
business relationships with suppiiers are
carrad out fairly, openly and based on
professional intagrity. As a matter of
Company principle we do not give or
receive gifts and graiuities,
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WOOLWORTHS’ FOCUS I
CORPORATE SOCIAL RES

Community involvement

At Waoaolworths, commitment to the
community s a fundameantal part of our
culture, We raise millions of daollars each
and ewvery year to help create a brighter,
healthiar future for Australian families
and the communities in which wae all lve,

Jo enable us to hettar support the effors
of our stalf, customers and suppiers,

tha Woalwarths Limited Australian
Communities Foundation was established
in 2004 10 coordinata and focus our
charitable activities across three kay arcas,

1 The Wellness of Chiidren
Woalwaorths is committad to safeguarding
the health and wellbaing of Australia’s
children, assisting in the fight to prevent,
traat and alteviate disease. Ensuring a
healthy futura for all our childran i a
fundamental priority for Woolworths'
145,000 employaess which ig why it will
continue to ba a key focus of our charity
SUPROIL programs.

Children’s Hospitals Fundraising
Woolwaorths has baen a malor contributor
to Australian Children’s Hospitals for over
10 years with fundraising efforts centred
around aur annual Frash Future and Big
Heart Campaign. The racord brealing
$3.5 million raised in 2004's campaign wil
make a real difference in helping to save
lives and imprave the long-term health
prospects of sick children acrass the
Country.,

2 Rural and Regional Australia

The sustainable future of Australia’s rural
cammunities is critical o Waalworths,
M3 a maor supermarket chain, we are
mutually reliant on Australia's primary
praducers 1o supply us with the products
to stock our shelves,

We develop long term, sustainable
relatipnships with aur primary product
suppliers to enahie them to vest in

tha grawth and efficiency and in the
develapmant of the quality and innovation
af their products.
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The Fred Hollows

Community Stores Program
Woolworths continues to support this
axcellent initiative to assist indigenous
communitias in thae Katherine area of the
MNorthern Territory with the sustainatle and
profitable operation of thei locally ownad
and operatad stores.

In addition to providing greater access
1o nutritious food, the proiect is also
generating employment, economic
growth and educational development,

In 2005 this project won the 2004 large
pusiness category of the Australan
Prima Minister's MAward far Excellence
in Community Businass Partnarshins.

Harmony Day

Woolworths is a proud sponsor of
Harmany Day which iz Australia’s largest
rmulticultural event organised by the Federal
Departmeant of [mmigration. In 2005, over
100 stores helped to celebrata tha ethnic
tiversity of their communities,

Austratia Day

Woolworths is a long-tarm partner of the
Australia Day Council through our exclusive
sponsorship of its ingpirational Australian
Ambassador's Programme, The
Programme encourages high achieving
Australiang from a wide range of fields to
participate as Australia Day Ambassadors
iniocal community celehrations across
Australia.

3 Education and Employment

Ag one of the nation's fargest employers of
young people and apprentices, recruding
talented people s essential to the ongoing
growth of aur Company. By helping young
peaple 1o develop their own skills and
potential, we can put them on the right
track to a successful future career,

Students in Free Enterprise (SIFE}

SIFE Is & unigue intemational, nat for proft
organisation which, through the support of
nusiness, ivites university students to set
up practical, free enterprise focussad,
aducational outreach projects that benefit
the community.

b
PONSIBILITY

Haritage Posters

Woohworths Limited has been producing
the Australian Heritage Posters for more
than 20 years. Thase have been distrbuted
throughout Austrafian schoals in every
State and Temritory and have been available
10 tha general public via mail ordar.

They caver events, people and facts of a
uniguely Austratian nature and provide both
historical and educational information ina
concise format.

Grass roots
community support

[n addition to the areas noted above,

wa algo support additonal “grass roots”
activities which are focused on the specitic
nesds of the loca!l communities in which
we operata, Activities designed to assist
these communitias include:

1 Local Community Support Program
Al of our suparmarkets have the capacity
0 assist waorthy causes in their local area
under our Woolworths in the Community
Program. o the last year alone,

ihis program has helped to channel over

$3 million directly back into our local
communiies,

2 Employvee Matching Award (EMA)
Scheme

M brand new initiative designed to
smpower all our staif members to raise
money for charities clese to their haans
of their hamas, Employees apply to the
Foundation far an EMA which will match
the amount they raise for appraved
charities up to a specifisd amount.
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Leon Michael LU'Huillier
BECom {Hans}, MBA, M Fhil

Chairman sAudit Commitas, Membar
Comarate Governance Commites,
Director and Chairman Audit Committee
of Bruandwo Pty Ltd.

Mr LHuillier s a Director of Bepoo Limited
since January 2002; the Chairman of its
Remuneration Commitiee and former
Chairman af s Audit Committes.

He is an experisnced Chief Execuiive
and Company Director in the grocery
manufacturing and fguor industries,
previausly as Chief Executive Gificer of
Lion Mathan. He has hroad experience
as an independant Director of major
organisations in retading, logistics,
property and financial services, He was
prewviously a Director and Audit Commitiee
Chairman of Fortis Limitad, a Diractor of
MPG Logistics {formerly part of Mayne
Logistics) and was the former Chairman
of the Australian Prime Property Fund,

a majar retail shopping centre Groupn.
He is a former Diractor of MLC Limited,
and Challenge Bank Limited. He was
appointed a Director in September 1957,
Age B2
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John Frederick Asthbury
FAICD

Member Audit Committes and Corporate
Governance Committes, Chairman

Board of Trustees, Woolwarths Group
Superannuation Scheme.

My Asthury s also a Directar of AMP
Limited gince September 2004 and of

4G Limited since Aprl 2001 He was
praviously Finance Director of Lend Lease
Corporation Limited and Chief General
Manager, National Australia Bank Limited.
He has a jong career in banking and
financial services in bhoth the UK and
Australia.

My Asthury was appointed a Directar
af Wooblworths Limited in January 2004,
Age 81,

Adrienne Elizabeth Clarke
AL, PhD, FAMN, FTSE

Member Personnel Policy Committes
and Corporata Gavernance Commities.

Frofessor Clarke is a Director of Fisher

& Pavkel Healthcare Corporation Limited
since Moverbar 2001, WM Fesources
Limited from August 1996 untd June
2008, Tridan Limited since June 1588
and Haxima Limited since March 1988,
She is Laureate Professor at the University
of Melboume with a distinguished
record of achigvement in the Sciences of
Botany and Biology. Sha was previously
Ligutenant-Governor of Victoria
{1997-2000), Chairman of the CSIRO
Board {1851-1886), a Member of the
Frime Minister's Supermarkat to Asia
Councit (1988-2001) and a Member af
the Federal Government's Trade Policy
Advisory Group. She was apponted

a Directar of Woolworths Limitad in

July 1894, Age 67,

Roderick Sheldon Deane
PhD, BCom {Honsg), FCA, FCIM, FNZIM,

Or Deane has an honorary LLD fram
Wictoria University of Welfington,
Member Audit Committes and
Corporaie Governance Committas.

Or Deane is the Chairman of Talecom
Corporation of New Zealand Uimied since
Cotober 1959 (having previously held the
position of Chiet Executive and Managing
Oirector). He is also the Chaimnan of
Fietchar Building Limitad gince March
2001, Te Papa Tongarewa {The Museumn
of New Zealand) since July 2000, ANZ
Mational Bank Limited since February 1852,
the NZ Seed Fund since May 2000 and a
Director of ANZ Banking Group Limitad
since 1594, Dr Deane s a board member
and Patron of New Zealand’s largest
charitable organization, the [HC: Chairman
of the City Gallery Wellingtan Foundation,
and & trustee of MOTU Econamic and
Social Policy Fesearch. He was previausly
Chiaf Executive of the Electricity
Corporation of NZ Limitad, Chairman of the
State Services Commission, and Deputy
Governar of the Beserve Bank of NZ.

He was appointad a Director of
Woolworths Limited in April 200G, Age 84,
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( REPORT

Bividend
Franking tax rate condsfshare  Todal paidipayable
o $nr
Final 2004 dividend
Faid on 8 October 2004 30 24 248.9
Intarim 2005 dividend
Faid on 28 Anprt 2006 30 24 250.9
Final 2005 dividend
Payahie on 7 Octoher 2005 30 27 286.6

Thiz Repart is given by the Directors in
respact of Woolworths Lmited (the
Company! and the consolidated entity
consisting of tha Company and the entities
it controlled (the Group) for the Enancil
period ended 26 June 2005,

The Directors

The parsons who have been Directors of
the Company at any time during or since
tha end of the financial period and up 1o
tha date of this Beport are:

J A Strong
R C Corhett

Chairman

Group Managing
Director and Chigf
Exacutive Officer
JF Asthury

M E Clarke

RS Deane

D J Grady

L M UHuillier

Datails of the experience, qualifications,
spacial responsibilitias and other
directorships of listed companies in respect
of each of the Directors are sef out agamst
their respactive names on pages 32 and 33

Company Secretary

Mr Bohan Kenneth Stretton Jeffs 84, LLB,
LLM {Sydney University) FCIS.

Mr Rohan Jeffs jcined Woolworths in June
1986 as Company Secratary and General
Counsel after 12 vears’ experience in
Corporate Law. He was appainted General
Manager, Corparate Services in July 1990,

Mr Bohan Jeffs has been a Diractor of
tha Retail [ndustry Superannuation Trust
{K.E.5T) since 1850.
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Principal activities

The principal activities of the Group during
the pariod, consisted of food, liquor, patrol,
general merchandise, consumar electronics
retailng through chain store operations,
iogether with hatel, gaming and
sntartainment operations,

During the year the Company significantly
axpanded 4z liguor and hotel oparations
which comprise on-premise guor sales,
retail liquor sales, food, accommodation,
gaming and room hirg, as a result of the
acuisition of Austratan Laisure and
Haspaality Limaad (ALH).

Consolidated results and
review of operations

The net armount of consolidated profit

tor the financial period aftar mcome tax
axpensa and Woohvorths lncome Notes
distributions attributable to members of
the Company ang #s controfled antitias
was £780.5 million (2004 $687 .8 million}.
Na extraordinary expenses wers nourrad
by the consolidated sntity i the period.

Aoraview of the oparations of the
consclidated entity and its principal
businesses during the fnancial period
and the results of those operations are
set out in the Chairman's Report and
the Group Managing Tirectar's Report
from pages 2 1o 16, inclusive.

Dividends

The amounts set out above have been paid
by the Company during the financial pericd
of have been declared by the Directors of
the Company, by way of dividend, but not
paid during the financial pericd up to the
date of this Report. All dividends were fully
franked at the tax rate indicated,

W oohworthis Livnted

Significant changes
in the state of affairs

Cither than as referred to in the Group
Managing Dirsctor's Report, the signiticant
changes in the state of affairs of the
Group during the fnancial period are as
follows.

