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Operating and Financial Review

The Operating and Financial Review relates to Coles Group 
Limited (‘the Company’) and its controlled entities (together, 
‘Coles’, ‘Coles Group’, or ‘the Group’).

Forward-looking statements

This report contains forward-looking statements in relation to the 
Group, including statements regarding the Group’s intent, belief, 
goals, objectives, opinions, initiatives, commitments or current 
expectations with respect to the Group’s business and operations, 
market conditions, results of operations and financial conditions, 
and risk management practices. This report also includes 
forward-looking statements regarding climate change and other 
environmental and energy transition scenarios. Forward-looking 
statements can generally be identified by the use of words such as 
‘forecast’, ‘estimate’, ‘plan’, ‘will’, ‘anticipate’, ‘may’, ‘believe’, 
‘should’, ‘expect’, ‘intend’, ‘outlook’, ‘guidance’ and other similar 
expressions. 

Any forward-looking statements are based on the Group’s current 
knowledge and assumptions, including with respect to financial, 
market, risk, regulatory and other relevant environments that will 
exist and affect the Group’s business and operations in the future. 
The Group does not give any assurance that the assumptions will 
prove to be correct. The forward-looking statements involve 
known and unknown risks, uncertainties and assumptions, that 
could cause the actual results, performances or achievements of 
the Group to be materially different from the relevant statements. 
There are also limitations with respect to scenario analysis, and it 
is difficult to predict which, if any, of the scenarios might 
eventuate. Scenario analysis is not an indication of probable 
outcomes and relies on assumptions that may or may not prove to 
be correct or eventuate.

Readers are cautioned not to place undue reliance on forward-
looking statements. Except as required by applicable laws or 
regulations, the Group does not undertake to publicly update, 
review or revise any of the forward-looking statements or to 
advise of any change in assumptions on which any such statement 
is based. Past performance cannot be relied on as a guide to 
future performance.

Non-IFRS information

This report contains IFRS and non-IFRS financial information. 
IFRS financial information is financial information that is 
presented in accordance with all relevant accounting standards. 
Non-IFRS financial information is financial information that is 
presented other than in accordance with relevant accounting 
standards and may not be directly comparable with other 
companies’ information. 

Any non-IFRS financial information included in this report has 
been labelled to differentiate it from statutory or IFRS financial 
information. Non-IFRS measures are used by management to 
assess and monitor business performance at the Group and 
segment level and should be considered in addition to, and not as 
a substitute for, IFRS information. Operating metrics that are 
prepared on a non-IFRS basis have been included in the segment 
commentary to support an understanding of comparable 
business performance. Non-IFRS information is not subject to 
audit or review.

Business model and strategy

Coles is an omnichannel retailer selling products including fresh 
food, groceries and liquor through its supermarkets, liquor stores 
and eCommerce platforms. Coles also sells convenience products 
and, under its alliance with Viva Energy (Viva), is a commission 
agent for retail fuel sales through the Coles Express network. We 
employ more than 120,000 team members, engage with more than 
8,000 suppliers, have more than 430,000 direct shareholders and 
we welcome millions of customers through our extensive store 
network and eCommerce platforms every week.

The Group’s reportable segments are:

• Supermarkets: fresh food, groceries and general merchandise 
retailer with a national network of 835 supermarkets, including 
Coles Online and Coles Financial Services;

• Liquor: liquor retailer with 933 stores nationally under the 
brands Liquorland, First Choice Liquor Market and Vintage 
Cellars, including online liquor delivery services; and

• Express: convenience store operator and commission agent 
for retail fuel sales across 711 sites nationally.

Other business operations that are not separately reportable, such 
as Property, as well as costs associated with enterprise functions, 
such as Insurance and Treasury, are included in Other.

Coles is one of the most trusted consumer brands in Australia with 
businesses including Coles, Coles Local, Coles Express, Liquorland, 
First Choice Liquor Market, Vintage Cellars and Coles Financial 
Services. Coles is also a 50% shareholder of Flybuys, a loyalty 
program with more than six million active households.

Coles’ core competencies include merchandising, product 
development and supplier relationships, marketing, customer 
service and maintaining and operating a national store and online 
network. Coles also operates an integrated supply chain, including 
logistics, and a national distribution centre network. 

Coles’ vision is to become the most trusted retailer in Australia and 
grow long-term shareholder value.

Since launching our ‘Winning in our second century strategy’ in 
2019, Coles has made significant progress in the delivery of our 
vision, purpose and strategic pillars. By building on the success of 
the past three years, we are evolving the strategy to position Coles 
to thrive in the next horizon.

The Coles Group purpose has been updated to ‘sustainably help all 
Australians lead healthier, happier lives’. Coles sells more than just 
food, and this change reflects the wider role our Company plays in 
the community and the ever-broadening range of offers 
encompassing food, drink and home. Our values of customer 
obsession, passion and pace, responsibility and health and 
happiness have not changed, and they continue to guide the day-
to-day decisions and actions of our team members.

The five key areas we have set the ambition to differentiate in have 
also been updated to encompass our wider ambitions in areas such 
as eCommerce, sustainability, team engagement and community 
partnerships. They are:

1. Win in food and drink with unique omnichannel offering

2.  Be a great value exclusive brands powerhouse and destination 
for convenience and health

3.  Achieve long-term structural cost advantage through Smarter 
Selling programs, including data, automation and technology 
partnerships

4.  Be Australia’s most sustainable supermarket group together 
with our partnerships and communities

5. Deliver at pace through our engaged team 

We have made progress against our three strategic pillars of Inspire 
Customers, Smarter Selling and Win Together while supporting 
our team members, customers, suppliers, and community partners.

Supermarkets Liquor Convenience

Our brands
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Inspire Customers

The focus areas of the first pillar of our strategy, ‘Inspire Customers 
through best value solutions in food, drink and home’, are outlined 
below:

• Trusted value through personalisation

• Exclusive brands powerhouse

• Leading anytime, anywhere, anyhow shopping

• Destination for health, sustainability and convenience 

• Expanded offer through new markets and services

Update on Inspire Customers pillar:

We have made progress against our strategic pillar of Inspire 
Customers by delivering a tailored range and trusted value to 
our customers. Coles was ranked by the Roy Morgan survey as 
one of the most trusted consumer brands in Australia for the 
third year in a row.

With Australian families facing increased pressure on household 
budgets, our commitment to deliver trusted value remains more 
important than ever. With an Exclusive to Coles range of almost 
6,000 products, Coles provides extensive value-oriented options. 
Seasonal value campaigns and everyday pricing have continued to 
support strong value offers across the year, with prices maintained 
on many essential everyday items. 

More than 1,300 Coles Own Brand products were launched during 
the year, while Coles Own Brand won 91 product awards including 
nine consumer-voted ‘Product of the Year’ awards for innovation 
across products including Coles’ Ultimate 40% Choc Chip Cookies 
and DALEY ST Dark Ground Coffee.

In Liquor, trusted value was delivered through lowering prices for 
longer with more than 2,000 Price Drops across 

Liquorland and First Choice Liquor Market. Exclusive Liquor Brand 
(ELB) and local product contribution also grew strongly, delivered 
through improved range planning and market-leading sustainability 
innovations such as the 100% recyclable eco-bottle wine range 
which was launched during the year. The ELB portfolio continued to 
be recognised with 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, and The Bio 
Project Tempranillo Blend winning Gold at the National Wine Show 
of Australia.

With a focus on anytime, anywhere, anyhow shopping, Coles 
delivered strong eCommerce growth during the year, across 
Supermarkets and Liquor. 

In Supermarkets, eCommerce sales grew by 41% with progress made 
in the unified customer experience through the launch of a new 
shoppable Coles App. Capacity for customers increased through the 
expansion of Click & Collect Rapid (order to pick up in 90 minutes) to 
more than 450 stores and same day home delivery to more than 520 
stores. Benefits were also expanded for Coles Plus members, offering 
members a differentiated omnichannel experience with online and 
instore shopping benefits.

In Liquor, eCommerce sales grew by 49% through the opening of a 
fourth eCommerce dark store, and an expanded range. Capacity was 
increased through the continued roll out of Click & Collect, the expansion 
of on demand (immediacy delivery) which is available in more than 400 
stores while 1,400 products were added to the online range.

We are also creating opportunities with our joint venture partner 
in Flybuys, providing additional value for Flybuys members with 
new customer offers and the addition of Bunnings and Officeworks 
to the Flybuys portfolio. 

In an Australian first, Coles partnered with KitchenAid to introduce a collectible program to reward customers with a premium collection of cookware designed to go 
straight from the oven to serving on the table.

Smarter Selling

The focus areas of the second pillar of our strategy ‘Smarter Selling 
through efficiency and innovation’, are outlined below:

• Technology and digitally empowered organisation 

• Strategic and sustainable sourcing

• Optimised network and formats

• Agile Store Support Centre using data driven insights

Update on Smarter Selling pillar:

We continue to deliver against our Smarter Selling strategic 
pillar, with approximately $230 million of benefits realised 
during the year and are on track to deliver $1 billion of benefits, 
under our four-year program, by the end of FY23.

With the benefits being generated, Coles has been able to partially 
offset cost pressures in the business, including the COVID-19 costs 
incurred during the year and, importantly, invest in an enhanced 
customer service, both online and in store. 

Key Smarter Selling initiatives delivered during the year focused on 
technology-led in-store improvements such as the use of artificial 
intelligence with dynamic markdowns rolled out in fresh produce 
and dairy, following the successful deployment of this technology 
in meat in FY21. The in-store service transformation also saw the 
roll out of trolley assisted checkouts and customer bagging benches 
which are giving customers greater choice while at the same time, 
improving team member productivity. Front of store loss prevention 
initiatives rollout also continued with more than 80% of stores now 
protected with entry gates and glass balustrading.

Efficiencies in eCommerce were delivered through the 
introduction of an automated fraud detection tool to reduce loss, 
as well as a continued focus on reducing our cost to serve through 
improved pick efficiencies and delivery van optimisation which 
was achieved through adjusting store catchments and optimising 
routes, shift times and customer offerings.

Demand-based heating, ventilation and air-conditioning was 
installed in stores, as well as energy efficient LED lights across the 
Coles Express network.

During the year, Coles aligned its meat operating models 
nationally which delivers high quality retail ready meat for 
customers. This also reduces waste and provides a safer working 
environment for team members. 

Coles’ store format strategy is to invest in the right store, at the 
right time, with the optimum format. During the year, Coles 
renewed 50 supermarkets including 12 Format A, 10 Format B, 22 
Format C and six Coles Local stores. In Liquor, 191 Black and White 
Liquorland, eight First Choice Liquor Market and nine Vintage 
Cellar Evolution stores were renewed. 

The Witron and Ocado transformation projects are the biggest 
automation projects in Coles’ history. In FY22, the Ocado 
Customer Fulfilment Centres (CFCs) in Melbourne and Sydney 
were handed over for robotic fit-out. In Queensland, the fit-out of 
the automation equipment and racking progressed in the Witron 
automated Distribution Centre (DC), and the fit-out of automation 
commenced in the New South Wales automated DC. 

