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Managing Director and  
Chief Executive Officer’s report

In delivering the third year of our transformation strategy, we have  
continued to focus on our vision to be the most trusted retailer in Australia  

and grow long-term shareholder value.

Coles is now one of Australia’s most trusted brands (as measured 
by Roy Morgan) and over the last 3 years we have achieved upper 
quartile TSR compared to the ASX 100.

Back in 2019 we said we wanted to maintain or grow our market 
share – profitably. That remains the case. COVID restrictions and 
flood related availability issues have driven “local shopping” 
trends. We expect that these will unwind as availability improves 
and value becomes more important to Australian consumers.

Coles will also benefit from an increasing net new store opening 
profile as well as the expected reduced processing times for circa 
900,000 people waiting for visas into Australia, and the skilled 
migration program set to increase. 

We have set out five differentiators and we continue to make 
progress. A good strategy around differentiation needs to be 
executed at pace to be successful. Pace can only be achieved 
through a strong culture of engaged team members which is why 
engagement and safety are important parts of our scorecards.

Our eCommerce revenues across the Group rose by 42% in FY22 to 
approximately $3 billion with Supermarkets eCommerce sales 
increasing by 41% and Liquor eCommerce sales increasing by 
49%, as we continue to invest in digital capability and operational 
capacity.

With regards to customer loyalty and data, our Flybuys 50/50 joint 
venture with the Wesfarmers Retail Group now has access to 20% 
of all retail expenditure in Australia following the inclusion of 
Bunnings and Officeworks. 

Our Smarter Selling program is on track to deliver $1 billion of 
benefits under our four-year program, by the end of FY23 to 
mitigate inflationary pressures and enable us to invest in our 
digital and automation future. Plans for Smarter Selling 2 are now 
being developed. 

Since our demerger back in 2018 we have increased capital 
investment in Coles Group. The good news is that the majority of 
the benefits of this investment are still to come. Within two years 
we will have four of the most advanced distribution facilities in 
Australia, thanks to our partnerships with Witron and Ocado, 
suppliers of the best and some of the largest automated food 
distribution centres and online customer fulfilment centres in the 
world respectively.

These facilities will bring about a step-change in our supply chain 
efficiency and customer offer. 

As we move forward we endeavour to make long-term decisions 
that are in the best interests of all our stakeholders including 
shareholders, customers, team members, suppliers, and our 
community partners.

From response to recovery in FY22

Our team members, customers, suppliers and our communities 
faced a number of significant challenges and disruptions this year.

The first half was marked by extended lockdowns in New South 
Wales, the Australian Capital Territory and Victoria, which lifted 
supermarket sales despite some customers shopping at local 
retailers due to movement restrictions.

Sales growth remained elevated through Christmas as restrictions 
eased and shoppers returned to shopping centres, however with 
the rise of Omicron case numbers in the second half, large 
numbers of workers including Coles team members and suppliers 
were required to isolate, impacting product availability across the 
store, particularly in meat.

The second half saw widespread flooding in South Australia, New 
South Wales and Queensland which not only disrupted logistics 
but also forced us to temporarily close around 30 Supermarkets, 
66 Liquor stores and 30 Express sites. The floods in South Australia 
then caused record closures of road and rail from the East Coast 
to Western Australia with Coles deploying marine shipping from 
Sydney and Melbourne to Perth for the first time. Supply chain 
issues were then exacerbated by the conflict in Ukraine impacting 
global commodity markets and energy prices. 

Weather events also impacted our farmers, with wet conditions 
disrupting normal planting schedules and reducing yields, 
decreasing availability of key fresh produce lines and raising 
wholesale costs which in turn drove inflation for some products.

For Liquor, the closure of on-premise venues in New South Wales, 
the Australian Capital Territory and Victoria led to increased sales 
in the first half, however this trend eased over the year as 
customers were again able to visit on-premise venues. Lockdowns 
during the first half led to reduced fuel volumes at Express, which 
recovered modestly in the second half as flooding coincided with 
higher global fuel prices.

I would like to acknowledge and thank our more than 120,000 
team members, our 8,000 plus suppliers and our community 
partners for their continued efforts to overcome the challenges 
the year presented.

As we approached year end we saw continuous improvement in 
our availability which will serve us well in the year ahead. 

Progress against our three strategic pillars in FY22 was as follows.

Inspire customers

Our plan to inspire customers this year included our ‘Value the 
Australian Way’ campaigns, the KitchenAid Ovenware and 
MasterChef Knives continuity programs, and the launch of more 
than 1,300 new Coles Own Brand products to bring our Exclusive 
to Coles range to almost 6,000 SKUs.

As customers increasingly look for solutions that allow them to 
shop anytime, anywhere, anyhow, we launched our new Coles 
shoppable App to provide a more unified shopping experience, 
expanded Click & Collect Rapid by 50 stores to more than 450, and 
added same-day delivery to over 200, so that more than 520 had 
this capacity by the end of the year.

We continued to differentiate our Liquor offer through innovation, 
with customers responding positively to our local ranging and 
strong growth in our Exclusive Liquor Brands, underpinned by 
more than 420 awards received during the year including ELB 
brand Smithy’s winning the Australian Lager of the Year at the 
Melbourne International Beer Competition. As more of our 
customers opted to shop online, the Liquor delivery On Demand 
service was expanded to more than 400 stores.

Coles Group CEO Steven Cain with Get Skilled Access founder and Australian of the Year Dylan Alcott AO, Get Skilled Access consultant Stephanie Agnew, then Federal 
Minister for Families and Social Services Senator Anne Ruston and former local MP Dr Katie Allen in March 2022 at the launch of the RecruitAble pilot program which 
aims to support employers to create more job opportunities and inclusive workplaces for Australians who are living with disability.
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Smarter selling

Increased COVID-19-related costs of approximately $240 million 
(up from $130 million in FY21) were offset by approximately  
$230 million in savings from our Smarter Selling program, which is 
on track to deliver our target of $1 billion in cumulative benefits by 
FY23.