A net increase in the issued share capital of
the Company of fully paid ordinary shares
as @ result of:

(i} the issue on 8 Octobar 2004 of 3,556,046
fully piid oridinary shares and the issue
on 29 April 2005 of 15,575,084 fully paid
ordinary shares pursuant o the Dividend
Reinvestrent Plan and Dividend
Reinvestment Underwriting Deed in
respect of the 2004 final dividend and
the Z005 interim dividend respectively;

(i) the ssue on various dates of a total of
11,368 fully paid ordnary shares pursuani
10 the Empioyee Share Plan; and

fivthe issue on varous dates, for cash
at the ralavant exarcise price, of
20,066,854 fully paid ordinary shares as
a result of the exercise of options hald
by a number of exacutives under the
Executive Option Plan (EGP}.

On 1 duly, 2004, 7 752 750 options were
granted under the ECP.

Mg at 26 June 2008, there were

79,311 {2004, 77,956) tull-time equivalent
amployees of the consolidatad entity

and 72,834 12004: 67 478) emploved by
the Company.



Mestings of Directors Meatings of Audit Meatings of Personmad Maeetings of Woolworths  Mestings of Corporata Mestings of
wehilat & Ehrector Cormeriltas Folicy Conmmittes Group Superannuation Governance Commiltes atl oo
AttendedHetd AttendedHeld AttendedHeld AttendedHeld AttendedHeld Compmittee™
A E Clarke™ 15116 448 1516 1
16/16 4/7 16/16 13
1456 6/6 14116 1
15116 h/5 1516
15116 6/6 1516 12
¢ 16/16 6/6 h/5 16/16
J F Astbury 1456 6/6 77 14116 1

Motes

Matters subsequent to the
end of the financial period

Excant for the mattars disclosad below,
the Chairman’s Fepart and tha Group
Managing Director's Bepaort from pages

2 to 16, thara is, a1 the date of this Report,
no other matter or circumstance which
has arisen since 26 June 2005 that has
zignificantly affectad or may significantly
affact the Group’s operations, the results
of those operations or the state of affairs
of the Graup in future fnancial periads.

Final dividend

On 22 August 2005, the Directors declarad
a final dividend of 27 cents per share, tully
frankad at the 30% tax rate, on each of tha
issued ordinary shares of the Company. The
final dividend is payable on 7 October 20065,

Grant of options

On 1 July 2004, 7,752,750 options

were granted under the EOP Between
27 Jdune 2005 and 20 September 2005
2,434,092 shares wara allotted as a resulk
of the exercise of options granted under
tha ECPF in Juby 1852,

Acquisition of Foodiand New Zealand
business and certain Action Stores

On 25 May 2006, Woahworths Limited
{"Woohvorths™) announced that they had
entared into an agreement with Foodland
Associated Limited {("Foodiand”) and
Metoash Trading Limited ("Matcash”) under
which Waolworths agreed o acquire
Foodland's New Zesland business and

22 Action stores (including two development
sites) i Wastem Australia, Queensland and
Mew South Wales for a total enterprise value
of appraximately 52,500 milkon following a
demerger of those businesses by Foodland
{"Tranzacton”}. The Transacton will be
effectad by way of schemes of arrangemeant,
which are currently expected 1o be
submitted to Foodland sharshaiders in
OctoberMovember 2005 in the absence of
an alternative proposal on SUpenor terms.
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Woalweorths will pravide Foodland
shareholders with the option 0 receive
cash andfor Woohvorths' shares subiect
to a total poal of Woolworths shares of
approximataly 81.6 million shares and

a iotal cash pool of 31,250 milkon lass
any Foodland net debt assumed by
Woohworths, The cash consideration will
initialty be funded hy a Bridge Faaility and
will be refinanced with longer term debt.

Acquisition of Bruce Mathieson Group
{BMG) Victorian assets

Az part of the shareholder arrangements
between BMG and Woolworths in refation
to the ALHMGW husiness owned by
Bruangdwo, BMG will procure the transier
andfor lease to Bruandwao of centain of its
hatals, club and liquor retailing assets in
Victoria. This transfer is expectad to be
completed prioy to 31 December 2005 and
will invaive transfer 1o Bruandwo of the
BMG husinesses in respect of 25 hotels
in Victoria, the managemant of nine clubs
{including fve AFL clubs) in Victoria and
of 13 retail liquor cutlets in Victoria,

Likely developments and
expected results of operations

Other than comments an likely
developmants of expectad resulis of certan
of the operations of the Group which are
included in this Report, the Chairman’s
Feport and the Group Managing Director's
Feport in the opinion of the Directors,
further information on Ekely developments
in the Group’s operations and the expectad
results of those operations have been
omitted as the Directors balieve 1 would be
likaly 1o rasult in unreasonabie preiudice to
tha Group’s interests if such further
information weare included in this Report.

Meetings of Directors

The: talie abowve sets out the number of
mestings of the Company's Directors
{including mestings of Committess of
Directors) held during the financial period
sndad 26 June 2605 and the number

of mastings attended by each Tirector
The Board has praviously determined

that in order to daal effectivaly with all

of the matters requiring its consideration,
including ongoing strategic issues, four of
the Board mestings were hald aver two
days. In addition to attending formal Board
and Board Commitiee meetings, the
Directors undertake other duties including
attending strategio raview sessions, retail
markat study trips, as well as Board and
Board Committes Maeting preparation anid
resaarch. Thase additional responsibilities
constitute a further significant tme
commitmant by Directors.

Directors interests in
shares/options
Particulars of Directars’ relevant intarests in

sharas in the Company as at 20 September
2005 are set out below:,

Dirsetor Falevant Interest
J F Asthury’ 8,943
M E Clarke 35,323
F C Corbett 293,165
F S Daane’ 45,000
O J Grady 33,801
L M LHuillier 115,044
J & Strong 68,647
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1 introduction

ot Waoalworths, all of our employess
play an important role in delivering the
Company's financial periormance and
our remuneration policies have heen
developed to provide markat competitive
remuneration in order 1o sustain
Woolwarths' competitive advantags and
pratact the interests of sharehalders.

Woalwarths recagnises that remuneration
ig an important factor in attracting,
motivating and retaning talentad
employess, in canjunction with other
elements of our approach to people
managemeant. The Woolworihs Academy
pravides traring and development for all
employess to learn and davelop the skills
thay need (0 succeed in their current olag
and the development opportunities to
enabla tham to reach their fulf poteniisl,
Effactive succession planning maans that
employess are promaotad and appointed
to new challengas within the business.

Wioolwaorths has an achievement and
periormance orienied cufture which our
remuneration policias serve 1o drive and
support. In recognising the impartance of
our people to our success, in exacess of
45 000 current Woalworths' employess
participate in various equity-based
schemes, sharing in the Company's
success and aligning their experiance
with that of other sharehaiders.

2 Remuneration Policy

Harmuneration policy is aligned with
both our financial and strategic busingss
objectives and recognises that people
are a major contributor to sustained
improvameants in performance.

Woolworths' remuneration policy for ali
exsrutives ensures;

- Hernuneration is market compstitive
and degighed to attract, motivate and
restadn kay execulives,

- Demanding performance measures
arg applisd to both short and
long-term “at risk” rermunsration;

- Short term performance is linked
to hoth financial and non-financial
parformance measures; and

- Long term performance is measursd
through shareholder value creation.
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Company protection and employrment
stahility iz provided through
pre-establishaed employment agreaments
limiting the amount of termination
payrments and providing for restrictive
covenants on future competitor
amployment.

2.1 Role of the Persennel Policy
Committee

The Cammittes warks clasely with
rmanagement 1o review processes and
programs 1o ensure the Remuneration
Folicy is implemented. Accordingly,
rmanagement provides to the Committae
independent external advice on kay
remuneration SaUes, as required.

The: Committes’s role is to act on behaif
of the Board to;

- Review the Company’s overall human
resource and remuneration strategies
and policies;

- Review and recommend to the Board
the seniar exgcutive remuneration
structure based on external benchmarls
and business siratagy.

- Approve overall Company fxed
remuneralion increasaes;

- Beview and approve the Chief Executive
Cificar (CEQY recammendations on
Shart Term incentive Plan structure;

- Review the CEO recommendations an
Shart Term Incentive Plan performance
reasures for senior executives;

- Review and recommensd to the Board
the Long Term Incentive Plan structure
and in particular the alignment of
nclvidual exeocutive remunaation
outcomas 1o sharehaldar valua oreation;

- Oversee pardformance management,
succession pianning and management
development processes and programs;
and

- Sesk independent axiemal advice
regarding Non-Executive Directors'
remuneration and their retiremeant
penefits in accordance with a
shareholder approved schema, the
Constitution of the Company and tha
Corparations Act 2001, and recommend
any proposed changes to the Board.

Membarship of the Committae consists of

three independent Non-Executive Diractors.

Current members are Diane Grady (Chair),
James Strong and Adrienne Clarke,

The members’ attendance at Commities
Mestings are set out on page 37.

W oohworthis Livnted

3 Executive Remuneration
including Executive Directors

3.1 Qverview
Wioolworths' current remunaration
structurs 8 comprised of two componants:

- Fixed remuneration which is base salary,
superannuation contributions and
where appropriate, the use of a fully
maintained motor vehicle; and
- The varable ar “at risk” component is
performance based and comprised of a
cash based Short Term [neentive Plan
{STIF) and & Long Term incentive Plan
{LTIP).
The: total remuneration package of all
aexecutives i designed 1o ensure an
appropriate mix of fxed remuneration with
short and long term incantive opportunities.
The: ralative weaighting of fixed and variable
companents, for target performance, varies
with role lavel and complexity, Genarally,
the proportion of rermuneration “at risk”
increases with organisation responsibility
and accountatilty level Woolwarths
requires a significant proporion of senior
executves’ total potential reward to be at
risk to reward performance in both the
short and long term. To ensure alignment
batwesn tha Company parformance and
individual perdomance, Woolaorths aims
10 pasition all senior executives'
remuneration at;

- The meadian of the relevant market tor
fixed remuneration; and

- Tha third gquartile o tha relevant market
for total remuneration far outstanding
performance.

3.1.1 Fixed Remuneration

The amount of base salary is detarmined
by reference to independent research
considerng the scope and naturs of the
role and appropriate market rates as well
as the exscutive's individual performance
and experence. Base salaries are aligned
10 the madian of the relevant market.
Whilst Woolworths conducts annual
remuneration reviews, there are no
guaraniead remuneration increases
containad in executive Service Agresments.
Any increases are determinad by individual
pedaormance, economic ndicaiors and
rarket data,



Woolworths targats the mix of fixed and variable remuneration as follows:

Parcentage of iolal target remunaration

Fixed Target short-tenmm Target long-term

remurteration incentive Bcentive

N S B

CEOQ 30 35 35
Diract repors 1o CEQ 40 30 30
Other senior executives 60 20 20

3.1.2 Variabie “At Risk” Remuneration
Remuneration that is variale and
dependent upon performance s delivered
through the STIP and the LTIP.