The Witron Queensland automated distribution centre is on track to be commissioned in 2023.
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Win Together

The focus areas of the third and final pillar of our strategy ‘Win 
Together with our team, suppliers and communities’, are outlined 
below:

• Safer choices together

• Great place to work

• Better Together through diversity and community

• Together to Zero to drive generational sustainability

• Growth through partnership

Update on Win Together pillar:

We have made progress against our strategic pillar of Win 
Together focusing on helping all Australians to lead healthier 
and happier lives, including our team members, our suppliers 
and our communities.

Coles again delivered another year of improvement in our safety 
performance with a 14.7% improvement in Total Recordable Injury 
Frequency Rate (TRIFR) compared to FY21. This was delivered 
through investments in team member development, wearable 
technology and critical risk reduction programs such as fall from 
height improvements and manual handling equipment in stores. 

We aim for Coles to be a Great place to work and during the year, 
more than 90,000 team members provided feedback through an 
employee engagement survey. The results showed a three-
percentage point improvement, including improved scores in 
mental health metrics. 

Coles’ vision for diversity and inclusion is to foster a safe, inclusive 
and diverse workplace that is reflective of the community and 
customers we serve. We know we are a team that is Better Together. 
During the year, Coles was 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. The 
Australian Network on Disability also recognised Coles as a top 
employer for people with disability at the 2022 Disability Confidence 
Awards. 

Creating opportunities, raising awareness, sharing stories and 
strengthening relationships with our Indigenous team members 
remains a focus. However despite doing so, we ended the financial 

year with only 3.2% Indigenous team members and we continue to 
develop strategies to increase longer term participation. Coles was 
also pleased to support NAIDOC week during the year after 
celebrations were cancelled in FY21 due to COVID-19.

Our ambition to be Australia’s most sustainable supermarket will 
see us transition to 100% renewable energy by FY25, continue to 
invest in solar energy, efficiency and reduction of food waste, and 
continue to focus on delivering our Coles Own Brand commitments. 
We continue to strengthen our processes and systems in close 
collaboration with key stakeholders such as suppliers, unions and 
workers in our supply chain. We partnered with farmers in Victoria 
and New South Wales to launch Coles Finest Certified Carbon 
Neutral Beef range1, providing customers with more sustainable 
options. In Liquor, we launched the 100% recyclable eco-bottle 
wine range2, made from 100% recycled PET plastic and 83% lighter 
than an average glass wine bottle. The eco-bottle has a lower 
carbon footprint in all stages of production, transportation and 
recycling. 

In addition to our long standing programs of support in providing 
edible food for charities through our partnerships with SecondBite 
and Foodbank, significant contributions to other charities and 
community organisations were made in FY22. More than $8.6 
million was raised for FightMND to help fund research and 
treatments for Motor Neurone Disease; more than $4.1 million 
raised for Redkite to help families affected by childhood cancer; 
and more than $1.8 million raised for the Red Cross Queensland and 
New South Wales Flood Appeal.

Good progress was also made on the pathway to Together to Zero. 
During the year, Coles secured a path to 100% renewable electricity 
by the end of FY25 through three additional renewable energy 
contracts to purchase large-scale generation certificates with 
Origin Energy, ACCIONA Energia, and ENGIE. Coles was ranked the 
number two food retailer globally for sustainable business practices 
in the World Benchmarking Alliance’s 2021 Food and Agriculture 
Benchmark3. Coles has committed $10 million over 10 years to our 
‘Blue Carbon Partnership4’ with the Great Barrier Reef Foundation, 
supporting programs to capture and store atmospheric carbon in 
marine ecosystems that are 30-50 times more efficient at this task 
than land-based forests.

1  Product is certified carbon neutral from paddock to shelf under Climate Active Carbon Neural Standards and ranged in selected Victorian stores.
2  Range was launched in collaboration with Packamama and winemakers Garcon Wines, Taylors Wines and Accolate Wines.
3  Based on 2021 Food and Agriculture Benchmark of 350 food and agriculture companies globally by the World Benchmarking Alliance. Benchmark across four key 

measurement areas of social inclusion, nutrition, governance & strategy, and environment. Coles ranked #12/350 companies overall and #2/62 of food retailers 
globally.

4  Coles’ partnership with the Great Barrier Reef Foundation will dedicate funds towards a number of innovative projects based on ‘blue carbon’ – the process of 
capturing and storing carbon in oceanic or coastal ecosystems such as mangroves, tidal marshes and seagrasses. These ecosystems have the potential to capture 
and store more carbon than tropical rainforests, helping in the fight against climate change. More information is available at https://www.colesgroup.com.au/
media-releases/?page=coles-commits-10-million-to-help-protect-the-great-barrier-reef.

Top: Tim from Coles’ fresh produce team visits organic vegetable growers Wayne and Natasha Shields from Peninsula Fresh Organics in Victoria. The business was 
awarded a $300,000 grant to help transform its irrigation infrastructure in a bid to save 60 million litres of water per year and prevent run off of nutrients into local 
waterways. 
Bottom: Coles ambassador Eddie Betts at a Coles Healthy Kicks program, inspiring young Australians to enjoy healthy and happy lifestyles.
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Group performance

$m FY22 FY21 CHANGE

Sales revenue
Supermarkets1 34,624 33,868 2.2%
Liquor 3,613 3,525 2.5%
Express 1,132 1,192 (5.0%)
Group sales revenue 39,369 38,585 2.0%

EBIT
Supermarkets2 1,715 1,702 0.8%
Liquor 163 165 (1.2%)
Express 42 67 (37.3%)
Other (51) (61) 16.4%
Group EBIT 1,869 1,873 (0.2%)
Financing costs (396) (427) 7.3%
Income tax expense (425) (441) 3.6%
Profit after tax 1,048 1,005 4.3%

1 FY21 sales revenue has been restated to reflect a reclassification of fulfilment income to Sales revenue (previously reported within Other Income).
2  FY22 includes approximately $30 million of implementation operating costs in relation to the Witron and Ocado transformation projects ($7 million in FY21).

Highlights

• Sales revenue growth of 2.0% to $39.4 billion with eCommerce 
performance in Supermarkets and Liquor cycling elevated 
COVID-19 related prior year sales. 

• EBIT of $1,869 million despite significant COVID-19 costs, 
transformation project costs, flood events and lower Express 
earnings as a result of reduced mobility from COVID-19 
lockdowns. 

• Cash realisation of 104% and net debt of $506 million.

• Fully-franked final dividend of 30.0 cents per share declared, 
taking total dividends in relation to FY22 to 63.0 cents. 

Performance overview

Despite cycling significantly elevated COVID-19 related sales in 
the prior corresponding period, FY22 Group sales revenue of $39.4 
billion increased by 2.0% in FY22. 

Group EBIT of $1.9 billion decreased by 0.2%. EBIT includes 
COVID-19 costs of approximately $240 million and project 
implementation costs in relation to the Witron and Ocado 
transformation projects of approximately $30 million and lower 
Express earnings as a result of reduced mobility from COVID-19 
travel restrictions. Smarter Selling benefits of approximately 
$230 million were also realised during the year. The vast majority 
of these EBIT impacts were borne by Supermarkets while Liquor 
comprised a minor component. 

Impacts of COVID-19 and floods

Supermarkets

Extended lockdowns in New South Wales, the Australian Capital 
Territory and Victoria for much of the first half led to higher sales 
and customers preferring or having to shop locally rather than in 
larger shopping centre stores. As restrictions eased, sales growth 
remained elevated with a strong Christmas trading period and the 
contribution from shopping centre stores increasing. 

As Omicron became more prevalent early in the second half and 
despite the lack of formal restrictions, local shopping trends re-
emerged. In addition, availability issues in store as a result of a 
large number of Coles and supplier team members being required 
to isolate again led to customers choosing to shop at their local 
store network. The availability challenges impacted Coles’ 
promotional program which was restored by the end of the year. 
Over the fourth quarter, local shopping trends subsided and the 
contribution from shopping centre stores increased again. 

The highly disruptive flood events in South Australia, New South 
Wales and Queensland early in the second half caused severe road 
and rail logistics disruptions, impacting availability. This also led 
to 30 temporary store closures and, by the end of the year, one 
remained closed and one store permanently closed. 

eCommerce growth remained elevated early in FY22. As the year 
progressed and restrictions eased, customers returned to 
shopping in store, however eCommerce sales are more than two 
times pre-pandemic levels.

Liquor

Liquor sales remained elevated in the first half with the closure of 
on-premise venues in New South Wales, the Australian Capital 
Territory and Victoria. However, the COVID-19 sales impacts 
tapered over the year as restrictions eased and on-premise 
venues re-opened. The emergence of Omicron early in the second 
half impacted sales with limited social gatherings and associated 
liquor consumption with customers still preferring larger pack 
sizes. Consistent with Supermarkets, availability was also 
impacted as a result of Liquor and supplier team members being 
required to isolate. 

Liquor stores were disrupted due to the flood events in February 
with 66 Liquor stores initially impacted with seven stores 
remaining closed at the end of the year.

eCommerce performed strongly across the year with penetration 
peaking at 5.0% in the second quarter and ending the fourth 
quarter at 4.5%.

Express

Fuel volumes were negatively impacted from reduced mobility 
and traffic flows as a result of lockdowns in the first half. The 
recovery from COVID-19 restrictions slowed throughout the 
second half due to the flood events, inclement weather as well as 
higher fuel prices. More than 30 Express sites were closed as a 
result of the floods with three remaining closed at the end of the 
year. 

Costs

COVID-19 costs of approximately $240 million were incurred 
during the year, compared to approximately $130 million of 
COVID-19 costs incurred in FY21. COVID-19 costs were incurred 
primarily in the Supermarkets and Liquor segment and largely 
related to store remuneration, including costs in relation to team 
member absenteeism, recruitment, rapid antigen testing and 
additional door greeters to ensure QR code compliance in the 
early part of the first half. 

Coles incurred direct costs from flood events in the second half of 
approximately $30 million including the loss of stock, asset write-
offs and increased freight costs through rail and road disruptions. 
The majority of these costs were recovered through insurance in 
the fourth quarter.

Award covered salaried team member review

In February 2020, Coles announced it was conducting a review 
into the pay arrangements for all team members who received a 
salary and were covered by the General Retail Industry Award 
2010 (GRIA). The review assessed the remuneration paid to 15,011 
team members against GRIA. Coles conducted a remediation 
program, and to date Coles has incurred $13 million of remediation 
costs with a further $12 million provided for at the date of this 
report. 

Following the announcement in February 2020, the Fair Work 
Ombudsman (FWO) commenced an investigation into Coles’ pay 
arrangements for a group of the affected salaried team members 
covered by the GRIA. 

In December 2021, the FWO filed proceedings in the Federal Court 
of Australia which include issues relating to the interpretation and 
application of various provisions of the GRIA. FWO alleges that 
Coles is obligated to pay a further $108 million in remediation 
payments to 7,687 team members for the period 1 January 2017 to 
31 March 2020. This group is a subset of the award covered salaried 
employees which were assessed as part of the 2020 review by 
Coles. Additionally, the period of time covered in the proceedings 
is a lesser period than the period covered in the Coles’ remediation. 