During the year we expanded dynamic markdowns from meat to 
the fresh produce and dairy categories, rolled out loss prevention 
initiatives with more than 80% of stores now protected with entry 
gates and glass balustrading, and aligned our meat operating 
models nationally to deliver high quality retail ready meat for 
customers.

To provide our customers with more choice in how they shop in 
store while improving team member productivity, we have 
continued to transform our service offering with more trolley 
assisted check outs and customer bagging benches. We 
streamlined our distribution centre operations by introducing 
automated paperless entry and exit processes for 45,000 supplier 
vehicles, and reduced our energy use through the installation of 
demand-based heating, ventilation and air-conditioning as well 
as energy efficient LED lights across the Coles Express network.

We continued to tailor store formats to better suit the needs of 
customers, renewing 50 Supermarkets including 12 Format A, 22 
Format C, and six Coles Local stores. In Liquor, 191 Liquorland 
stores were renewed in our new Black and White format, while 
eight First Choice Liquor Market and nine Vintage Cellar Evolution 
stores were also renewed.

Win together

Less than a year after announcing our detailed Sustainability 
Strategy, during the first half Coles was ranked the number two 
food retailer globally for sustainable business practices in the 
World Benchmarking Alliance’s 2021 Food and Agriculture 
Benchmark.

It was a welcome recognition of the rapid progress we have made 
towards our ambition to be Australia’s most sustainable 
supermarket, which this year includes securing sufficient 
renewable energy contracts to meet our goal of 100% renewable 
electricity by end of FY25, as well as a $10 million commitment 
over 10 years to our ‘Blue Carbon Partnership’ with the Great 
Barrier Reef Foundation to support programs to capture and store 
atmospheric carbon in marine ecosystems.

We have continued to record improvements in team member 
safety and engagement, with a 14.7% reduction in our total 
recordable injury frequency rate compared to FY21 and a three 
percentage point gain in overall engagement in our mysay team 
member survey.

Supporting and celebrating the diversity of our team members is 
core to who we are as a business, and so it was very pleasing to be 
recognised as a Gold tiered employer for the second year in a row 
at the 2022 Australian LGBTQ Inclusion Awards, based off the 
Australian Workplace Equality Index, as well as by the Australian 
Network on Disability as a top employer for people with disability 
at the 2022 Disability Confidence Awards. Our graduate program 
was again awarded the best in Australian retail and FMCG. 

Importantly in a year in which our suppliers were also facing 
supply chain challenges and higher input costs, we recorded our 
highest-ever Net Favourable score in our Advantage Supplier 
Survey. Coles’ focus on innovating with our suppliers saw us 
launch the Coles Finest Certified Carbon Neutral Beef range, while 
Liquor launched a range of wines in bottles made from 100% 
Australian recycled PET plastic (excluding the cap), reducing 
carbon emissions and saving energy in production and recycling.

With the communities we serve needing more support than ever, 
Coles was ranked number one for community contribution by an 
Australian company in the GivingLarge corporate philanthropy 
report, measured as a percentage of pre-tax profit over a three-
year period. 

Our financial position

Despite challenges including significant COVID-19 costs, the impact 
of flooding, transformation project costs, and lower Express 
earnings, Coles again demonstrated its ability to generate 
sustainable returns, with stable EBITDA and EBIT of $3,440 million 
and $1,869 million respectively and NPAT up 4.3% to $1,048 million.

During the first half we established a $1.3 billion, four-year 
Sustainability Linked Loan, replacing existing debt commitments 
and drawing a direct line between our sustainability performance 
and cost of capital as we work to fulfil our ambition to be Australia’s 
most sustainable supermarket.

We remain committed to maintaining solid investment grade 
credit ratings with S&P and Moody’s, which provides us with the 
flexibility to invest for growth.

Looking ahead

In September, we announced the sale of our fuel and convenience 
business to Viva Energy so that we can focus on our omnichannel 
food and drink, and sustainability ambitions. Coles customers will 
continue to benefit from fuel discount vouchers and Flybuys 
points. I would like to thank the Coles Express team for their 
significant contribution to Coles Group over the last 19 years 
culminating in us receiving the Canstar industry award this year. 
The transaction is due to complete in the second half of the 
current financial year subject to regulatory approval.

In an environment of continued cost of living pressures, Coles 
remains committed to delivering trusted value. By continuing to 
drive efficiencies through our Smarter Selling program, we can 
ensure that we are able to maintain a great value offer for 
customers while growing long term shareholder value.

I would like to thank our customers for choosing Coles and for the 
patience they have shown while we navigated the availability 
challenges of the past year, our team members for their dedication 
and support of each other and our communities, our Board for 
their informed and considered guidance and our leadership team 
for their tireless enthusiasm for sustainably helping all Australians 
to lead healthier, happier lives.

Steven Cain
Managing Director and Chief Executive Officer 
Coles Group Limited

Top: Coles Own Brand General Manager Charlotte Rhodes (left), Coles Dairy, Freezer and Convenience General Manager Brad Gorman (right) and Phil Horan from 
Sawmill Circuit in NSW with the Alley Vac which was purchased with a grant from the Coles Nurture Fund. The Alley Vac will collect effluent from dairy farms in the 
Nowra region and transport it to a biogas plant to be converted into electricity. 
Bottom: For the third year running Coles has been recognised as GradConnection’s Most Popular Retail and Fast-Moving Consumer Goods Employer. Pictured above 
are Jhoana and Jack who completed Coles’ graduate program and now have permanent roles at Coles.
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