3.1.2.1 Short Term Incentive Plan

The STHF has tesan structured 1o ensure
that paymants to the CEC and ather
exgcutives are closely aligned to business
performance and are designed to;

— Deliver Company parformance
Improvements over the priar year,

— Provide rewards subiect to the
achievernent of rigorous peformance
targets; and

— Align individual obiectives to Company
and business spacific abjectivas,

The STIP provides an annual cash incentive
that is based on a maximum percentage of
the executive’s base salany, The CEOQ’s STiF
iz calculated up to a maximum percentage
of fixed remuneration. STIP is payabla upon
the achievernent of Woolworths” financial
Key Fesult Areas (KRAs), as well as a
campoenant for non financial or individual
performance. Ganerally the componants
are weightad 70% to financial KRAs and
30% to non fnancal or individual
performance. However, the CEG's STIP s
welghted 50% to financial KEAs and b0%
to non financial KPls. The financial IKRAs
may ba measures such as Sales, Earnings
Bafore ntarast and Tax (EBITY Return on
Funds Employed {ROFE) and Cost of Doing
Businass ({CODE). Mon-financial maasures
may include obectives such as reducing
ataff turnover rates, safety, shrinkage or
food safety campliance ratings. All targets
are set a4t the baginming af the financial
vaar for each business within the
Woolworths Group and are measured
hased on iMprovements to the prior year.
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There are thres levals of targeted
performance for each measure:

- Threshold, which is the minimum
mpravement 0 last year's resulis
requirad to guakfy for any incentive
payment;

- Target, where established peformance
targets have been achieved, and

- Siratch, where parformance targats
have beon exceaded,

The targets and waightings for each
measure are adiustad at the beginning of
the financial year 1o reflect the specific
financial ohjectives of each business within
tha Woalwarths Group for that Enancial
yaar. Thig results in each executive having a
STIP that is directly linkaed to their individual
annual business objectives,

The Persannel Poliny Committas reviews
annuaily the ongoing appropriateness of
tha ST including performance measuras,
waighting of performance measures,
performance hurdlas, and assessment of
performance and reward outoomes.

3.1.2.2 Long Term Incentive Plan

The other variable remuneration
componant is the Long Term Incaentive Plan
which s designed 1o

- Attract, retain and motivata all
Bxecuives;

- Align executive rewards to shareholder
value creation; and

- Provide rewards that are linked to the
Campany’s strategic, financial and
human resources objectives,

Long term incentives have neen in place
since 1893 and have besn provided
through various executive option plans.
Since 1983, long term incentives have Deen
pravided through the Executive Option Plan
which was designed to reward executives
for share price and earnings growth.

Performance measures ralata to cumulative
Earnings per Share (EPS) growth and Total
Shiarehoider Return (TSR] relative to peer
companies. EPS and TSR offer & balance
batween intamal and external padormance
indicators and are alignad to shargholder
axperiences. In addition, since 2002,
Exacutive Option Plan participation has
baen linked to executives entering into
Sernvice Agraements that offer the
Company protecton and provide clarity
tor exacutives, From 2003 alt Supermmarkest
and BIG W store managars and buyers as
weall as distriution centre managers
batcame aelighie {0 participaie in the
Exacutive Option Plan.

At the 2004 Annual General Meating,
shareholders approved the introduction of
a new long term ncentive, the Woohvorths
Long Term Incentive Plan. The Plan has
four Sub-Plans that together can provide
Cptions, Pedarmance Rights, Performance
Shares of Cash MAwards. This Plan allows
the Board flexibiity to determing which of
the Sub-Plan's awards will he granted ta
deliver the overall LTIP obiactives. Like the
previous Executive Option Plan, stringent
pedomrmance measures are set annually and
relate 1o £FS and TSR hurdies.

[ tha event of cessation of emplaymaent,
both the Executive Option Plan and

the (TP Rules provide the Board with
discration as 1o the treatment of
unvested long term incentive awards,



Executive Option Plan
This Plan was approved by shareholders in
Movembear 1995, There are five tranches

and each tranche s subject 1o performance
hurdles estapiished by the Personnel Policy
Commities and approved by the Board.
Hurdles relate to cumulative EPS growih
and 1o relative TSR, As at 26 June 2005,
thare were 28 020,082 options issuad
under this Plan. This Plan was last offered
with an effactive grant data of 1 July 2004,

The Executive Option Plan has the

following features:

- The exarcise price is sat at the weightsd
average market price of a Woalworths
Ltd ordinary share on the five trading
days prior to the date approved by the
Board as the affactive date of options for
the purpose af detarmining the exercise
parod and perdormance hurdbas;

- An exercise perod that commencas
after five years, subiact to performance
hurdles being met and with a maximum
axarcise period of five and a half years;

- Upon exeraise, each option entitles the
optionholder to one ardinary fully paid
Wioolworths Ltd share;

- Vesting is suhject to two performance
hurdles based on cumulative EPS
growth and relstive TSR measured
over the performmance period;

- The performance measures, EPS growth
and relative TSR are each weighted 50%;

- EPS s the non-dilutive EFS which ig
rmeasurad as the net profit of the
consolidated entity after outside squity
mnterests dividad by the weighted
average numbear of shares on issue
{including ordinary sharas and dividend
rainvestment alioctments) over the
perfaormance periad;

- The EFS component vests in four
tranches, dependent on attaining
average annual growth of either 10%
of 11% as follows:

- The fitth tranche (B0% of options) is
nked to relative TSR and measures
the growth in the Company's shara price
plus dividends noticnally reinvestad in
the Company's shares comparative 1o
a peer group, measurad aver five years
from the grant date but smoothed for
threa moenths 1o eliminate volatility.
This reflects the norease in value
deliverad to shareholders over the
perfarmance pariod;

- TSR performance is measurad against a
comparator Companies group comprised
of the S&PMEX 100 Industrials Index,
axcluding companies iy tha ASX Banks
and Finance Accumulation index, ASX
Al Rasources and ASX Trusts and any
companies in the comparator group
that have merged, had a share
reconstruction or been delisted as at the
measuremant date;

- TSR pedormance maasurement for the
purpose of calculating the numbsr of
options 1o vest is carried out by an
ndependant third party; and

- The percentage of tha total number of
options granted that vest is dependent
on Woolworths' ranking relative to the
performance of the above comparator
companies, The following tatsle sets out
the TSR vasting schedule:

Woolworths TSR equais
or axcasds tha Tollowing
percefils of the
COMPErator companies

Farcaniage of oplions
ir tertai grant that
gy bo axorcised

G0th percentile 12.5%
65th percentile 25.0%
F0th percentile 37.5%
75th percentile 50.0%

Parcantage of options
i1 total grant that

Tranche

sy be sxarcised

Parformance
frdfe to
brer achioved

Euercise poriod

Tranche 1 12 5% Ayear  Betwesn 5 and b5 years
10% EPS  from the effactive data
Jranche Z 12 5% 4 year  Betwesn b and 5.5 years
11% EPS  from the effactive data
Jranche 3 12 5% Syear  Betwesn b and 5.5 years
10% EPS  from the effactive data
Jranche 4 12 5% Syear  Betwesn b and 5.5 years
11% EPS  from the effactive data
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Wioolworths Long Term Incantive Plan
The Woolworths Long Term [ncentive
Pian hag four Sub-Plans as described

balow.

Cption Sub-Plan

The: Option Sub-Plan delivers a right 1o the
holder of an option to actusire a share at a
future date, subiect to performance hurdles
baing met and tha payment of an exercise
price. For the 2006 financial yoar the Board
has determined that the Option Sub-Pflan
wiill contain the same features and
performance hurdies as the Executive
Cption Plan options granted during the
2005 financial year.

Ferformance Rights Sub-Plan

The Performance Bights Sub-Plan delivers
a contractual right 1o a future grant of a
Company share to the right holder at a
future date, subiect to the perfaormance
hurdles being met. Each Performance
Fight has the following features:

- It can be exercised far no monetary
payment and

- Upon exercisg, each Performance Right
entitles the right holder to the issue
of one ordinary fully paid Woalwarths
Limnited share.

Performance Share Sub-Plan

The Performance Share Sub»-Plan provides
for & contractuai right to an immediate
grant of Company shares to participants,
antitterment 1o which are subject to
perfarmance huardies being achievaed.
Each Perdarmance Share has the following
featuras:

- It can be exercised for no monatary
payment; and

- Partizpants receive dividends or other
digtributions and entitiemeants of being
an ordinary shareholder.



Cash Award Sub-Plan

Tha Cash fward Sab-Fian provides

for participents to receive cash based
long-term incentives subject to spacified
performance hurdles being met.

[t is anticipated that the first offer under the
Woolworths Long Tarm Incentive Plan will
he made i 2005 and will ba made under
the Option Sub-Plan.

The Chief Exacutive Gificer’s

Long Term Incentive Plan

The CEO participatad in the Executive
Ontion Blan in 2000 undar the same terms
and conditions as other executives hut
sublect 10 a three yvear vesting period.

Diractors and Executives

At the 2004 Annual General Maeting
shareholder approval was given for the
Board to grant up 1o 2 mifion options to
tha CEO on the basis that up o 1 million
options would ba granted for each of the
2004 and 2005 fnancial years,

The Board and CEO have since agreed that
none of these options will be granted.
Instaad, i negotiating the CEOs extanded
Service Contract, the Board has agreed w©
replace the above arrangement with cash
based ncentives of up 1o a maximum of
$3 million par annum in relation to kay
initiatives for the financial yaars ending

30 June 2005, 2006 and Z0C7. In addition

10 convantional performance measures,
further measuras will be considerad by
the Board that closely align the strategic
nositioning of Woolworths including:

- Grawth and market shara in kay
business catagores,

- Pursuing actuisitions and alfiance
strategies;

- dnitiation of managemeant changes (o
prepare for succession and smooth
transition for the new leadership team;
and

- Dawveloping further strateqic nitiatives
ta ensure future growth.

Al Specified Executives were empioyed by Woolworths Limited during the year. The following is & st of the Executive and
Mon-Executive Directors and Specified Executives of Woolworths Limited and their positions at the date of this Report.