Coles has lodged its defence in this proceeding, and the matter 
has been listed for trial in mid 2023. The trial will include 
consideration of threshold issues, including interpretation of the 
GRIA provisions. As such, the potential outcome, extent to which 
further remediation may be necessary, and costs associated with 
this matter remain uncertain as at the date of this report.

In May 2020, Coles was notified that a class action proceeding had 
been filed in the Federal Court of Australia in relation to payment 
of Coles managers employed in supermarkets. Coles is defending 
the proceeding. This matter will be heard in conjunction with the 
FWO proceedings at trial in mid June 2023. The potential outcome 
and total costs associated with this matter remain uncertain as at 
the date of this report.  

Earnings per share and dividends 

Basic earnings per share (EPS) increased to 78.8 cents, a 4.6% 
increase from the prior year.

FY22 FY21
Profit for the period ($m) 1,048 1,005
Weighted average number of 
ordinary shares for basic EPS 
(shares, million) 1,330 1,334
Weighted average number of 
ordinary shares for diluted EPS 
(shares, million) 1,331 1,335
Basic EPS (cents) 78.8 75.3
Diluted EPS (cents) 78.7 75.3

The Board has determined a fully franked final dividend of 30.0 
cents per share (cps).

In respect of the year: CPS
FRANKED AMOUNT 

PER SECURITY
FY22
Interim dividend 33.0 cents 33.0 cents
Final dividend 30.0 cents 30.0 cents
FY21
Interim dividend 33.0 cents 33.0 cents
Final dividend 28.0 cents 28.0 cents
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A summary of key balance sheet accounts for the Group:

$m FY22 FY21 CHANGE
Assets
Cash and cash equivalents 589 787 (25.2%)
Trade and other receivables 470 368 27.7%
Inventories 2,448 2,107 16.2%
Property, plant and equipment 4,807 4,463 7.7%
Right-of-use assets 7,199 7,288 (1.2%)
Intangible assets 1,864 1,698 9.8%
Deferred tax assets 822 873 (5.8%)
Other 637 539 18.2%
Total assets 18,836 18,123 3.9%
Liabilities  
Trade and other payables 4,335 3,660 18.4%
Provisions 1,278 1,408 (9.2%)
Interest-bearing liabilities 1,095 1,142 (4.1%)
Lease liabilities 8,681 8,756 (0.9%)
Other 323 344 (6.1%)
Total liabilities 15,712 15,310 2.6%
Net assets 3,124 2,813 11.1%

Cash and cash equivalents decreased to $589 million despite strong 
operating activities of $2,690 million due to the repayment of debt. 

Trade and other receivables increased to $470 million largely driven 
by an increase in international receivables and timing.

Inventory increased to $2,448 million driven by an increase in stock 
holdings to support availability and COVID-19 recovery.

Right-of-use assets decreased to $7,199 million largely driven by 
depreciation for the period, partly offset by new leases and 
modifications.

Property, plant and equipment increased to $4,807 million largely 
reflecting investment in the Group’s annual capital program, partly 
offset by depreciation and property transactions during the year.

Intangible assets increased to $1,864 million largely driven by the 
Group’s continued investment in technology, partly offset by 
amortisation for the year.

Trade and other payables increased to $4,335 million due to the 
increase in purchases and inventory following availability issues, 
extended shipping times and costs.

Provisions decreased to $1,278 million largely driven by costs incurred 
in the closure of the Goulburn Distribution Centre during the period, 
move to retail ready meat and reduction in employee entitlements.

Capital management

Interest-bearing liabilities reflect external borrowings and debt 
capital funding commitments. Coles repaid $100 million term debt in 
August 2021 which was replaced by $50 million term debt.

As at 26 June 2022, Coles’ average debt maturity was 6.0 years, with 
undrawn facilities of $2,345 million. Coles remains committed to 
maintaining diversified funding sources and extending its debt 
maturity profile over time. 

The lease-adjusted leverage ratio at the reporting date was 2.8x with 
current published credit ratings of BBB+ with Standard & Poor’s and 
Baa1 with Moody’s. 

 

Balance sheet

Net cash flows from operating activities decreased to $2,690 
million predominantly reflecting an increase in income tax paid.

Net cash flows used in investing activities increased to $1,142 
million reflecting the Group’s annual capital program, partly 
offset by the proceeds from property sales during the year.

Net cash flows used in financing activities decreased to $1,746 
million reflecting the Group’s lease payments, dividends and net 
repayment of borrowings.

Cash flow

Summary cash flows of the Group:

$m FY22 FY21 CHANGE
Cash flows from operating activities
Receipts from customers 41,887 41,138 1.8%
Payments to suppliers and employees (38,309) (37,510) 2.1%
Interest paid (41) (47) (12.8%)
Interest component of lease payments (363) (390) (6.9%)
Interest received 1 4 (75.0%)
Income tax paid (485) (358) 35.5%
Net cash flows from operating activities 2,690 2,837 (5.2%)
Net cash flows used in investing activities (1,142) (1,106) 3.3%
Net cash flows used in financing activities (1,746) (1,936) (9.8%)
Net increase/(decrease) in cash and cash equivalents (198) (205) (3.4%)

eCommerce capacity was expanded during the year with Click & Collect now available at more than 740 stores.
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Supermarkets

Segment overview

$m FY22 FY21 CHANGE
Sales revenue1 34,624 33,868 2.2%
EBITDA2 3,022 3,001 0.7%
EBIT2 1,715 1,702 0.8%
Gross margin (%) 26.3 25.9 42bps
Cost of doing business (CODB)1 (%) (21.4) (20.9) (50bps)
EBIT margin (%) 5.0 5.0 (7bps)

1 FY21 sales revenue and CODB have been restated to reflect a reclassification of fulfilment income to Sales revenue (previously reported within Other Income).
2 FY22 includes approximately $30 million of implementation operating costs in relation to the Witron and Ocado transformation projects ($7 million in FY21).

Operating metrics (non-IFRS)
FY22  

(52 WEEKS)
2H22  

(25 WEEKS)
1H22  

(27 WEEKS)
FY21  

(52 WEEKS)
Gross retail sales1 ($ billions) 35.7 17.1 18.6 34.6
Gross retail sales growth1 (%) 3.0 4.0 2.0 3.0
Comparable sales growth (%) 2.6 3.8 1.5 2.5
eCommerce sales2 ($ billions) 2.8 1.3 1.5 2.0
eCommerce penetration2 (%) 7.9 7.6 8.2 5.8
Sales density per square metre3 (MAT $/sqm) 18,209 18,209 17,919 17,847
Net promoter score (point increase/(decrease)) (3.6) (7.5) 0.2 2.3
Inflation / (deflation) (%) 1.7 3.8 (0.2) 0.8
Inflation / (deflation) excl. tobacco and fresh (%) 1.6 3.6 (0.2) (0.8)

1 Gross retail sales comprise retail sales on a gross basis before adjusting for concession sales and the cost of Flybuys scheme points.
2  eCommerce sales include Liquor sold through coles.com.au. FY21 eCommerce sales and penetration has been restated to reflect a reclassification of fulfilment 

income to Sales revenue (previously reported within Other Income).
3 Sales density per square metre is on a moving annual total (MAT), calculated on a rolling 52-week basis.

Highlights

Supermarkets sales revenue was $34.6 billion for the year, an 
increase of 2.2% on the prior corresponding period. 

Sales revenue growth was driven by the successful execution of 
trade plans throughout the year including the seasonal Christmas 
and Easter campaigns, the KitchenAid Ovenware and MasterChef 
Knives customer continuity campaigns, as well as value campaigns 
focused on lowering the cost of living for customers. eCommerce 
contributed to sales revenue growth, particularly in the first half 
during the lockdowns in New South Wales, Victoria and the 
Australian Capital Territory. 

eCommerce sales of $2.8 billion grew by 41% year-on-year with 
penetration of 7.9% in FY22, compared to 5.8% in the prior 
corresponding period. During the year, Coles Online increased its 
network coverage with 95% of Australians now having access to 
home delivery. The Click & Collect network expanded to more 
than 740 stores with Click & Collect to the boot of car available at 

more than 670 stores. With a focus on immediacy, Click & Collect 
Rapid was expanded to more than 450 stores and same day home 
delivery expanded to more than 520 stores. The unified customer 
experience was enhanced through the launch of a shoppable 
Coles App. Benefits for Coles Plus members were expanded during 
the year offering a differentiated omnichannel experience with 
online and instore shopping benefits.

Total Supermarkets price inflation of 1.7% was recorded for the 
year and 4.3% for the fourth quarter. In the fourth quarter, fresh 
inflation was 4.7%, driven by both bakery, reflecting higher wheat 
prices, and fresh produce, due to the Queensland and New South 
Wales floods impacting supply, particularly in vine and soft 
vegetables such as tomatoes, capsicums and broccoli. This was 
partly offset by fruit deflation, particularly in bananas and grapes. 
Supermarkets recorded packaged inflation of 1.6% for the year 
and 4.3% for the fourth quarter. Raw material, commodity, 
shipping and fuel costs remained the key driver to supplier input 
cost requests received in the fourth quarter impacting inflation in 
packaged.

Exclusive to Coles range revenue grew by 4.2% to $11.4 billion in 
FY22. More than 1,300 new Coles Own Brand products were 
launched during the year, including Coles’ liquid Breakfast on the 
Move (BOM) range and Coles PerForm sports nutrition products 
and supplements, ranging from performance meals and soups to 
high protein bars and powders. Coles was the first major Australian 
supermarket to launch a Certified Own Brand Carbon Neutral 
Beef product. During the year, Coles Own Brand won 91 product 
awards including nine consumer-voted Product of the Year awards 
for product innovation across a range of products including Coles’ 
Ultimate 40% Choc Chip Cookies, DALEY ST Dark Ground Coffee, 
Finest Beef Herbs and Spices Sausages and Coles Kitchen Green 
Goddess Salad Kit. 

With an Exclusive to Coles range of almost 6,000 products, 
seasonal value campaigns and everyday pricing have continued to 
support strong value offers across the year, with prices maintained 
on many essential everyday items. This includes Coles Durum 
Wheat Pasta (500 gms), Coles Tuna (85 gms), Coles Baked Beans 
(420 gms) and Coles Italian Diced Tomatoes (400 gms) which 
continue to be priced at ‘$1 or less’. 

Customer satisfaction, as measured by Net Promoter Score (NPS), 
was negatively impacted as a result of supply chain challenges 
which impacted availability for customers, particularly in the 
second half of the financial year.

Coles completed 50 store renewals during the year including 12 
Format A, 10 Format B, 22 Format C and six Coles Local stores. For 
the year, 11 new openings and 10 closures were completed. At the 
end of FY22 there were 835 Supermarkets in the fleet. 

Gross margin of 26.3% increased by 42 bps year-on-year with 
strategic sourcing and Smarter Selling benefits such as supply 
chain and loss prevention initiatives partially offset by COVID-19 
costs incurred in the year.

Cost of doing business (CODB) as a percentage of sales increased 
by 50 bps to 21.4% due to COVID-19 costs (approximately $160 
million compared to approximately $90 million incurred in the 
prior corresponding period), as well as higher costs related to the 
increase in sales, higher fuel costs and underlying cost inflation. 
Strategic investments continue to be made in eCommerce, IT and 
digital. This was partially offset by Smarter Selling benefits. For 
the full year, approximately $30 million of implementation 
operating costs were incurred in relation to the Witron and Ocado 
transformation projects. 