Executive Director

Roger Camphell Corbett

Group Managing Director and Chisf Executive Officer

Non-Executive Directors

James Alexandar Strong
Laon Michasl UHuiller
Adrignne Elizabeth Clarke
Raoderick Shealdon Deane
Diane Jannifer Grady
John Frederick Astbury

Superannuation Schamsa

Chairman of the Board and member af the Audit Committes and Personne! Policy Committaes
MNon-Executive Director; Chairman of the Audit Committes

Non-Executive Diractor and member of the Personnel Polioy Committse

MNon-Executive Director and member of the Audit Committae

MNon-Executive Director and Chairman of the Personnel Folicy Commites

Non-Executive Director, member of the Audit Committae and Chairman of the Wooblworths Group

Specified Executives
Steve Bradlay™
Bernie Brookes™

Tom Flaod™

Marty Hamnett™
Michagal Luscombe™
Maum Onileul®

Tom Packett

Current position title
Chief Logistics and [nformation Gificer

Cirector of Carporate Marketing

Cirector of Business Development
Directar of Suparmarkets

Birector of Liquar and Petrol

Chiet Finangial Gificer

Title at 26 June 2005
Chief Lagistics and information Officer
Chief General Manager Projiect Refresh - Stage 3

Director of Genaeral Merchangdise

Diractar of Supermarkets

Chief General Manager - Freestanding Liguor and Petrol
Chiaf Financial Officer
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3.2 Conditional entitlernent to and shareheidings of the CEO and Specified Executives

3.21

The tahle balow summarises the movements during the year in holdings of option interests for the CEO, Specified Executives and thair
personally-ralated entities in the Company for the period. An option entitles the haider to one ordinary fully paid Woolwortng Ltd share.
There is no amount unpaid on options exercised.

Opticns Opstions Cptions
Holdting at Grartad as - Holding at
27 June 2004 ramuparation™ Options axerciaed™ Options Lapsad™ 26 June 2008 Opticns Vested st 26 June 2008
TJotal  ExercisaeblaUnexercisable
Mo, Mo, & Mo, & Mo, % Ne. Mo, e, Mo,

Executive Director/CEQ

R Corbett - - - - _ — _ _ _ _ _

Specified Executives'

5 Bradley 960,600 180000 201000 437600 3217372 - - BF2E0C 87530 - 87,500
B Brookas 970,600 60,000 Medce 750,000 4732500 - - 2BO.CCC - - -
T Flood™ 560,600 - - 3BD.000 2747505 310,000 414,800 - - - -
M Hamnett 630,600 180,000  284.0CC 300,000 1833000 - - dB0.GCC 50,000 12,506 37,500
M Luscombe 872,500 180,000 2816CcC B37RDD 3378375 - - 48B.CCC 28,000 - 25,000
M Onilaul 810,600 160000 184500 750,000 4732500 - - 1B0.GCC - - -
T Pockett 380,500 150000 291.60C - - - - BO0GCC - - -
Total 5232500 760,000 1474400 3125000 20701250 310000 414600 2557500 162,500 12500 150,000
Blotes

il

1 az al s qestire

ot chaler L0 optiom

v P e wislus o e i Binermial mathod.

The tahie balow summarises the movements during the year in holdings of shares in Woolworths Limited held by the Exscutive
Directar/CEQ, Specified Executivas and their personally-related entities.

Sharaholding a1 Shares recelved on Oher changes Shareholdirg at
27 June 2004 sarcise of oplions i shareholding 26 Juma 20045
Mo, Mo, Mo, Mo,
Executive Director
F Corbatt 3,341,165 - {3.048.000) 293,165
Specified bxecutives
5 Bradley 59,002 437,600 (434.635) 61,863
B Brookas 234,936 7h0,000 469,570) 515,366
T Flood™ 76,430 350,000 (349,220) 27,210
M Hamnett 5,000 300,000 {300,000) 5,000
M Luscombe 187,230 537,500 167.804) G56,526
M Gnileul 131,685 750,000 {381,6835) 500,000
T Pockett - - - _
Bos

il

[FEH
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Tha table balow sets out the grants of options and outstanding options for the Exacuative Director/CEC and Specified Executives in
Woolworths Limitad for the parod 27 June 2004 to 26 Juna 2005,

M. of options Exarcise price hasdmiem value Fair value
Srant date at 26 June 20067 Expity date per aption Exorcise date  of award 1o vest™ per opion™
g $
Executive Director/CEQ
E Cortett - - - - - - -
Specified Executives
5 Bradley 01/07:00 262,500 0107110 6.17 01/07/085 h46 656 2.43
/07102 160,060 31207 12.54 01707107 248,000 155
01/07/3 100,660 312108 12,60 01/07/08 115,500 116
G1/07/104 150,060 3112103 i1.54 01/G7/0% 291,00C 1.94
672,500 1,201,156
B Brookes /07102 160,060 31207 12.54 01707107 248,000 .
01/07/3 50,000 312108 12,60 01/07/08 68,300 116
/07104 50,000 31208 71.54 01707105 116,400 1.594
280,000 433,760
MW Harnnett 0140701 100,060 010711 10.8% 01707104 235,875 2.83
/07102 50,000 31207 12.54 01707107 93,000 155
01/07/3 150,060 312108 12,60 01/07/08 173,250 116
/07104 150,060 31208 71.54 01707105 291,000 1.594
450,000 797,125
M Luscombe 01/07:00 7h,0060 0107110 6.17 01/07/085 156,188 2.43
/07102 160,060 31207 12.54 01707107 248,000 155
01/07/3 100,660 312108 12,60 01/07/08 115,500 116
/07104 150,060 31208 71.54 01707105 291,000 1.594
485,000 816,688
M Onilked 01/07/03 50,000 3112108 12,60 01707108 68,300 6
/07104 100,660 31208 71.54 01707105 194,000 1.594
160,000 263,300
T Packett /0702 200,000 JIIM2IGT 12.54 01707107 310,000 155
G1/07/03 160,000 3112708 i2.60 01/07/08 173,250 116
/07104 150,060 31208 71.54 01707105 291,000 1.594
500,000 774,250

Motes

s ol 31 grael gl
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The following table summarises movermnents during the financial year ended 26 June 2005 for all cutstanding options under the Executive
Option Plan:

Fair vajue

Ner of Options - Options grantedOptions exercised  Options lapsed Mo, of Options of shares
Grant Date Eupriry date Exorcise price 27 June 2004 during year during year during year 28 June 2008 recehied ™
8 M, Mo, Mo Bo. Blo, $
1 Juf 1595 T Jul 2009 511 20,754,375 - {18.318,043) (k24 457) Oh1,875 238,598,142
1 Jul 2000 T dut 2010 6,17 2,586,250 - [328,125) {6,000) 2,252.125 4,280,190
1 Jub 2001 T Jul 2011 10.89 6,735,000 - (360,686) (270,332) 5,107,282 5,026,864
1 Jub 2002 31 Dec 2067 1284 5,162,000 - - (7786,000) £,386,000 -
1 Jub 2003 31 Dec 2008 1260 7,331,380

- - (762,000 5,568,350 -
1 Jul 2604 31 Dac 2003 11.54 - 7,752,750 - - 7,752,780 -

43,612,875 7,752,750 {20,006,854) {2,338,789) 29,020,082 248,305,156

BMote
o fhet

sareinad il reonzh.
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3.3 Relationship of variable remuneration to Woolworths’ financial perfermance
Woalwarths' executive remuneration is directly related to the performanae of the following resulis through the linking of short and ong
tarm ncentive targets to these measures.

The effectivenass of the STIFP in driving year-on-year growth and business improvemants is highlighted in the following tahie. Each of thase
elemants is currently linked 1o Woolworths STIF

I monatary tarms, since 2001:

B Yoar Performance Tahle 2001 2002 2003 2004 2008
Sades ($m} 20,8151 24,473.0 26,321.4 27,9335 31,3525
EBIT ($m) T06.6 832.7 8457 1,066.1 1,283.0
ROFE (%} 35.04 38.07 42 81 4532 3873
CODB {%} 2222 21.84 2155 2110 20.79
BMote

oy e

sl Ly i

- Sales have increased n excess of $10.4 hilon since 20071;
- EBIT has increased in excess of 80%,;

- ROFE has increased; angd

- CODE has decreassd.

Whilst EBIT has grown in excess of 50% over the period, STIP paid to exscutives as a percentage of EBIT has remainad less than 10%
aver the sama period.

The following shaws the performance of the Company {(as measured hy the Company's TSR) and the comparison of the Company’s TSR
to the median of the TSE for the ASX 100,

TSR performance over the past b financial years v ASX 100

FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005



A comparison of the improved financial pedfaormance and banefits for sharehoider wealth denved from Woolworihs' long term incentive
arrangemants and the number of options grantad to all executives are shown in the following table:

Yoar anded Juns 200 2002 003 2004 2008
EFS {cents per shara) 4016 50.24 58.0% 67.40 7574
Total dividends {cents par share) 270 330 38.0 450 51.0
Market capitalisation {$m) 11,235 13,7897 12,845 11,875 17,493
Mo, of options granted o

exacutives (million} 2 8.6 6.4 75 7.8
Mo, of executives grantad options 31 145 333 1,277 1,354

3.4 Rermmuneration tables

Set out in the following tables is the remuneration for the Speciied Directors and Specified Executives of Woolworths Limited during the

financial year ended 26 June 2006,

Pritmery Proat Emplovment Eryuiity Ferai
Shart Term Long Term MWears- Supar- Betirernent Aooried
Salary! Inearitbve froenthie monatary anncston  Allowanes %o of Total Other Totzl  Ratirernent
Foes Plan Plan™  Benafits™Contributionz Acerusl* Optiona”Remuneration  Benefts®Ramuneration  Allowance
3 % 3 $ 4 g 4 Y % $ $
Specified Directors

JF Astbury 186,574 - - 11,880 - - - 1,722 200,281 -
AE Clarke 120,000 - - 10,558 (41,345 - - 1,722 ©0,975 627777
RC Corbett 2,333,166 3,043,300 3,000,000 53,473 - - - - 1,722 8,441,661 -
RS Deane 130,000 - - 11,580 73,021 - - 1,722 218,328 361,666
DJ Grady 130,000 - - 11,580 76,666 - - 1,722 218,973 820,000
L CHuilber® 195 000 - - 11,580 75,632 - - 1,722 283,838 5358625
Jdi Strong 330,000% - - 1,585 166,365 - - 1,722 508,676 ©06,667
Total 3,425,140 3,043,300 3,000,000 63,473 88,523 350,243 - - 12,054 9,962,733 3,055,739