EBIT of $1.7 billion increased by 0.8% with an EBIT margin of 5.0%. 

Coles team member Linda from Greenacres in South Australia celebrated 50 years working with Coles in 2021.
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The expanded range of local wines at Coles Liquor (top left); Local Brewing Co co-founder Sam Harris (top right) with White Peach Surplus Sour Product – an exclusive 
craft beer at Liquorland and First Choice Liquor Market stores which is brewed using unsold supermarket bread and excess white peaches; the range of exclusive gins 
at Coles Liquor (middle) and Mia Lloyd, General Manager Customer, Trade Planning & Loyalty for Coles Liquor, pours wine from the new eco-bottle. Photo credit: Simon 
Schluter/The Age (bottom). 

Liquor

Segment overview

$m FY22 FY21 CHANGE
Sales revenue 3,613 3,525 2.5%
EBITDA 278 276 0.7%
EBIT 163 165 (1.2%)
Gross margin (%) 22.5 21.8 64bps
Cost of doing business (CODB) (%) (17.9) (17.1) (79bps)
EBIT margin (%) 4.5 4.7 (16bps)

Operating metrics (non-IFRS)
FY22  

(52 WEEKS)
2H22  

(25 WEEKS)
1H22  

(27 WEEKS)
FY21  

(52 WEEKS)
Gross retail sales1 ($ billions) 3.6 1.6 2.0 3.5
Gross retail sales growth1 (%) 2.4 2.1 2.6 6.8
Comparable sales growth (%) 2.1 2.4 1.8 6.3
eCommerce sales2 ($m) 165 71 95 111
eCommerce penetration2 (%) 4.6 4.4 4.8 3.1
Net Promoter Score3 (point increase /(decrease)) (0.8) (2.6) 1.2 4.9
Sales density per square metre4 (MAT $/sqm) 16,354 16,354 16,315 16,287

1 Gross retail sales comprise retail sales on a gross basis before adjusting for concession sales and the cost of Flybuys scheme points.
2  eCommerce sales exclude Liquor sold through coles.com.au which is reported in Supermarkets’ eCommerce sales. FY21 eCommerce sales and penetration has been 

restated to reflect a reclassification of fulfilment income to Sales revenue (previously reported within Other Income).
3 Net Promoter Score is based on Liquorland NPS results. 
4 Sales density per square metre is on a moving annual total (MAT), calculated on a rolling 52-week basis.

Highlights

Liquor sales revenue was $3.6 billion for the year, an increase of 
2.5% on the prior corresponding period.

Sales revenue growth was delivered as a result of solid trading 
across the year, particularly in the first half during the lockdowns 
in New South Wales, Victoria and the Australian Capital Territory 
when on-premise venues were closed. The Christmas and Easter 
trading periods were strong. Liquorland was the strongest 
performing banner with 191 Black and White Liquorland renewals 
completed, providing customers with an enhanced range of local 
wines, craft beers and boutique spirits. At a category level, Ready-
To-Drink and Spirits were the key drivers of growth.

Customer satisfaction, as measured by NPS, was impacted by 
availability challenges early in the second half as a result of Omicron 
and flood impacts on supply chain. NPS began to recover during the 
fourth quarter as a result of a focus on team and availability metrics.

eCommerce sales grew by 49% with penetration of 4.6% in FY22, 
compared to 3.1% in the prior corresponding period. During the 
year, capacity was increased through the continued roll out of 
Click & Collect, the expansion of on-demand services which is 
available in more than 400 stores while 1,400 products were 
added to the online range. 

Trusted value for customers was delivered through lowering 
prices for longer with more than 2,000 Price Drops across 

Liquorland and First Choice Liquor Market, reflected in improved 
value metrics during the year. Exclusive Liquor Brand (ELB) and 
local product contribution grew, delivered through improved 
range planning and market-leading sustainability innovations 
such as the 100% recyclable eco-bottle wine range launched 
during the year. The ELB portfolio continues to be recognised with 
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. 

Liquor completed 208 renewals during the year including nine Vintage 
Cellar Evolution stores, in addition to the 191 Black & White Liquorland 
renewals. For the year, 16 new openings and 12 closures were 
completed. At the end of the period there were 933 Liquor stores. 

Gross margin of 22.5% increased by 64 bps largely due to the 
strong performance in ELB and local ranges. 

CODB as a percentage of sales increased by 79 bps to 17.9% largely 
due to investments in customer service and team capability, as 
well as transformation costs in relation to IT systems. COVID-19 
costs in relation to team member absenteeism and recruitment 
also increased throughout the second half. Depreciation and 
amortisation increased by $4 million as a result of investments in 
renewals and new stores.

Liquor EBIT of $163 million decreased by 1.2% for the year driven by 
increased depreciation and amortisation, with an EBIT margin of 4.5%. 
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Express Other

Highlights

C-store sales revenue was $1.1 billion for the year, a decrease of 
5.0% on the prior corresponding period. 

C-store sales growth was impacted by lower forecourt traffic due 
to lockdowns in New South Wales, Victoria and the Australian 
Capital Territory in the first half, while reduced mobility from the 
Omicron variant and flood events in New South Wales and 
Queensland impacted sales in the second half. The cycling of 
strong tobacco sales in the prior corresponding period also had 
an impact. Excluding tobacco, c-store sales grew by 0.9% in FY22 
with strong growth in food-to-go, including coffee and hot fast 
food, as well as drinks following recent range review activity. 
During the year, Express completed the successful national roll-
out of the Shell Coles Express App, providing customers with Pay 
at Pump and Store Locator functionality as well as monthly c-store 
offers.

Fuel volumes declined by 4.7% during the year with comparable 
fuel volumes declining by 3.8% driven by COVID-19 lockdowns, 
the flood events in New South Wales and Queensland as well as 
record-high fuel prices in the second half. Average weekly fuel 
volumes of 54.4mL per week were recorded during the year. For 
the fourth quarter, average weekly fuel volumes were 56.9mL per 
week. 

For the year, one Express site was opened and seven closed, 
taking the total network to 711 sites.

Gross margin declined by 12 bps to 52.3% largely due to the 
declining fuel volumes. CODB as a percentage of sales of 48.5% 
increased by 184 bps largely due to lower sales, however overall 
CODB reduced relative to the prior corresponding period as a 
result of a strong focus on cost control. Express EBIT for the year 
was $42 million with an EBIT margin of 3.7%. 

Segment overview

$m FY22 FY21 CHANGE
Sales revenue 1,132 1,192 (5.0%)
EBITDA 181 207 (12.6%)
EBIT 42 67 (37.3%)
Gross margin (%) 52.3 52.4 (12bps)
Cost of doing business (CODB) (%) (48.5) (46.7) (184bps)
EBIT margin (%) 3.7 5.7 (196bps)

Operating metrics (non-IFRS)
FY22  

(52 WEEKS)
2H22  

(25 WEEKS)
1H22  

(27 WEEKS)
FY21  

(52 WEEKS)
Convenience store (c-store) gross retail sales1 ($) 1,201 586 615 1,262
C-store gross retail sales growth1 (%) (4.8) (1.0) (8.1) 7.4
Comparable c-store sales growth (%) (3.9) 0.1 (7.4) 6.8
Weekly fuel volumes (mL) 54.4 56.4 52.6 57.1
Fuel volume growth (%) (4.7) (4.2) (5.2) (4.0)
Comparable fuel volume growth (%) (3.8) (3.1) (4.4) (5.4)

1  Gross retail sales comprise retail sales on a gross basis before adjusting for concession sales and the cost of Flybuys scheme points. Fuel concession sales are 
excluded from Express gross retail sales on the basis Coles does not control retail pricing. 

Glossary of terms

Average basket size: A measure of how much each customer 
spends on average per transaction

bps: Basis points. One basis point is equivalent to 0.01%

Cash realisation: Calculated as operating cash flow excluding 
interest and tax, divided by EBITDA (excluding significant items)

CODB: Costs of doing business. These are expenses which relate 
to the operation of the business below gross profit and above EBIT

Comparable sales: A measure which excludes stores that have 
been opened or closed in the last 12 months and excludes 
demonstrable impact on existing stores from store disruption as a 
result of store refurbishment or new store openings

EBIT: Earnings before interest and tax

EBITDA: Earnings before interest, tax, depreciation and amortisation

EPS: Earnings per share

Exclusive to Coles: Refers to the portfolio of product brands that 
are exclusively available at Coles, and includes Coles Own Brands 
and Exclusive Proprietary Brands. Coles Own Brands refers to the 
portfolio of product brands owned by Coles (e.g. Coles Finest, KOi, 
Coles Nature’s Kitchen). Exclusive Proprietary Brands refers to the 
portfolio of product brands owned by suppliers but exclusive to 
Coles (e.g. La Espanola) 

Gross margin: The residual income remaining after deducting cost 
of goods sold, total loss and logistics from sales, divided by sales 
revenue

Gross retail sales: Comprises retail sales on a gross basis before 
adjusting for concession sales and the cost of Flybuys scheme 
points. Fuel concession sales are excluded from Express gross 
retail sales on the basis Coles does not control retail pricing

IFRS: International Financial Reporting Standards

Leverage ratio: Gross debt less cash at bank and on deposit, 
divided by EBITDA

MAT: Moving Annual Total. Sales per square metre is calculated as 
sales divided by net selling area. Both sales and net selling area 
are based on a MAT, calculated on a rolling 12 months of data basis

Net Promotor Score: Metric used to measure customer advocacy, 
derived from an externally facilitated survey with a nationally 
representative sample. The point movement reported represents 
the NPS measured over the relevant period relative to the prior 
corresponding period. Liquor NPS is based on Liquorland NPS 
results

Perfect Order Rate: The percentage of total home delivery orders 
(excluding Click & Collect) that were fulfilled on time without any 
missing items or substitution

Retail calendar: A reporting calendar based on a defined number 
of weeks, with the annual reporting period ending on the last 
Sunday in June

Significant items: Large gains, losses, income, expenditure or 
events that are not in the ordinary course of business. They 
typically arise from events that are not considered part of the core 
operations of the business

TRIFR: Total Recordable Injury Frequency Rate. The number of 
lost time injuries, medically treated injuries and restricted duties 
injuries per million hours worked, calculated on a rolling 12-month 
basis. TRIFR includes all injury types including musculoskeletal 
injuries

Coles reported other net costs of $51 million for the year. Other 
includes corporate costs, Coles’ 50% share of Flybuys’ net result 
and the net gain or loss generated by Coles’ property portfolio.

Corporate costs of $82 million were incurred for the year, broadly 
flat on the prior corresponding period costs of $83 million. Coles’ 

50% share of Flybuys’ net result was a $7 million loss, due to 
increasing investment in technology and data, while earnings 
from property operations were $38 million for the year compared 
to $27 million in the prior corresponding period. 
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Update on Witron and Ocado  
transformation projects

Witron

Coles’ commitment towards modernising its supply chain led to 
the partnership in October 2018 with Witron to develop two 
automated DCs located in Redbank Queensland (Qld) and Kemps 
Creek New South Wales (NSW).

Our investment in this exclusive partnership with Witron, the 
automated DC market leader delivering over 70 facilities globally, 
is a foundation of our sustainable strategic differentiation by 
delivering long-term structural cost advantage through 
automation, data and technology. 

The benefits of the automated DCs include:

• Safer working environments with improved service at a lower 
cost 

• Reduced lead time to deliver better availability, with both sites 
providing full case pick ambient range in each state

• Double the volume on half the footprint and approximately 
two-thirds operating costs of a standard site

Construction and installation of the automated DCs is progressing 
well despite the challenges, in particular of COVID-19 and 
disrupted global transport and supply chains. These factors, 
together with elevated commodity prices and higher labour costs, 
have increased the estimated capital investment over the four 
and a half year period, inclusive of contingency, to approximately 
$1,040 million from the previously advised $950 million. 

The facilities are due to be commissioned within the previously 
communicated timeframes. The Redbank Qld facility in 3Q23 and 
Kemps Creek NSW in 3Q24.

Ocado

Our partnership with Ocado, the world’s leading technology 
provider in automated single pick fulfilment technology and 
home delivery solutions, is a core foundation of Coles’ strategic 
differentiator to ‘win in food and drink with a unique omnichannel 
offering’.

The Ocado program is focused on NSW and Victoria and includes: 

• Seamless digital customer experience with a unified App and 
website

• Improved product availability and freshness with delivered in 
full on time expected to be industry leading

• Greater product range. The CFCs will open with an expanded 
range compared to our current average home delivery store 
and growing to approximately 40,000 SKUs over time 
(approximately double our existing home delivery store)

• Increased network capacity with spokes to extend the CFC 
catchment areas for efficient last mile delivery

Coles’ eCommerce sales are now 2.7 times the level at the time of 
entering our partnership with Ocado in March 2019. The rate of 
increase is higher than previously anticipated, largely driven by 
COVID-19. Our strategic plans have adapted to meet this significant 
uplift in demand and include significant investment in digital 
platforms and nationwide capacity. 

As previously advised, as a result of Coles’ significant investments 
in customer experience and the rapid acceleration in eCommerce 
revenue and penetration since the onset of COVID-19, Coles and 
Ocado agreed to update arrangements regarding how the Ocado 
Smart Platform (OSP) will integrate with these new initiatives. 
Coles will manage the online store and web presence for the 
intake of orders, and Ocado will provide OSP automated fulfilment 
functionality through the CFCs and store pick channels, as well as 
last-mile solutions. 

At the time Coles announced the Ocado partnership in March 2019 
it expected capital expenditure, inclusive of upfront Ocado fees, 
to be in the range of $130-150 million over the four-year 
development and construction period. 

In order to maximise the potential of the CFCs, in addition to the 
significant eCommerce investments, Coles has enhanced the 
customer offer to include features such as onsite bakeries and 
fresh cut produce rooms (a world first) and expanded the 
catchment zones within the hub and spoke model.

These investments, together with COVID-19 schedule delays, 
expanded scope and integration costs have increased the 
estimated total capital expenditure of the program to 
approximately $330 million, inclusive of contingency and upfront 
fees. 

The automated CFCs are due to open within the previously 
communicated timeframes. The NSW facility is due to open in 
1Q24 and the Victorian facility in mid FY24.

The Witron and Ocado transformation projects are the  
biggest automation projects in Coles’ history.

Implementation capital and operational expenditure 

In FY23 Coles expects to spend approximately $310 million in 
capital expenditure in relation to Witron and Ocado and this is 
included within Group capital expenditure guidance. The 
cumulative spend for both projects to the end of FY23 is estimated 
to account for approximately 75% of the total project capital 
expenditure. 

FY23 and FY24 will be landmark years for Coles with the proposed 
commissioning of the four automated distribution and customer 
fulfilment centres. The estimated financial impact of the project 
implementation operating expenditure, including the ramp-up, 
dual running and transition costs partially offset by early benefits, 
is detailed below. 

$m FY23 FY24
Project implementation opex1,2 ~(115) ~(135)
Depreciation ~(25) ~(85)
EBIT Impact ~(140) ~(220)

1  Previous guidance was up to $75m and $160m for FY22 and FY23 respectively. 
Actual spend in FY22 was $30m. FY23 and balance of FY22 now re-phased in 
line with project delivery.

2  Project implementation operating expenditure is inclusive of ramp-up, 
dual running and transition costs (net of early benefits).

As previously communicated, net EBIT benefits from Witron are 
expected to commence from FY25 and sales benefits from Ocado 
are expected from FY24 as the customer fulfilment centres build 
volumes.

Coles team members outside the Ocado customer fulfilment centre in Victoria.
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Looking to the future

To deliver the next phase of Coles’ Winning Together in our Second 
Century strategy, we will focus on our strategic differentiators to 
Win in food and drink with a unique omnichannel offering; Be a 
great value exclusive brands powerhouse and destination for 
health and convenience; Achieve long-term structural cost 
advantage through Smarter Selling programs, including data, 
automation and technology partnerships; Be Australia’s most 
sustainable supermarket group together with our partnerships 
and communities; and Deliver at pace through our engaged team.

To Win in food and drink with a unique omnichannel offering, we 
will unify and digitise the customer experience through a unified 
website and an enhanced shoppable Coles App. We will continue 
to roll out Click & Collect locations and expand the home delivery 
network, including a focus on our immediacy offer with Click & 
Collect Rapid (order to pick up in 90-minutes) and same day home 
delivery. In our physical store network, new stores and renewals 
of existing stores will continue, with a particular focus on the 
popular Coles Local format and, in Liquor, Black and White 
Liquorland and Vintage Cellar Evolution stores. 

With inflation continuing to place pressure on households, Coles 
will continue to deliver trusted value through our Exclusive to 
Coles portfolio. This will be enhanced by focusing on value, new 
product development and innovation, and continuing to provide 
a superior range of ready meals, supporting our convenience 
strategy.

The ongoing headwind of rising inflation underscores the 
importance of our Smarter Selling cost reduction program, and 
the commissioning commencement of three of our four Witron 
automated distribution centres and Ocado customer fulfilment 
centres in FY24 will allow us to drive future efficiencies while 
delivering an enhanced offer to inspire customers. The focus will 
remain on the final year of our Smarter Selling program where we 
are on track to deliver under our four-year program approximately 
$1 billion of benefits by the end of FY23. 

Consistent with our ambition to be Australia’s most sustainable 
supermarket, we will continue to focus on delivering on our 
commitments under the Together to Zero and Better Together 
focus areas of our Sustainability Strategy. While we have already 
secured a path to 100% renewable electricity by the end of FY25 
through signing the last of the agreements needed to meet our 
target in FY22, we will continue to invest in solar and energy 
efficiency across our network. We have set a target to divert 85% 
of solid waste from landfill by FY25 and are working towards 100% 
recyclable, reusable or compostable Coles Own Brand and Coles 
Liquor Own Brand packaging in Australia by FY25.

We know the importance of having an engaged and future-focused 
workforce that can deliver on our long-term strategic priorities. 
To enable this, we are continuing to invest in the learning, 
development and careers of our team members to continue to 
grow engagement across the workforce. Our programs to improve 
the team member experience through digitisation of store 
support centre processes and improved workforce planning 
within operational teams facilitates delivery at pace and 
productivity.

FY23 will be another year of significant investment for Coles as we 
continue to commit resources and capital to transformational 
projects which will underpin our customer experience and 
efficiency. Capital expenditure is expected to be between $1.2 
and $1.4 billion, inclusive of Witron and Ocado projects. 

We will prioritise capital investment, people and technology to 
accelerate our progress. We will monitor emerging trends, 
including macro-economic and consumer trends, to ensure we 
deliver the strategic differentiators in FY23.

 

Significant progress has been achieved in FY22,  
despite a highly disruptive operating environment.

Risk management

Our operating environment continues to rapidly evolve,  
resulting in changes to the risks and uncertainties that we face.

We regularly review risks and mitigations, so we can support the 
delivery of our purpose and strategy and respond to challenges 
faced by Australian businesses, the retail industry, our team 
members, and the communities we serve.

During the year, Coles has continued to identify and manage risks 
in accordance with the Coles Risk Management Framework. The 
design of this framework is based on ISO 31000:2018 Risk 
management – Guidelines (‘ISO 31000’), which provides an 
internationally recognised set of principles and guidelines for 
managing risks in organisations. Further information about our 
Risk Management Framework will be available in Coles’ Corporate 
Governance Statement. 

Through application of the Coles Risk Management Framework, 
we have identified material strategic, operational, and financial 
risks that could adversely affect the achievement of our future 
financial prospects. Each of these material risks is described in 
the following table, along with key mitigation plans to manage 

them. Although the risks have been described individually, there 
is a high level of interdependency between them. This means an 
increased exposure for one material risk can drive elevated levels 
of exposure in other areas of our risk profile. 

In addition to these material risks, our performance may be 
impacted by risks that apply generally to Australian businesses 
and the retail industry, as well as by the emergence of new 
material risks not reported in the following table.

We also anticipate that the evolving nature of the COVID-19 
pandemic and its impact on business and communities, as well as 
the changing macro-economic and geopolitical environment, will 
drive continual changes to Coles’ material and emerging risks 
during the next financial year and beyond. We will therefore 
continue to monitor and respond to further developments as 
required, including ongoing review and enhancement of our risk 
mitigation plans. 

Coles graduates Santosh and Marz at the Kewdale Distribution Centre in Western Australia. Coles graduates receive risk management and safety training during the 
graduate program.
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Strategic risks

Risk Description Mitigations

Geopolitical and Macro-Economic

Uncertainty in the global and domestic 
macro-economic and geopolitical 
environment, including as a result of 
changes in government (either state or 
federal) and global conflicts (such as in 
Russia and Ukraine), can expose Coles 
to supply chain disruptions and 
inflationary pressures. 

This includes price and cost pressures 
(e.g. commodities, labour, energy, 
fuel), the potential for interest rate 
rises, and changes in consumer 
spending and consumption choices. 
These can further result in an 
increased cost to operate, margin 
pressures, and reduction in sales.

We aim to mitigate exposures to the geopolitical and macro-economic environment through: 
our corporate planning and financial performance review processes which incorporate 
scenario planning and consideration of future market conditions, adaptation of our customer 
offer to respond to changes in customer spending and consumption, diversification of 
products and services, maintaining a strong balance sheet to fund our operations and 
maximise financial performance, and execution of our Smarter Selling program with the 
objective of offsetting inflation and reducing costs while investing in the business. 

We engage with suppliers to support management of issues such as supply chain disruptions, 
product availability constraints and changing input costs. We also engage with government 
stakeholders so we can monitor and respond to government decisions, and changes in 
policies and regulations, including as a result of transitions in state or federal governments. 

Pandemic 

If Coles does not monitor and respond 
to the evolution of COVID-19 or future 
pandemics, there is a risk of exposure 
to material financial loss including as a 
result of higher input costs; additional 
operational costs; delays in the 
execution of our strategic programs; 
reduction of sales and margins; legal 
and regulatory action; people, health 
and safety issues; and/or reputational 
damage. 