Specified Executives
5 Bradley 507,898 338874 - 72733 50,435 — 245,255 15.1% 1,722 1,305,957 -
B Brookes 549276 378,512 - 5,036 82,391 - 52,748 B8.2% 1,722 1,127,68h -
T Flood™ 377,446 - - 24 571 16,622 - - - 1,722 420,361 -
MW Harnnett 553,768 284,661 - 13,602 84,560 - 185,156 15.1% 1,722 1,117,443 -
M Luscombe 639,131 453,423 - 15,685 85,870 - 171,201 12 4% 1,722 1,378,936 -
MOl 553,849 442257 - #2176 84,583 - 56,313 4 8% 1,722 1,171,080 -
T Packett 510,145 433,655 - 30,441 81,622 - 165,554 12 4% 1,722 1,333,079 -
Total 3,806,613 2,329,422 - 154,148 545898 - 95043486 11.5% 12,054 7,852481 -

Fing (o, detasrmined Dy ey indepancen: sonan,



set out in the fallowing 1abie is the remuneration for the Specidied Directors and Specified Executives of Woolworths Limitad during the

finangial yvear ended 27 June 2004,

Primary Fost employrment Eequity
Sprar- Retirsment Teriad acorusd
Solary/Fees  Shert TermMon-monatary amnuation  Alowsance W of total Oiher Tatal  retiremant
bricertive Plan Boenafitacontribyutions Acerual™ OptionsHremuneration henefits“rermunarstion  allowance
2004 $ $ % $ % $ Yo $ $ $
Specified Directors
J F Astbury F2,14%% - - 4 663 - - - 862 T7671 -
M E Clarke 120,000% - - 10,800 138,975 - - 20688 271843 688,122
K C Corbett 1,792,682 2,258 561 53,485 - - - - 2,068 4147206 -
B 5 Deanse 130,000 - - 11,802 88,225 - - 2,068 2312595 2884646
D J Grady 130,000% - - 11,802 116,655 - - 20688 253765  B43,334
L M LHuillier 130,000 - - 11,802 103,565 - - 2,068 246635 454097
J A Strong 330,000 - - 1402 302782 - - 20688  B45,852 740,297
Total 2,704,833 2,298,961 53,485 59,476 744,246 - - 13,270 5,874,271 2,705,456
Specified Executives
S Bradley 527 536 385,600 17,024 79,130 - 204,583 16.5 2068 1,216,341 -
B Brookes F27.536 273669 13786 79,130 - 205638 18.7 2,068 1,101,817 -
T Flood 666,322 380521 24 576 99,849 - 47,800 35 2,068 1216843 -
M Hamnett h01.448 347100 7 556 78,217 - 184,710 16.5 2,068 1,118,052 -
M Luscombe 27536 308800 23,434 79,130 - 200,883 17.6 2,068 1,135,951 -
M Onilaul 43,000 383524 15,056 81,600 - 128,718 1.5 2,068 1,131,366 -
T Pockett h64.927 414 457 31,702 84,739 - 151,694 12.3 2,068 1,245,582 -
Total 3,855,312 2,472,056 133,134 578,295 - 1,120,526 13.7 14,476 8,173,799 -
sty [ 1 o] [0em big appcinimsesl el 27 uns 2004,

3.5 Executive Service Agreements
3.5.1 Chief Exscutive Officer

The CEG's Sarvice Agreement which wasg
effective 6 Septamber 2004 tarminates

on 30 Septamber 2006 and includes the
camponents of remuneration to be paid to
the CEO during the term of the Agresment.
Upon retiremant at the end of the term,

tha CEQ is entitled to receive a payment of
a retiremant benefd of 33 milkon in additon
to payment for STIF and LT1P as detailed

in Section 3.1.2, Variable "At Bisk”
Remuneration of the Bemuneration Heport,
as wall as statutory leave entitlernenis and
superannuation benefits, Should the CEO
resign at any tima prior to 30 September
2004, the CEOQ is required to provide three
months natice of tarmination and is entided
to receive paymeants as noted above,
hawever, the STIF and TP payments

will be calculatad on a pra rata hasis.
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The Agreement also provides for his
consultancy services 1o Woolworths from
his ratirement in September 2006 untl
September 2011 and a restraing that

will pravent him from providing services
10 maor competitors of Woolworths

in Austraiasia, for which Mr Corbett

will pa paid $600,000 par annum,

3.5.2 Executives

Singe 2002, LTIP participation has basn
offered subiect to executives entering nio
Service Agreements with the Company,
The Service Agreements inciude the
companenis of remuneration paid to
axacutives (as detailed in Section 3.2}

but da not prescriie how remuneration
levels are to e moddfiad from year to year,
They do not provide for & fixed term
although these Service Agresments

can pe terminated on specified notice,

For all of the Spacified Executives, the
Company is required to give three months
natice, however, the Company retaing the
right to terminate any Seqvice Agreement
immediately in & number of cireumstances
including fraud, dishanasty, breach of duty
of improper conduct, All of the specifiad
axecUutives are required to provide the
Company with eight weeks notice of
termination. 1n addition, for alf executives,
the Company may elect to invoke a
restraint period not excesding 12 months.

All executives are entitled to receive

their statutory leave entitlements and
superannuation benefits upan termination.
[ relation to incentive plans on termination,
whare an executive has resigned, STIP s
paid only  the execdtive s emplayed on the
last day of the financial year. In relation to
LTIE the treatment of vested and unvested
options, in all instances of separation,
remains subiect to the discretion of the
Board in accordance with the Plan rules.



4 Non-executive
Directors” remuneration

4.1 Non-executive Directors'
remuneration policy and structure
MNon-sxecutive Directors” fees are
determinad by tha Board within the
aggregate amount approved by
sharehalders, The current maximum
agaregate amount which may be paid in
Directors’ fees, as approved at the Annual
Genaral Meeting on 20 November, 2000 is
31,250,000 per annum. No Directors' fees
are paid to executive Directors.

At the date of this Fepart, the amount

of Directors’ base fees paid to each
non-executive Director appointed priar
tor January 2004, s $110,000 per annum.
Thea Chairman raceives a multiple of three
times this amount. Directars appointed
after December 2003 receive a basa fas
of $140,000 per annum which has been
increased n feu of an entitlement to a
Fetirement Allowance desoribed below,
which the Boasd has determined will

not apply to Board appointments after
December 2003,

In addition to the above base fess, the
non-executive Directors, othar than the
Chairman, receive a fee of $10,000 per
annum for service on a Board Committes
{exeept the Corporate Govemanoe
Committee), The Board Committes
Chairmen, including the Chairman of

tha Woolworths Graup Superannuation
Schame, receive $20,000 per annum
addition to their base fas,

An overseas Directors” Allowance

of $10,000 s alse provided to any
non-executive Director resiling outside
Augtralia, reprasenting the additional timsa
and cost involved in attending to Board
and Board Committas responsibilitios,

The structure and leve! of non-executive
Ciractors’ fees was datermined having
regard 1o independent research and advice
on the faes paid to non-executive Directors
of Australian lsted corporations. Directors
{with the excention of the Chairman}
receive a base fee for being a Diractor

of the Board, and additional fees for

either chairing or baing a mamber of a
Board Committes, No element of the
remunaration of any non-executive
Diractor is dependant an the satisfaction
of a performance condition.
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4.2 Non-executive Director Share Plan
The Non-Executive Directar Share Plan
{MEDSF) was estahished following approvai
by shareholders at the Company's Annua
General Meeting on 26 Navember 1593,
The NEDSP allows non-executive Directars
to forgo some of their futurs pre-tax
Directars’ fees to acquire shares in the
Company at prevailing market prices on

the Australian Stock Exchange. The rules

af the NEDSP are virtually identical to the
Wookvarths Executive Management Share
Plan as describad in Note 25, During the

52 waek perind ended 26 June 2005,

5177 shares {Z2004; 26 488 were purchased
untfar the NEDSP

4.3 Non-executive Directors’
retirernent benefits

Directors’ Betiremaent Deeds, which were
approved by sharsholders in Movembear
1958 entitle each non-executive Director
{appaintad prior to January 2004} to
receive an allowance on retirerment as

a Director (Allowance) aftar a minimum
period of service. Allowances for
non-aexecutive Directors appointed prior to
January 2004 have been retainad through
a transition pencd and the Allowance will
eventually be phased out as no Allowances
apply to non-executive Directars appointed
from 1 January 2004, The maximum
amount of the Allowance is equivalent o
feve times the average annual remuneration
of the non-executive Director (excluding
superannuation and cut-of-pocket
expenses; ovar the three years prior to
their retirament date.

The maximurm Allowanoe entitfermneant
accrues after 10 years' service as a
non-executive Director and is reduced,

pro rata, for periods of senvice less than

10 years, with no Allowanoe entilement for
periods of service of lass than three years,

The amount of the Allowance is additonal
10 compufsory contribations mada
pursuant to the Superannuation Suaraniee
legisiation. The total of $3,0585,738,
reprasenting the full amount of the acorual
for these Allowances, has been set aside
by way of an acorual at 26 June 2005,

4.4 Remuneration tables

for non-executive Directors

For the financial year end 26 Jung 2005
details of tha remunaration of the
nan-executive Diectors are set out

at Sactien 3.4 of this report.

4.5 Shareholdings of

non-executive Directors

The: talie below summarisas the
rnovements during the financial year in
holdings of shares in Woolwarths Limited
of the Specified Diractors:

4.6 Appointment Letters,

Deeds of Access, Insurance and
indemnity, Disclosure Deeds

The: Company and each of the
nan-executive Directors has entered into
an Appontmant Latter together with a
Deed of Access, Insurance and indemnity,
a Disclosure Dead (as raguired under
ASX Listing Rulas) and for non-executive
Uirectors appointad prior o January 2004,
a Directors' Betiremnent Deed. The
Appointment Lettar covers the key aspects
of the duties, rola and responsihidities of
nan-executive Diraectors.

MNan-exgcutive Directors are not appointed
ior a specitic taym and their appointment
ray De terminated by notice from the
Director or otherwise pursuant o sections
2038, 203C or 203D of the Carmporations
Aet 2007,

Movements in Shareholdings of Specified Directors

WOV

WY WO VWO

Mame of Shareholding at Shares issusd Shares maued Sharaholding at
Spectied Director 27 June 2004 ungder DRF urnider MEDSH 28 June 2005
J Asthury 7.835 - 551 8,386
A Clarks 35,665 683 2,43 38,766
F Deane 40,600 - - 40,000
D Grady 33,031 FiC - 33,80
L M L'Huillier 118,044 - - 118,044
J A Streng 65,575 - 2,217 68,137




Environmental regulation

Excent as set out below, the operations of
tha Group ara not subiact (o any particular
and significant environmeantal regulation
under a law of the Commonwealth of

Austratia or of any of iz States or Tarritories,

The Woolkwvorths Petrol operations are
subject to regulations and standards
governing the canstruction and operation
of the facilities relating to the storags
and dispensing of petroleum products,

The Group may alse from time to time

be subject to vancus State and Local
Governmant food licensing requirements
and environmental and town planning
regulations incidental to the development
of shopping centre sites,

A5 outlined in the Group Managing
Diractor's Report the Group has
implemantad a number of environmental
initiatives, The Group has not incured
any significant liabilites under any
environmantal lagisiation.