Furthermore, the pandemic exposes 
us to the significant and/or prolonged 
disruptions in the supply chain, store 
and online operations which can 
impact on our ability to serve our 
customers and the community. 

Coles continues to manage the evolution of the COVID-19 pandemic in accordance with 
government and health advice, as well as our Group Response Policy and Program which sets 
out the governance arrangements, accountabilities, and processes for crisis management 
and business continuity, and our Coles SafetyCARE System which is the safety management 
system that provides a framework for Coles to look after the health, safety and wellbeing of 
our team members, customers, contractors, suppliers and visitors. 

The Coles Group Response Program is managed by the Head of Response, with direct 
oversight and consultation of critical decisions by Group Executive. This includes for example, 
the decision taken during FY22, following a comprehensive risk assessment, to mandate 
vaccination against COVID-19 for all Coles team members in line with government health 
advice in relation to the provision of a safe working environment. Critical response decisions 
are elevated to the Board, when required. 

Business continuity plans are in place for critical functions and activities across our 
operations including merchandising, supply chain and store and online operations. These 
plans have been invoked on multiple occasions when required during our response to the 
COVID-19 pandemic, and continue to be refined given the evolving nature of the pandemic. 
This includes ongoing assessment of risks including resourcing challenges, long-term 
impacts, and the potential spread of new COVID-19 variants.

Changing consumer behaviour, competition and digital transformation

Consumer behaviour and expectations 
are changing in diverse and complex 
ways, including as a result of the 
evolving COVID-19 pandemic and 
macro-economic environment. 
Changes include increased focus on 
safety measures, reliance and demand 
on online shopping and digital 
channels, increased personalisation, 
demand for convenience, and 
enhanced consciousness about value 
and consumption choices. 

The competitive environment is also 
changing, with an increased focus on 
digital, automation, and e-commerce 
to deliver efficiency and a personalised 
and seamless experience for 
customers across both our online and 
offline channels.

If Coles fails to adequately respond to 
changing customer behaviours and 
expectations and competitive 
pressures, it could result in loss of 
market share and, ultimately, adverse 
margin impacts, reduced customer 
retention and impact to share price or 
value.

Coles regularly monitors customer sentiment, best practice global retailers, local and 
international retail trends, and customer insights and research, so we can quickly respond to 
changes in customer behaviours. 

Key programs to respond to changing consumer behaviours and expectations and the 
competitive environment, and to build on opportunities, are embedded in the 
implementation of our strategy including under the Inspire Customers pillar and through 
automation of the supply chain. 

To alleviate cost of living pressures, we deliver trusted value to our customers through 
everyday low pricing across a broad range of products, a program of weekly specials and 
loyalty offers. In addition, we aim to lower the cost of living for Australians and provide an 
innovative and unique offer through our Exclusive to Coles range.

We continue to enhance our digital customer experience including through Coles Online, our 
digital catalogue, the coles.com.au platform including coles&co, Click & Collect Rapid and the 
Coles Plus subscription service. Our shoppable Coles App enables customers to order 
through the app, view the catalogue, and build their shopping list so they can map out their 
shopping experience. 

During FY22 we strengthened the Flybuys loyalty program with the addition of Bunnings and 
Officeworks, providing members with new opportunities to earn and redeem points, and 
implemented a new operating model that will enable personalised offers for customers. 

We continue to invest in programs which will further personalise the shopping experience for 
our customers while protecting their data security and privacy. 

We also continue to invest in new data analytics tools and platforms to give suppliers and 
category decision makers fast and detailed insights across products, stores, geographies and 
sales channels.

Strategic program execution 

Inability to deliver our strategic 
programs on time or within budget 
with the expected benefits, could 
result in loss of market share, 
variability in Coles’ earnings, and 
inability to meet shareholders 
expectations.

Changes in scope or delays within our 
strategic programs and projects, may 
occur due to disruptions to project 
inputs and services, including as a 
result of the ongoing COVID-19 
pandemic and evolving geopolitical 
and macro-economic conditions, and 
to critical third parties that we rely on 
to deliver our strategic programs of 
work. Programs may also be impacted 
if critical skills and talent required to 
execute are not available. 

Delivery of our strategic programs is determined by the effective implementation of each of 
the three pillars of our strategy: Inspire Customers, Smarter Selling and Win Together. 

Furthermore, the execution of elements of our strategy is supported by third-party strategic 
partnerships including Witron (automated distribution centres), and Ocado (enhanced online 
capability). We also have joint ventures with Wesfarmers (Flybuys) and Australian Venue Co. 
(Queensland Venue Co. Pty Ltd), and an alliance with Viva Energy (Coles Express). 

In addition, Coles may undertake future acquisitions and divestments, and enter into other 
third-party relationships, so we can more effectively execute our strategy.

We have governance structures and processes in place to oversee, manage and execute 
strategic programs of work, including with Witron and Ocado. Projects and programs are 
regularly reviewed in detail to monitor progress of program delivery, costs and benefits, and 
the allocation of resources. We undertake post-implementation reviews to assess project 
outcomes relevant to the business case, and to identify lessons-learned to be applied for future 
projects. The Board reviews and provides oversight of key programs throughout the year. 
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People availability and talent

With low unemployment rates and 
inflation placing pressure on wages, 
Coles faces competition to attract and 
retain skilled team members who are 
imperative to the execution and 
delivery of our strategic programs, 
digital transformation, and broader 
business operations and performance. 

Coles is one of Australia’s largest private-sector employers. Our Great place to work strategy 
sits under the Win Together pillar and focuses on strengthening team member engagement, 
which is measured through our mysay team member engagement survey. ‘A team that is 
better together’ is also a key focus area of our Better Together pillar. Through this focus area 
we seek to be an employer of choice and make Coles a workplace in which everyone feels like 
they belong so that we can all live healthier and happier lives.

We run targeted recruitment campaigns where competition for talent is high, including to 
identify key skills and experience needed to deliver our strategy (e.g. digital and technology 
segments). These recruitment campaigns complement our standard hiring practices, and 
existing graduate and industry-based learning programs. 

We have in place action plans targeted on retention, and development programs to support 
career growth of key talent. Regular discussions on talent and succession planning are held 
with Group Executive and the People and Culture Committee. 

Our approach to performance enables team members to set objectives related to our 
strategy. It also provides an opportunity to seek and give feedback, and celebrate progress 
and achievements. We have a number of recognition programs in place, including our Good 
Things Awards. 

The People and Culture Committee is responsible for reviewing and overseeing the Group’s 
key people and organisational culture strategies, as well as reviewing talent management 
within the Group generally. It is also responsible for reviewing the appropriateness of our 
remuneration and incentive frameworks, and recommends to the Board any changes to the 
overall Group policy regarding remuneration including incentives. The Board maintains 
overall accountability for approving the Group’s remuneration policies.

Climate change and the environment 

Climate change presents an evolving 
set of risks and opportunities for 
Coles, and has the potential to 
contribute to, and increase, the 
exposure of other material risks. These 
include increased frequency and 
intensity of extreme weather events 
and chronic climate changes that can 
disrupt our operations and 
compromise the safety of our team 
members, customers, supply chain 
and the food we sell. Climate change 
can also lead to changes to 
government policy, law and regulation, 
which can result in increased costs to 
operate and the potential for litigation. 

An inability to reduce our 
environmental impact and meet our 
external sustainability commitments 
could also result in reputational 
damage, diminished access to capital, 
loss in market share, and fines and 
penalties. 

Coles had previously developed a roadmap to help us to align with the recommendations of the 
Task Force on Climate-related Financial Disclosures. During FY22, we continued to implement 
actions identified within our roadmap and make progress towards achieving our Together to 
zero emissions commitments. This included securing a path to achieving 100% renewable 
electricity for Group operations by the end of FY25 and continuing to upgrade to natural 
refrigerants which have close to no global warming potential compared to synthetic refrigerant 
gas. We also continued to analyse transition and physical climate change risks and 
opportunities, including through scenario analysis and a physical site assessment of a select 
portfolio of assets. Further climate change risk analysis will continue in FY23. Additional 
information on climate change risks and opportunities is set out in the Climate Change section.

Building on work already undertaken, we have commenced an environmental impact review of 
Coles Own Brand products, mapping potential impact against three key areas: deforestation, 
water security and soil health. The results of this review will form a baseline assessment of 
these areas, and be the foundation of a future action plan to reduce our environmental impacts 
and help our customers make more informed choices.

Our Sustainability Strategy highlights Coles’ commitments across the Together to Zero and 
Better Together pillars of our strategy. The Together to Zero pillar of our Sustainability Strategy 
incorporates targets to reduce our impact on the environment, specifically emissions, waste 
and hunger. Our publicly available Climate Change Position Statement sets out our approach to 
climate change.

The Board oversees the effectiveness of Coles’ environment, sustainability and governance 
policies and retains ultimate oversight of material environmental and sustainability risks and 
opportunities, including those related to climate change. 

The Board has endorsed the Sustainability Steering Committee as the management group 
responsible for overseeing the Group-wide identification and response to sustainability issues, 
including climate change. It is chaired by the Chief Operations and Sustainability Officer, a 
member of the Executive Leadership Team, who reports to the Chief Executive Officer. The Chief 
Executive Officer has ultimate responsibility for sustainability at Coles. 

Climate change and the environment (continued)

The Sustainability Steering Committee is supported by other steering committees, 
subcommittees and working groups. These include the Human Rights Steering Committee, the 
Better Together Council, the Climate Change Subcommittee and the Coles Express and Coles 
Liquor sustainability working groups. Progress against the Sustainability Strategy is reported 
annually in the Coles Group Sustainability Report.

Operational risks

Risk Description Mitigations

Industrial relations 

As we execute our strategy, workforce 
changes may lead to industrial action 
and/or disruptions to our operations, 
which can result in increased costs, 
litigation and financial impacts from 
reputational damage. The impact of 
COVID-19, along with planned 
changes in our supply chain 
operations, has heightened our 
exposure to this risk.

Coles has in place dedicated Employee Relations resources that are responsible for 
monitoring and responding to industrial relations risks and issues. Key activities include 
implementation of appropriate enterprise agreements and employee relations strategies; 
maintaining and building strong working relationships with unions and industry 
organisations; and constructively liaising with our team members, third-party suppliers and 
transport and logistic service providers. 

The renegotiation of enterprise agreements is managed and business continuity plans are in 
place to mitigate disruption to operations if industrial action occurs.

Supply chain resilience

Supply chain disruptions can result in 
an inability to supply to customers, 
loss of market share, price volatility 
and increased costs. 

Potential disruptions can occur due to 
extreme weather events and changes 
in climate, and in domestic and 
international government and policy 
and regulation, as well as geopolitical 
factors. This includes the Russia-
Ukraine conflict, the evolving 
COVID-19 pandemic, inflation and 
increasing cost of inputs, and 
disruptions to staffing in our stores, 
distribution centres, and sites (Coles 
and suppliers). 

Our response includes business continuity plans to manage the supply chain and delivery of 
goods to stores during extreme weather and business disruptive events. Our plans include 
consideration of people, resources, physical sites, information technology and digital 
requirements, and critical third parties required to continue to operate and serve our 
customers and community. 

We also monitor the external environment for changing circumstances and disruptive events, 
and undertake supplier diversification and sourcing of alternative supply arrangements, and 
strategic category planning to provide a category-by-category approach to business 
continuity. 

In response to challenges such as COVID-19 and floods, we scale up production and 
distribution of substitute goods, undertake rapid onboarding of new suppliers, manage the 
business’ promotional plans to support availability and simplify operations, and introduce 
purchase limits where required. 

Medium and longer term international and domestic supply security risks and mitigations are 
assessed on an ongoing basis as part of our strategic category planning program. We also 
continue to analyse Coles’ supply chain resilience in key food categories, including meat, 
dairy and seafood. 

We have expanded our milk supply chain to purchase milk directly from dairy farms in 
Tasmania, joining Victoria, Southern and Central New South Wales, South Australia and 
Western Australia. Coles continued to offer farmers the option of longer term agreements, 
providing them with greater confidence over their future income and securing ongoing supply 
of fresh milk for customers. Through the Coles Sustainable Dairy Development Group 
(CSDDG), we invest directly in farm-related sustainability projects in consultation with dairy 
farmers. During FY22, support through CSDDG also included investment in all of our 
contracted farms in Southern and Central New South Wales which had been impacted 
repeatedly by floods and heavy rains. 
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Health and safety

The safety of our team, customers, 
third parties and contractors is 
paramount to Coles. We employ and 
engage an extensive and diverse 
work-force, including third parties, 
with high volumes of people 
interactions daily. This may result in 
risk of fatality, life-threatening injuries 
or transmission of disease to team 
members, customers, suppliers, 
contractors or visitors, due to 
potentially unsafe work practices, 
accidents or incidents. 

Furthermore, the ongoing COVID-19 
pandemic can have adverse impacts 
to team member health and wellbeing 
(including mental health) and 
introduces the potential for loss of key 
personnel due to infection.

Our detailed Health, Safety and Injury Management system (SafetyCARE) is supported by a 
team of experienced safety professionals throughout our network. SafetyCARE’s 
performance is measured through a range of indicators and the effectiveness of the system is 
assessed through a verification program. 

A rolling five-year safety and wellbeing plan focuses on Safe Sustainable Leadership, Smarter 
Safety, Healthy Teams and Mind Your Health. Performance is reported to, and monitored by, 
the Board at every meeting, in addition to reporting of critical safety incidents if and when 
they occur. 

The health and safety of our customers and team members underpins our response to the 
COVID-19 pandemic. Coles adopts enhanced hygiene practices based on recommendations 
from the Australian Government through Safe Work Australia and on information from the 
federal Department of Health, and state and territory governments and departments of 
health, as well as other applicable regulatory bodies. A large number of measures have been 
implemented during FY22, and are adapted to comply with changing regulations. 

These measures include programs to keep our customers and team members safe. They 
incorporate: social distancing measures, sanitisation stations, masks, additional cleaning 
and security, contact tracing and reporting process for team member infections, rapid 
antigen testing of team members in distribution centres and production facilities, modified 
work practices (stores, distribution centres and support centres) to reduce the risk of 
COVID-19 infection onsite, and the implementation of large-scale mental health and 
wellbeing programs for our team members.

During FY22, following a comprehensive risk assessment and consultation process, Coles 
implemented a COVID-19 vaccination policy requiring all team members to be vaccinated by 
31 March 2022 unless medically exempt. 

Product and food safety

Product and food safety and quality is 
critical for Coles. Serious illness, 
injury or death are the most severe 
potential risks from compromised 
product or food safety. 

Loss in customer trust, reputational 
damage, loss in sales and market 
share, regulatory exposure, and 
potential litigation could also occur. 

Coles has a food safety governance program in place that is overseen by an experienced 
technical team. The program is composed of targeted policies and procedures, including 
well-established food recall and withdrawal processes, specific supplier requirements for 
different food categories (e.g. chilled versus ambient) and a supporting assurance program 
which aims to ensure key controls are operating and effective. 

We also have a Product Safety Program, which covers non-food products and works closely 
with our suppliers to support them to comply with relevant mandatory product safety and 
labelling standards, and to meet consumer guarantees under the Australian Consumer Law. 
Our Product and Food Safety Committee oversees continuous improvement of food and 
product safety risks and issues across Coles.

Third-party management 

An inability to successfully manage 
and leverage our critical and strategic 
third-party relationships, or a critical 
failure of a key supplier or service 
provider, may expose Coles to risks 
related to compromised safety and 
quality, misalignment with ethical 
and sustainability objectives, 
disruptions to supply or operations, 
unrealised benefits, and legal and 
regulatory exposure. 

Coles has due diligence processes in place to assess the adequacy and suitability of key 
suppliers, service providers and strategic partners in accordance with our requirements.

We monitor and manage the quality and performance of key suppliers and strategic third 
parties throughout their engagement with Coles. Defined service level and key performance 
indicators are in place for key supply contracts. Risks are managed through contractual 
protections. Our business continuity plans include consideration of critical third parties 
required to continue operating and serving our customers and community in the event of a 
business disruption.

Third-party management (procurement: non trade) is governed by the Third Party Management 
Policy. It includes requirements for sourcing and contract management and the application of 
our SAP Ariba technology platform for sourcing, contracting, buying and invoicing. During FY22, 
enhancements were made to the third-party risk management process. Coles continues to 
strengthen our third-party risk management including contract management and supplier 
management requirements for procurement: non trade engagements.

Legal and regulatory

The diversity of our operations 
necessitates compliance with extensive 
legislative requirements at all levels of 
government. This includes corporations 
law, competition and consumer law, 
health and safety, industrial relations, 
employment, product and food safety, 
environment, council by-laws, privacy, 
measurements and bio-security. 

Non-compliance with laws and 
regulations, could expose Coles to loss 
of license to operate, substantial 
financial penalties, reputational 
damage, a deterioration in relationships 
with regulators, class action or other 
litigation and additional regulatory 
changes that may adversely impact the 
execution of our strategy and result in 
increased cost to operate. Furthermore, 
where Coles is a party to litigation, it can 
involve reputational damage, financial 
costs, and high investment of Company 
resources and time. 

Coles has in place a Compliance Framework, which is based on AS ISO 37301:2021 
Compliance management systems – Guidelines, and which sets out the standards, 
requirements and accountability for managing regulatory compliance obligations across the 
Group. 

The Compliance Framework is subject to continual review and assurance, including through 
Coles’ internal audit process. 

We also maintain relationships with regulators and industry bodies and actively monitor new 
and impending legislative and policy changes so we can respond accordingly. 

Our legal teams work in partnership with our compliance teams to monitor and manage legal 
issues, matters, claims and disputes. We are supported by pre-agreed panel arrangements 
with external legal firms and assess potential litigation claims to understand loss potential.

Coles is currently implementing action plans, including the update of existing policies and 
procedures, to comply with newly introduced obligations for cyber incident reporting and 
registration of our critical assets, in line with the Security of Critical Infrastructure Act 2018 
(Cth) (SOCI Act). Some of these obligations took effect from July 2022, and have been 
introduced by Australia’s Department of Home Affairs to uplift the security and resilience of 
Australia’s critical assets.

Ethical sourcing 

Failure to source product or conduct 
our business in a manner that 
complies with our Coles Ethical 
Sourcing Policy and relevant legal 
requirements across Australia and the 
countries we source from, can impact 
worker safety, wellbeing or living 
conditions. It can also result in 
material reputational damage, loss in 
consumer confidence and market 
share, regulator fines and penalties, 
and adverse financial performance. 

Our Ethical Sourcing Policy and supplier requirements are based on internationally recognised 
standards and establish the minimum standards for our suppliers. These include the Ethical Trade 
Initiative (ETI) Base Code, International Labour Organisation (ILO) Declaration on Fundamental 
Principles and Rights at Work, United Nations Guiding Principles, Children’s Rights and Business 
Principles (UNICEF, UN Global Compact and Save the Children) and the Organisation for Economic 
Cooperation and Development (OECD) Guidelines for Multinational Enterprises.

Coles’ Ethical Sourcing Program takes a risk-based approach which defines the level of due 
diligence and monitoring that applies to suppliers based on risk exposure. It also includes a 
requirement for ethical audits of selected suppliers. The program includes Coles Own Brand 
and fresh produce suppliers, Coles Own Liquor Brands, and procurement: non trade suppliers. 

During the financial year, following a third-party review, we updated our Ethical Sourcing Key 
Risk Indicators to focus on timely management action in response to ethical audit non-
conformances arising throughout our supply chain rather than a focus on the number of 
non-conformances arising from audits. This change recognised that our increasing audit 
volume will result in more non-conformances and that our responsiveness to these findings 
should be the focus of measurement.

We also developed and implemented a framework designed to work with supplier sites to 
understand the root causes of excessive working hours non-conformances and drive 
continuous improvement through the development of action plans. This framework has also 
been subject to independent third -party review. We had a strong focus on risk review 
activities in areas including tobacco, seafood, third-party labour hire, meat processing and the 
gig economy. We continued to focus on meaningful collaborations including our partnership 
with the Ethical Retail Supply Chain Accord, re-signing the Accord for an additional three-year 
term, and hosting a worker education event for farm workers in the Mareeba region. In 
addition, we entered a new relationship with the Indirect Supply Alliance which incorporates 
businesses from across the globe, sharing knowledge and creating best practice initiatives for 
protecting human rights in the procurement supply chain. 

Coles’ whistle-blower hotline and dedicated supply chain wages and conditions hotline enable 
reporting of unethical, illegal, fraudulent or undesirable conduct. The Board receives reports 
on material incidents reported under the Whistleblower Policy and metrics on disclosures 
made under the Policy. 

Additional information on Coles’ Ethical Sourcing Program can be found in our 2022 Modern 
Slavery Statement.
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Information technology, resilience, data and cyber security 

A failure or disruption to our 
information technology applications 
and infrastructure, including a 
cyber-security event, could impede 
the processing of customer 
transactions, or limit our ability to 
procure or distribute stock for our 
stores or otherwise impact the 
operations of our business. 

Cyber-security threats include 
ransomware, product vulnerabilities, 
business email compromise, and 
phishing scams, resulting in system 
compromise. 

Many factors including increased 
flexible working arrangements, our 
growing external digital footprint, 
increased reliance on technology, 
volume of third-party providers, 
geopolitical unrest and growing 
sophistication of cyber criminals, 
have resulted in Coles operating in an 
ever-increasing cyber-security threat 
environment.

Furthermore, our technology and 
data-rich environment exposes us to 
the risk of unauthorised disclosure of 
confidential, financial, or personal 
information. This may result in loss of 
consumer confidence, loss in market 
share, regulatory fines and penalties, 
and reputational damage. 

We have a rolling five-year technology strategy and continuously monitor our technology for 
operational and cyber incidents. 

Our cyber-security roadmap is updated regularly and is independently assessed to help us 
make investment decisions that are commensurate with risks to the business, in line with 
similar businesses, and supports Coles’ business direction. 

We also have a cyber-security framework in place that we use to assess the maturity of our 
cyber-security capabilities and identify priority areas for improvement and further 
investment. Our cyber-security framework is aligned to the internationally recognised 
National Institute of Standards and Technology (NIST) Cybersecurity Framework. 
Additionally, our security policies and standards are aligned to ISO 27002:2013 Information 
technology — Security techniques (‘ISO 27002’), which provides an international code of 
practice for information security controls. Cyber security posture and mitigations are 
regularly reported to, and monitored by, the Board and Audit and Risk Committee. 