Directors’ and Officers’

indemnityfinsurance

{ii The Constitution of the Company
provides for an indemnity {to the
rmaximur extent permittad by law) in
favour of each Director of the Company
referred to on pages 32 and 33 of
this Report, the Company Secratary,
Directors and sacretanes of related
nodies corporate of the Campany,
and previous Directors and secretaries
ot the Company and is related bodies
corporate {Officers), against any liability
to third parties {athar than ralated
Woolworths Group comparnes) incurred
on or after 15 April 1834 by such
Officers unless the liability arizes out of
conduct involving a lack of good faith.
The indemnity includes casts or expenses
mncurrad by an Officer in successfully
defending proceedings of in connection
wih an application in which the court
grants reliatf 1o the specified persons
under the Corporations Act 20071;
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(i} Each Director has entered into a Desd
of [ndemnity and Access which pravides
far indemnity against lability ag a
Director, axcept to the extent of
indamnity under an insurance palicy
or where prohibited by statuta.

The Deed also entities the Girector

ta access Company documents and
racords, subject 1o undertakings as
to confidentiality; and

{5 During or since the end of the Bnancial
period, the Company has paid or agresd
10 pay a premium in respact of a
contract of insurance nsuring Officers
{and any persons who are Officers in tha
future) against certan Eabiliies incurred
in that capacity. Disclosure of the tata
amaount of the premiums and the nature
of the liatilitias in respect of such
insurancea is prohibited by the contract
of insurance,

Auditor's independence Declaration
The auditor's independence declaration is
included on page 43 of the annual report.

Norn-audit services

During the year, Deloitte Touche Tohrmatsuy,
the Company's auditors, have performed
cerain other services in addition to their
statutary duties, The Board is satisfied that
the provision of those non-audit senvices
during the year provided by the auditar is
compatible with, and did not compromise,
the auditor independance requirements of
the Corporations Aot 20071 or as set out

in Professional Statement F1, Profassional
Independence, as they did not involve
reviewing or auditing the auditar's own
work, acting in a management or decision
rmaiing capacity for tha Company, acting
as an advooate for the Company ar jaintly
sharing risks ar rewards.

Detaifs of amounts paid of payahie to the
auditor for non-audi services provided
during the vear by the auditor are cutinad
in Moie 4 to the Financial Statements.

Rounding of amounts

The Campany is of a kind refarrad to in
Australian Securties and Investments
Commission Class Order 98/0100 dated
10 July 1898 pursuant to section 341(1)
ot tha Corporations Act 2007 relating to
the "rounding off" of amounts in the
Financial Report and Directors’ Report.
n accordance with that Class Order,
amounts therein have been rounded off
10 the nearest tenth of a million dollars
axcept whara otherwise indicated.

This Beport is made out in ascerdance
with & Hesolution of the Directors of
the Company on 28 September 2065,
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Roger Corbett
Group Managing Director/CEO



Deloitte.

The Board of Directors
Waolwarths Limitad
5440 George Street
Syilnay NSW 2000

26 September 2005
Dear Board Members
Woolworths Limited

In accordance with section 307C of the Corporations JAct 2007, 1 am pleased to pravide
tha following Declaration of Independence to the Diractors of Woolworths Limited.

&3 laad audit partner far the audit of the financial statements of Woolworths Limitad for
the 52 weeks anded 26 Juna 2005, 1 declare that 1o the best of my knowladge and helief,
thara have heen no contravantions of;

{i}  the Auditor indapendence requirements of the Carparations Act 2007 in relation 1o
the audit; and

{ii} any applicabla code of profassional conduct in relation to the audit.

Yours sinceraly

Deloitte Touche Tohmatsu

G Couttas
Partner
Chartered Accountants

Liptridity lmitend Dy the Accounlasls Schame, approved uscer The Professionai Sendands Aot 1004 (NSWS
Rember of Defoitle Touchs Tohmialsu




CORPORATE
GOVERNANCE

Corporate Governance is at the core of the
Company's and Board's approach to the
enhancerment of shareholder value and
prataction of shareholders” funds.

Woalwarths is committad o ensuring Hs
policies and practices in the critical araas of
financial reporting, remuneration reporting
and corporata govemance meet the highest
levels of disclosure and compliance,

The Company has reviewed s current
Corporate Governance Folicies and
Practices against the Australian Stock
Exchangs (ASK] Corporate Governance
Council {CGC) Bast Practice
Ratommendations (Fecommendations) and
considers that, except ag explotly ndicatad,
thay maet the Recommendations for the
financial period ended 26 June 2006,

Ml information that the CGC recommentd
e made publicly available will be
accessibie on the Woolworths website —
wwaowoolworthslimited com.ag.

The following sets out the Company’s
position relating to each of ASX Principles
of Goad Comorate Governance.

1 Lay solid foundations for
management and oversight

Board responsibitities and objectives
The Board of Directors of the Campany
acknowdedges its accountability to
shareholders for the creation of
shareholder value and the safeguarding
of shareholders’ funds.

The rales and responsibilities of the Board
are formalised in the Board Chartar ag set
aut helow, which define the matters that
are raserved for the Board and its
Commitiees, and those that are the
responsiility of the CEO and management.

Board Charter

The Board is accountable to shareholders for
Woolworths performance and its
responsibiities include:

1 Strategy - Reviewing strategic direction
and approving corporate strategfc
inftiatives;

2 Board performance and composition —
Evauating the performance of the Board
and detenmining fts size and composition,

3 Leadership sefection - Evaluating the
perfarmance of and sefecting the Chief
Executive Officer f{CEQ) and the Chief
Financial Officar (CFO)
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4 Succession and remunseration planning —
Flanning for Board, CEO and executive
suCcession and remuneration and setting
non-executive Directar remuneration
Within shareholder aporoved mits;

b Financial performance — Reviewing
Woohvorths' budget, monitaring
managemeant and financial performance;

& Financial reporiing — Considering and
approving Wookvorths half vearly and
annual financial statements;

7 Risk management — Reviewing and
monitoring the effectivensss of risk
managemeant and compliance in the
organisation;

8 Relationship with the Australian Stook
Exchange and reguiators, and continuous
disciosure - Maintaining an appropriate
fevel of dialogue with the A5X and other
requiators and ensuring that the market
and sharefiolders are continuotisly
informed of material developments;

9 Social responsibiliny — Considering the
socal ethical and environmental impact
of Wioolworths” activities and operations
and setting standards and monitoring
compliance with the Company’s social
responsibility policies and practices and

180 At
a External - Selecting and

recormmending to shareholders the
appointment of the external auditor.
Determining the duration,
remuneration and terms of
appointment of the external auditor
and evaluating their performance and
ongoing independence. Maintaining &
direct and ongoing dialogue with the
axternal asuditor.

b Internal — Maintaining a constant and
close raview of risk managerment and
compliance witilising the internal audit
function reporting fo the Audit Risk
fidanagement and Compliance
Cormmittes.

Wilst at alf times the Board retains Tull

responsibility for guiding and monitoring the

Company, in discharging its responsibilities,

it makes use of Board Committess.

Speciaiist Cormmittess are able to foous

on a particuiar responsibiity and provide

fiformed feedback to the Board.

7o this end, the Board has established the
folfowing Committess:

- Audit Risk Management and Compliance
Committee

Corporate Governance Cormmiftes
Fersonnel Palicy Committes

The day-to-cay managerment and oosrations
of the Company are the responsibility of the
CEQ who reports to the Board, on key
management and operational issues including:

- Developing and impiamenting corporate
strategies and making recommendstions
to the Board on significant corporats
strategic inftiatives;

- Making recommendations for the
appointment of seniar management
dgtarmining ferms of appointmert,
avaluating performance, and developing
and maintaining succession plans for
SENIDr MANSGEment roigs;

- Developing Woohvorths annual budget
and managing day-to-day operations
within the buaget;

- Maintaining an effective risk
managemeant framework,

- Kegping the Board and market fully
informed about material continuous
disclosure and

- Managing day-to-day operations in
accordance with standards for social
athical and environmental practicss.

Details of each Diractors’ attendance at
Board and Commitiee mestings is detalled
in the Directors' Report on page 37.

2 Structure the Board
to add value

Compuosition of the Board/Committees
The: Board has adopted & polioy of
snsuring that it is composed of a majority
of independent non-executive Directors
who, with the executive Dirsctor, comprise
an appropriaie mix of siills 1o provide the
necessary breadth and depth of knowledge
and experience io maet the Board's
responsibilities and objectives. Details of
the skills, experience and expertise of each
Oirector are set out on page 32 and 33 of
this Report. With the exception of the CEO,
all of the Diractors are non-executive
Directors and each are considerad to be
ingdepandent.

A determination of non-executive Directors’
independence is based on the Board's
individual and ongoing assessment that
the Director is free of any material business
ar any other relationship that could be
reasonably considered 1o intarfere with the
axercize of their independant iudgement.

[ arder for a Director ta be considerad
indepandant the Board determines that

the Cirector doss not have a material
relationship with the Company, other than
solely ag a conseqguence of baing a Directorn



A “material relationship” includes a direct
of indirect intarast or ralationship that could
reasonably be considerad to influence in

a material way the Directors’ decisions in
relation 10 the Company. When considaring
whather a relationship is “materal”,

tha Board wilt consider the matarality to
each of thae Company, the Diractor and

tha person or organisation with which the
Ciractor is ralated {as customer, supplier

or advisart. Whilst the Board has not set
materiality thresholds, i will consider all
relationships on a case by casse hasis.

Ay Director who considers that hefshe has
or may have a conflict of interest ar a materal
parsonal interest In any matier concerning the
Carnpany s recuired to give the other
Directors immediate notics of such interest.

Tha Chairman is electad by angd from the
non-exacutive Directars each of whom

i appointed to the Comaorate Governancs
Committee. The non-exacutive Directors ara
also appointed to at least one of the Audi,
Risk Management and Compliance
Cormmittee, the Personne! Policy Committes
of 1o the Board of Trustees of the
Company's Superannuation Schema.

The &udit Risk Managemeant and Compliance
Commities and Personnel Policy Commitiee
have sach adopted comprehensive Charters
defining their roles and rasponsillities as
summarised in this Beport.

Information on the Company's Chairman
in gat out on page 32,

Information on the Company's CEQ is set
out on page 32,

Thare iz no specitied term of office far
non-axecutive Diractars and the period
since appointment of each non-axecutive
Diractor is set out on page 32 and 33.

The Board reviews, as considerad
appropriate, the terms of the non-executive
Ciractors' Appointmeant Letter 10 ensura
thay are consistent, with the ASX Principles
and Recommendations,

Corporate Governance Committes

Tha Corporate Governance Committas
{CGC) consists of the non-executive
Ciractors and s main responsibilities are
to review all mattars relating to corporate
governance inciuding the compogition,
criteria for mambership, appaintment,
retirament and pardformanca of the Board of
Ciractors, the Board Committaes and the
Chief Executive Officer of the Company,

Tha Committes also monitors the Company's
Cormorata Governance policies and practices
against relevant external banchmarks,

CGC Recommendation 2.4 calls for the
Board 1o establish a Nomination Committes,
The Board has astablished the Corporate
Governanoce Commitiee with, amongst othar
matters, respansibilitios commensurate with
a Nomination Committes. In this raspect,
the Corporate Governance Cammittasg is
responsible for the:

— Asszessmant of the necassary and
desirabie competencies of Board
rmembers;

- Review of tha Board's succession plans;

- EBualuation of the Board's performance;
aned

- Recommaendations far the appointment
and removal of Directors,

Directors' independent advice

The Directors, the Board and the Board
Comrmittess are empowerad to seek axternal
professional advice, as considerad necessany,
at the Campany's expanse, subkect to priar
consultation with the Chairman. if
aporopriate, any achvice so received will be
rmade available to all Directors.

3 Promote ethical and
responsible decision making

Directors’ policy statements

The Directors have approved and adoptad
a Diractors Manual comprising Policy
Statemants setting out their legal and
fidumary duties relating to:

- Bxercize of due care and diligence;

- Ensuring continuous disclosure of
raterial maters;

- Daaling with conflicts of nterest and
tluties;

- Access to Company documents,
information, insurance, indemnities
and intdependent advice;

- Confidentiality;

- Daaling in securities of tha Company
and insider trading; and

- Fair, opan, ethical and honast standards
of canduct and dealing.

Policy on Trading in Company Securities
The Company has a policy which reguires
Directors, executives and Seniof managers
who trade, of propose to trade, in the
sacurities of the Company, 10 act in
accordance with strict guidslines which
prahitit trading in the Company's securities
other than during fixed periods of 42 days
immetliately following the releass of the
half year and full year resulis to the ASX
and following the Company’s AGM.

Matwithstanding this policy, there s na
period during which an ndividual is exempt
from compliance with the requiraments of
the Corporations Act in regard o insider
frading prohibitions.

4 Safeguard integrity
in financial reporting

Financial report accountability
Woolworths' Chief Executive Gificer (CED)
and Chief Financial Officer (CFO) ara
required to state to the Board, in writing,
that the Company’s Financial Siatemenis
and Reports present 2 true and fair view,
in all materal respects, of the Company's
financial condiion and operational resulis
and are macoordance with relevant
Accounting Standards,

Mg part of the process of approving the
Financial Statements, the CEQ and CFO
pravide statements in writing to the Board
oh the effactivenass of the Campany's
risk management and internal compliance
control systams,

Audit, Risk Management and
Compiiance Commiittee

The: Audit, Risle Management and
Compliance Committes of Directars is
comprised of non-executive Diractors who,
at tha data of this Beport, are:

Messrs LM U'Huillier {Chairman),

i Strong, 3F Asthury and Or BS Deane.
The: Committes provides advice and
assistance to the Bosrd in fuffilfing the
Board's responsibilties relating ta the
Group’s risk management and compliance
systems and practice, Fnancial Statements,
fnancial and market reporting processes,
intarnal accounting and control systems,
internal and extarnal audit and such othar
matiers as tha Board may request from
{ime to tima.



The Committes also pravides advice and
assistance 1o the Board on the complance
framework and its effectiveness including
legal and regulatory compliance, health
and safety, privacy, environment, trade
practices and fair trading, trade weights
and measures, and employment
obligations. Woolworths has spacific
policies and processes for addressing
thase and other compliance araas and the
Commities receives and reviews regular
managemant reports.

The Committes processes are designed to

establizh a proactive framaworlc and dialogue

in which the Cammitiee, management and
extarnal and internal Auditors review and
assess the risk framewark, the quality of
sarnings, liguidity and strength of the
Statements of Financial Pedormance and
Financial Position and transparency and
accuracy of reporting. The Committee
recommends any actions it deems

appropriate to the Board for its consideration.

Composition

- Membership: The Audit, Risk
Management and Compliance
Cammittes camprses at least thres
mngdependent non-axecutive mambers
of tha Board, appointed by the Board,

- Qualifications: All members have
appropriaie busnass and financial
sxpertise to act effectively as members
of thae Commitiee, as detarmined by
the Board,

— Chair; The Chair of the Commitiee is an

mngdependent non-axecutive Director who

5 not the Chairman of the Board.

- Sevretary: The Secretary of the Audit
Cammites s appainied hy the Board
and has responsibifity for ciroulating
minuies and matters arising from
aach meating 1o all members of the
Commities and the Board.

Access and reporting

- Diract Access: The Audit, Risk
Management and Compliance
Cammittes maintaing direct, unfatterad
acoess to axtarnal Auditors, intermal
Muditors and managsment. The

Committea maets regularhy with external

and internal Auditors and the Board and
Caommittes maet with the axtarnal and
intaernal Auditors, at least twice a year,
without management prasent.

The Committes has full acoess o

the Group's recards and personnal.
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The Committese Chairman cammits
additional tme and maets with tha CEO,
the: CFO, senior managemant and
axtemal and intarnal Audiors Detween
mestings to discuss and raview mattars
relating to Committes functions as
appropriate.

Reports: The key issues and reports
discussed at each Commitiee mesting
ara repartad to the Board by the
Chairman of the Committes at the
immediately following Board masting.
The Cormnmittae's Chartar includes
providing periodical reports to the Board
on the maost significant risks facing the
Group and the mitigation strategies angd
practices adoptad by managemeant.

Responsibilities

The Committes reviews and approves,
annually, the averall audi stratagy of the
Group which uses a risk framework to
icdentify, assess and assign accountability
for risk and audit procedures. This ensures
that the activities of external and internal
audit are focused and coordinated and that
there is no duplication of effart.

Risk Management: The Cammittes
assists the Board in oversesing and
raviewng the risk managemeant
framaworks and the effectiveness

of risk management in the Group.
Managament is responsible for
wantifying, managing and reporting on
and effecting measures to addrass risk.
Risk Event "Consideration™: The
Committes oversees the appropriate
nvestigation and management feporting
of significant risic events and incidents.
Accounting Standards and Quality: The
Committas aversees the adequacy and
afiectivenass of the Group's accounting
and financial policies and contrals and
risk managament systams and seeks
assurance of campliance with relevant
regulatory and statgtory requirements.
Financial Reports: The Committas
oversees the Group's Enancial reporting
processes and reporis on the rasgits of
As activities to the Board. Specifically,
the Committas reviews with
rmanagarment and the exiernal auditor,
the Groun's annual and intenm Finangial
Stataments and Reports to shareholders,
Internal Controls: The Commitiss
sxamines the adequacy of the nature,
axtent and effectiveness of the intemal
audlit control processes of the Graup,

Compliance: The Committes assists

the Board in fulfilling its compliance
responsibilites and oversess and
raviews the Group complance
framaworlk and its effectivenass.

The Commities also assists
managemaent to foster and support

a compliance culture,

Special Baviews: The Committes
undertakes other special activities as
raguested by the Board.

Independent Advice: The Committas hag
the authority and resaurces to engage
independent legal, accounting and other
advine to assist it to carry out its duties,
Cormplaint Handbng Praceduras:

Tha Commities has established
procedures 1o review complaints
raceived by the Company conceming
accounting and other mattars which

fall within the scope of ds Chartar,
including any confidential and
anonymous submissions by emplovaes.

External audit appointmaent
and supervision

Appaintment The Committes nominates
the external Auditor to the Board and
this appointment 8 reviewed every three
vears, Extarnal audi perfformance is
raviewad annually.

Fartner Rotation: The Company reguires
the position of the fead chent service
audit partner 1o rotate every five years.
Independence: The Company will not
invite 10 be appointad as Oirectors any
ex-audit partners, and any who may

be proposad for appointment in a
managemaent position will be subject

to Board consent.

Consulting: The Commites reviews all
non-audit-related “consulting” tenders
and submissions fram the accounting
firms. However, the Commitiee has not
set any nominal "cap” on the level of
non-audit services to be pardformed by
the external Auditors, as they consider
that this may rastrict the ahility for the
Company to access the best advisers for
the particular task. The Commitiee has
procadures to review proposad senices
by the providers af the external audit
which are unrelated to audit assurance
activitias,

Audit Plang: Each year, the Committee
raviews and approves the overall

scope and plans for the external audit
activities, including staffing and fees,
Audit Beparts: The Commitiee raviews
all audit reports provided by the
external Auditor,



Internal audit appointment

and supervision

— Appointmant: The Commities i< involved
in the performance, agsessmant and
appointmant of termination of the senior
Internad Auditor,

— Audit Plans: The Committee reviews the
overall scope, annual plans and budget
for intarmal audi actvities and oversees
the alignment of risk management
programs and internal audit activities.

— Reports: The Committes reviews all
kewy intarnal audit repors.

— Agcess: The Cammittas has ragular
diract access to the senior internal
Auditor, who reports disectly 1o the
Group Managing Director/CEQ.

5 Make timely and
balanced disclosures

Tha Company has detslad policies and
procedures designaed to ensure compliance
with ASX Listing Rules continuous
digclosure requirements and accountability
at senior management lavel for that
complance. A summary of these policies
and praceduras iz availabie on the
Company's website,

6 Respect the rights
of shareholders

Tha Company s committed 1o keeping
sharehalders fully informed of significant
developmeants and activities of tha
Company. Thig commitmant is deliverad
through the Company's wabsita
{wnwnnwoolworthslimited. . corm.aa) which
includes financid and shareholder
information that is updatad regularly to
ensure transparency and a high level

of communication of the Company's
operations and financial situation,

to the axient that this information s

not commercialy sensitive.

Infaormation available to shareholders
ncludes, but is not limitad to, the
Company's annual reports, hali-yearly
reparts, quarterly sales results, share price
updates, dividend history and all other
ASKX annauncements by the Company.

Tha Board requests the external Auditor {0
atiend each Annual Ganeral Maeting of the
Company and to be available to answer
sharehalder questions abougt the conduct
of the audit, preparation and content of the
Auditor's report, the accaunting policies
adoptad by management and Auditor
ndepandance.
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7 Recognise and manage risk

Risk Management

Woalworths has a sound system of

risk rmanagement and intemal contral,

It has a risk management pokicy

framewark and governance structure
designed to ensura that the risks of
conducting business are properly managed.

Management i responsible to the Board
for identifying, managing, reportng upon
and implementing measures to addrass risk.

The Board oversses and reviews the
effectiveness of risk managament in the
organisation and is assisted and advised
in this role by s Corporate Governance
Commities, Audit Risk Management and
Compliance Committes and Personnel
Folicy Cammittes, Further, internal audit
pravides regufar compliance assurance
reports to the Board and s Committoos,

Certification

In complying with CGC Becommandation
7.2, the CEGC and CFO stata to the Board
in writing that the integrity of Financial
Statemants is founded on a sound system
of risk managemant and internal
complance and control which implements
the policies adopted by the Board and
that the Company’s risk management and
intarnal complianca and control system is
operating efficiently and effectively in all
material respects. In addition, in the current
period, certfication by the CEQ and CFO
stating whether:

- the financial records of the entity for
the financial year have baen properly
maintainad in accardance with section
286 of the Carposations Act;

- the Fnancial Statements, angd the Notes
10 the Financial Statements, for the
financial year, comply with the relevant
acoounting standards; and

- the Financial Statements and tha Motas
for the financial year give a true and fair
Vign

is regurad in accordance with the
Corporations Act and has heen recaived
by the Diractors.

The Board's rale in cerification includes:

- Datermining the scops of risk
rmanagement and internal control ta be
coverad by the CEQ/CFO certification:

- Confirming the banchmark critera —
the Company uses the critaria containad
in the Committes of Spensoring
Organisations of the Treadway
Cammission (CO50) framework upon
which an assassment of the effectiveness
of internal controls will be based; and

- Satisfying #self that the process
underlying certification is appropriate
and that the CEG and CFO are justified
i providing their certification.

8 Encourage enhanced
performance

The: Chairman is responsible for monitoring
the contribution of individual Directors

and counseling them on any areag which
right help improve Board performance.
This has worked well in the past but the
Board will engage extarnal assistance in
reviewing this process. The perdarmance
avaluation of key executives is undertaken
by the CEG in coniunction with the
Personnel Policy Committas,

9 Remunerate fairly
and responsibly

Personnel Poticy Committee

CGC Recommendation 9.2 proposes that
the Board establishes a Remuneration
Committes. The Baard has established

a Personnel Policy Committee which,
amongst other matters, has responsibilities
commansurate with a Bamunearation
Commities.

The Remuneration Cammittes’s
recommanded responsibilitias nclude a
review of and recommandations to the
Board on:

- Executive remuneration and incentive
policies;

- The remunaration packagas of senior
ranagement;

- The Company's recruitment, ratention
and tarmination policies and proceduras
far senior managament evaluation and
assessmant

- Incentive schemes;

- Superannuation arrangements; and

- The remunaration framewaork for
Directors,



The Persannel Pokoy Committae has
responsbilities n relation 10 each of
thase matters,

The Personnel Policy Committes's role

is to ensura that the Company has
appropriate human resources strategies n
place; that the remuneration pokicies and
practices of the Company are consistent
with its strategic and financial goals and
human rescurce obisctives: and that
processes are in place for succession
planning and managament development.

In carrying out this role the Committes
oparatas independently of senior
management of the Company in is
recommendations 1o the Board in relgtion o:

1 FHeviewing the Camparny’s averall
remunaration ohiectives, policies and
stratagies;

2 Beviewing, on an annual basis, the
Senior Management Salary and
Remuneration Program and Senior
Exacutive/Chiaf Executive Cificer
remunaration structure angd lavels.
This review includes the STIP for
performance relataed incentive honuszes
and the LTIP allocations;

3 Reviewing performance evaluation
proceduras for the Chief Executive
Officer and Senior Executives;

4 Monitoring the Chief Executive Officer
and Senior Executive Performance
Appraisal and Succession Planning
Programs and ensuring the Executive
Develapmeant Programs are appropriate
t0 the Company's needs;

5 Determining and monitoring the
affactiveness of the major elements of
the remuneration packages and other
terms and conditions of appointment
and continuing employment of Senior
Exacutives of the Company; and

6 Reviewing, on independent advice,
non-executive Directors’ remunaration,
pwithin the maximum amount approved
oy shareholders and their retirement
panefits in accordance with &
shareholder appraved scheme, the
Canstitution of the Campany and the
Carmporations Act 2001,
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The Personnel Policy Committes of
Ciractors comprises non-executive
Ciractors, who at the data of the Repart
are: Ms OJ Grady (Chair), Prof AE Clarke
and Mr JA Strong. Their attendance at
meetings of the Commities is sat out
on page 46 of the Directors” Report.

Remuneration Report

In accordance with the Corporations Act
2007 (section 300A) disclosures in relation
10 Directar and Executive remuneration are
included in a separate companeant af the
Directors” Raport, entitled Bemuneration
Feport. The Remuneration Heport 2 set
out from page 38 to 47, Full details of

the Company's remunaration philosophy,
structurs — including fixed and varabla
remuneratcon — and quantum are detailed
in the Rermunaration Report.

Employee Share Plans

The Company has established various Plans
which have provided for the allocation of
shares to over 45,000 of its permanent
smpioyees. Details of thase Plans are set
out in Nota 25 to the Financial Statements -
“Employes Benefiig”.

The Fiang are aimed at aligning
Woolworths' employes intarasts with
those of Woolworths' other sharsholders.

10 Recognise the legitimate
interests of stakeholders

Corporate Conduct

[n addition to the Directors' Palioy
Statements set out on page 51 of this
Fepart, the Board has adopted a Corporate
Governance Manual which provides for the
Board's endarsament of the Company's
corporats governance policies applicable to
all levels of Managemant i the following
key arcas:

1 Code of Conduct/Ethics;
Trade Practices/Fair Trading Practices;
Tendering and Supply Arrangements;

Giifts and Gratsities/Palitical Donations,;

[ S 5 T A ]

Oeoupational Health and
Satety/Dizcrimination;

6 Equal Employment Qpoortunity;

7 Continuous Disclosure;

8 Compliance;

9 Trading in the Company's Securities; and

10 Conilicts of Interest/Tuties,

The polcias which have baen incorporatad
in the Company's Cade of Conduct
generaily apply 1o all employvess and set
out the standards within which they are
expectad 10 act. The policies are almed at
the maintanance of standards of honesty,
integrity and fair dealing by all employess
in their deaslings with customars, suppliers,
the community, competitors and each athar
in the performance of their duties and
responsihilities.
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Deloitte.

Scope
The financial report, remuneration disclosures and ditectors’ responsibility
The tingncigl report comprises the siatemeant of fingncial position, statement of linancial pedormance,
siatemant of cash Hows, accompanying notes 10 the nancial statements, and the directors” deciaration
foor both Woalwarihs Lirniled (the company) and the consclicatad entidy, Tor the financial year endec
26 June 2005 as selout on pages 81 io 110, The consolidated entity comiprises the company and the
enlities 1 contrelled at the yvear's end or Trom: Ume 1o time during the inancial year.
The consolidated entity bas disclosed infarmaiion ahowt the remuneraiion of directars and execuiives
Mremunerston disclosuses”), as required by Accounting Standarg AASE 1048 “Director and Execitive
Digclosures by Disclosing zntities” {"AASE 1048} in the "Remuneraiion Report” which forms part of the
diracions’ report, as parmitted by the Corporations Beguiations 200% pehod. The requirements of
AASE 1046 gre set oul ing
» Section 3 "Executive Remuneration inciuding Executive DireCtors” excer Tor Sub-Section 3.2
“"Conditicnal Entitizment to and Sharehoidings of the CEQ and Speciisd Executives”;, and
Section 4 "Non-executive Directors’ Remuneraiion” axcept for Sub-Sections 4.5 “Shareholdings of
MNor-execuiive Direcios”™ and 2.6 "Appointment Letters, Deeds of Access, insurance and Indemnity,
Disctosure Deeds”.
The directors of the company are respangbis for the preparation and true and fair presentaton of the
finarcial report in accordance with the Corporations Act 2007 Thes inCludes reaponsibility 1os the
mainterance of adeuaie aocounting records and interral contreds that are designed 10 pravent and
detect fraud and error, and 1o ihe accounting polices and acoounting egtimates inhesent in the fingncisl
report, The directors are responsisle for the remuneraiion disclosures contgined in te dirscions’ report.
Aurlit approach
We have conducied an independent sudit of the Tnancial reportin order (o expreass an aginion on it 0
the members of the company, Cur audil fag Heen conducted in accardancs with Austradian Audiding
Standards o orovids = free of material misgtaterneant,
Tre nature ol an audid
lesiing, the inherent dmdations of intemal cantrols, and ihe avalability of persuagsive rather than
conclusive evidence. Therefore, an audil cannat guarantze that 2l materal migstaiements have besn
detectad,
We performed procadares 1o Tarm an opinicn whgthies, in al rmaterial respects, the financial rapost is
presented izily in soeordance with the Comorations Act 2001 and Accourting Standards and oiter
rmancaiony professional reposting requirements in Australia s0 8% 10 prasent 8 view which s consistent with
our understancing of the company’s and the consolidated entiy's financial position, and parformance as
reprasenied by the results of their operations and their cash Tlows.
Our procecdures included examination, on a test basig, of evidence susporting the amounts and othey
disclozures in the financial repost, and the evaluation of acoountng policies and significant accouniing
egtimates made by the direstors,
While we considered the effectiveness of management’s internai contrais aver financial reporiing when
determiining 1he nature and extent of our procedures, our udd was not designed 10 provide assurance
on internal condrals.

Tre audit opinicn exprassad ir this report bas been Tormead on the above basis,




Audit opinion
by our ooinion,
111 the Tinancial sepord of Woobhaarths Limited g in accordance withy
(&) the Corporations Act 200%, including:
i) aiving a trug and fair view of the company's and consclidated entity's inancigl pesition as &l
26 June 2005 and of their gerdormancs for the yesr enced on that date;, and
i complying with Accouniing Standards in Acsirslia and the Corporations Recgulations 2061, and
ih] other mandastory professional reparing requirernants in Australiz,
12] the remunesation disciosures that are cantained in:
fa) Section 3 "Executive Remunerstion including Execuiive Direclors”™ excent for Sub-Section 3.2
“"Conditonal Entitlement o and Sharehaldings of the CZ0 and Specitied Executives™, arnd
ihi Section 4 "Non-execulive Directors” Remunaration” except {or Sub-Sections £.5 " Sharshoidings
of Mon-exscutive Directars” and 4.6 “Appointment Letters, Deeds of Access, Insurance and
Inclermnity, Disciosure Deeds”
of the "Remunaration Repart” which forms part of the direciors’ report comply with Aceounting Standard
ALSR 1046 arg the Corporations Regulations 2001,

T e it et B e

DELOITTE TOUCHE TOHMATSL G Couttas
Partner, Chartered Accountants
Sydney, 26 September 2005
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