Our privacy and digital security policies, procedures, governance forums, education and 
awareness programs, and active membership with the federal government Joint Cyber 
Security Centre, help to strengthen our ongoing management of evolving data, privacy and 
cyber-security threats. We also regularly test and review our information technology 
infrastructure, systems, and processes to assess security threats and the adequacy of 
controls.

Coles technology systems utilise dual data centres and cloud services to make sure critical 
business systems have high levels of redundancy with resiliency embedded across our 
ecosystem. We actively manage technology changes to reduce the risk of system instability, 
especially during peak trading periods. Our service management function is responsible for 
responding to incidents and coordinating recovery activities, should a disruption occur. 

In the event of a disruption, we have information technology recovery plans in place for 
critical systems, and dedicated plans to respond to data loss. We have also retained industry 
experts to be on call in the event of a cyber-security incident.

Additional information on cyber incident reporting under the Critical Infrastructure 
legislation can be found in the Legal and Regulatory risk section. 

Financial risks

Risk Description Mitigations

Financial, treasury and insurance

The availability of funding and 
management of capital and liquidity are 
important requirements to fund our 
business operations and growth. In 
addition, we are exposed to material 
adverse fluctuations in interest rates, 
foreign exchange rates and commodity 
movements that could impact business 
profitability. We may also be exposed to 
financial loss from accidents, natural 
disasters and other events.

Our Group Treasury function is responsible for managing our cash funding position and 
supporting the management of interest rate and foreign currency risks. Our Treasury 
Policy and related policies are approved by the Board, and govern the management of 
our financial risks, including liquidity, interest rates, foreign currency, commodity risks 
and the use of other derivatives. Further information is included in Note 4.2 Financial 
Risk Management of the Financial Report. 

Insurance is a tool to protect our customers, team members and the Group against 
financial loss, where applicable. In some cases, we choose to self-insure a significant 
proportion of the risk. This means that, in the event of an incident, the cost is covered 
from internal premiums charged to the business or the losses are absorbed. Our 
insurance function is responsible for managing both self-insurance and the purchase 
of external insurance where we determine this is prudent. We monitor our self-insured 
risks and have active programs to help us pre-empt and mitigate losses. We engage an 
external actuary to determine the self-insurance liabilities recognised in the Statement 
of Financial Position.

In the Operating and Financial Review we have documented the trading and financial 
reporting impacts of the pandemic.

Climate change

As outlined in our Climate Change Position Statement (available 
at www.colesgroup.com.au) Coles supports the goals of the Paris 
Agreement to keep global average temperatures to well below 2°C 
above pre-industrial levels. We will also pursue efforts to limit the 
temperature increase to 1.5°C above pre-industrial levels.

We understand that we have a responsibility to minimise our 
environmental footprint, as well as to mitigate the environmental 
and social impacts of climate change. We will do this by: 

• building the resilience of our business, our community and our 
value chain against climate-related impacts, both physical and 
transitional (manage climate risks and opportunities);

• taking action to reduce and negate our climate impacts 
(decarbonisation); and

• using our position and voice to play a constructive role in 
building a roadmap aligned with the Paris Agreement 
(influence climate action).

We are committed to engaging with our stakeholders, and 
disclosing how we identify, assess and manage climate-related 
financial risks and opportunities using the recommendations of 
the Task Force on Climate-related Financial Disclosures (TCFD). 
This is the third year we have reported using the TCFD 
recommendations. 

We have continued work commenced in FY21 to develop a climate 
action plan aligned with the recommendations of the TCFD 
(outlined below). The purpose of this plan is to help us to respond 
effectively to the strategic implications of climate change 
(informed by scenario analysis) and strengthen our disclosures to 
meet stakeholder needs for relevant climate-related information.

Summary of our progress in aligning with the TCFD

TCFD theme Our progress

Governance

Disclose the organisation’s 
governance around climate-related 
risks and opportunities

• The Board oversees sustainability issues (including climate change) with the support of 
the Audit and Risk Committee.

• Accountability for overseeing the Group’s response to current and emerging environmental 
and social obligations, including in relation to risks and opportunities associated with 
climate change, sits with the management Sustainability Steering Committee.

Strategy

Disclose the actual and potential 
impacts of climate-related risks 
and opportunities on the 
organisation’s businesses, strategy, 
and financial planning where such 
information is material

• Climate-related risks and opportunities have been identified over the short term (0-2 
years) to long term (5-10 years).

• Scenario analysis has been further developed considering four plausible climate change 
scenarios, including a 2°C or lower scenario.

• This analysis has informed the development of a climate action plan focused on managing 
Coles’ material climate-related risks and opportunities.

Risk management

Disclose how the organisation 
identifies, assesses, and manages 
climate-related risks

• Climate change is considered a material risk for the Coles Group.

• Risk management processes for identifying, assessing and managing climate-related 
risks and opportunities are in place. 

Metrics and targets1

Disclose the metrics and targets 
used to assess and manage 
relevant climate-related risks and 
opportunities where such 
information is material

• Scope 1 and Scope 2 greenhouse gas emissions are disclosed, and Scope 3 emissions have 
been calculated.

• A Scope 3 target has been approved by the Board and submitted to the Science Based 
Targets Initiative for validation.

• Renewable electricity and waste diversion targets have been established.

1 Data and target performance will be available in our 2022 Sustainability Report.
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Governance
The Board oversees and approves the strategic direction of the 
Group and oversees the effectiveness of Coles’ sustainability and 
governance policies and practices, including exposure to climate 
change and other environmental and social risks and 
opportunities. 

The Audit and Risk Committee supports the Board in fulfilling its 
responsibilities including evaluating the adequacy and 
effectiveness of the Group’s identification and management of 
environmental and social sustainability risks and its disclosure of 
any material exposures to those risks including financial and non-
financial risks.

The Sustainability Steering Committee is a management 
committee and is responsible for overseeing Group-wide 
identification and response to sustainability risks and 
opportunities, including climate change. The committee reviews 
progress of Coles’ Sustainability Strategy (which supports 
delivery of the corporate strategy) and our Environment Policy 
against agreed performance measures, including targets relating 
to emissions reductions. It is chaired by the Chief Operations and 
Sustainability Officer, a member of the Executive Leadership 
Team reporting to the Chief Executive Officer. Its standing 
members are leaders from functions with key sustainability 
responsibilities including Risk and Compliance, Sustainability, 
Coles Own Brand, People and Culture, Marketing, Company 
Secretariat and Corporate Affairs. 

The Chair of the Sustainability Steering Committee provides 
regular updates to the Board and the Audit and Risk Committee 
on sustainability risks, issues, and progress against commitments. 
Standardised quarterly reporting, with performance monitoring 
against our sustainability commitments, including those relating 
to climate change, is also provided to the Board.

As climate change is recognised as having wide-ranging 
implications for our business, our goals for managing and 
mitigating climate-related risks are Group-wide. The Sustainability 
Steering Committee coordinates this response through a specific 
Climate Change Subcommittee that oversees Coles’ climate 
change response and reports to the Sustainability Steering 
Committee and its Chair. 

The Subcommittee is chaired by the General Manager 
Sustainability and Property Services and includes senior leaders 
from key functions within Coles, such as Finance, Strategy, Risk 
and Compliance, and Sustainability.

During FY22 the Board was presented with the scenario analysis 
work described below, informing its review of the corporate 
strategy. The Board reviews Coles’ corporate strategy annually 
which includes considering whether it is responsive to the future 
risks and opportunities arising from the low carbon transition.

Strategy 
Managing climate risks and opportunities 

This year we built on the initial scenario analysis work undertaken 
in FY21 and continued to analyse transition and physical climate-
related risks and opportunities relevant to our business. A 
physical climate risk assessment was undertaken incorporating a 
high-level assessment of Coles’ national portfolio and a ‘deep-
dive’ assessment of six sites. 

Scenario analysis

To enhance our management of climate-related risks and 
opportunities, we have further developed our scenario analysis 
work. The purpose of this analysis was to provide information on 
future climate scenarios, as well as climate-related commodity 
risks and opportunities. While scenario analysis is an important 
planning tool for Coles, there are inherent limitations with 
scenario analysis and scenarios do not constitute definitive 
outcomes or probabilities. It is difficult to predict which, if any, of 
the scenarios might eventuate and scenario analysis relies on 
assumptions that may or may not prove to be correct.

With the assistance of external experts, four plausible and 
divergent scenarios relevant to the Australian grocery and liquor 
industry were selected. These were aligned with the 
Intergovernmental Panel on Climate Change (IPCC) Shared 
Socioeconomic Pathway scenarios.

The future scenario narratives were developed around the two 
key themes identified as being likely to have the most impact and 
create the most uncertainty for our industry – high or low levels of 
‘government policy and intervention’ (domestically and globally) 
and ‘sustainable technology innovation and adoption’. 

Fifty-five core commodities covering around 60% of Coles’ 
revenue were assessed against both physical and transitional 
climate vulnerabilities. We subsequently undertook a ‘deep dive’ 
into 10 commodities with red meat and dairy, as well as 
international commodities (such as cocoa and coffee), assessed 
as being highly vulnerable to both physical and transition climate 
risks. This analysis informed the identification of actions to help 
mitigate risks in these categories of commodities, including 
forming long-term relationships with smaller suppliers and 
continuing to monitor supply availability, global commodity 
markets and emerging consumer trends.

Impacts and actions were considered for the short (0-2 years), 
medium (2-5 years) and long-term (5-10 years).

Next steps – climate action plan

Under each of the assessed scenarios (depicted above), climate change would impact areas of our business and our corporate strategy 
to varying levels. In response, we have identified three strategic objectives on which to focus our efforts to manage the material climate 
risks and opportunities identified across all four scenarios:

• reinforce a mindset and culture that actively considers the impact of climate change in key business decisions;

•  over time establish a more resilient and traceable supply chain (in material areas) that can anticipate and respond to climate-
related supply chain disruptions; and

• appropriately build awareness and promote sustainable environmental choices to increase customer trust and loyalty.

Climate-related risks 

We recognise within the next five to 10 years Coles is likely to be 
exposed to increasing climate-related risks and we must respond 
by developing, refining and implementing adaptation and 
mitigation actions.

Our assessment of climate-related risks includes transition risks and 
physical risks. Transition risks are risks associated with the 
transition to a net zero carbon economy and include heightened 
stakeholder expectations, policy, regulatory and legal changes, 
technological developments and increased insurance requirements. 
Physical risks include acute event driven weather impacts, for 
example increasing severity of extreme weather events and chronic 
long-term shifts in climate patterns. A description of Coles’ 
transition and physical risks is presented below, together with our 
management response. Many of these risks are also considered to 
be material business risks to Coles Group. 

Analysis of the risk exposures considered financial, reputational, 
health and safety, legal and regulatory, and operational 
consequences in the short-term (0-2 years) to long-term (5-10 years).

As set out below, consideration has been given to the potential for 
these transition risks and physical risks to create financial impacts 
to the Group. 

During FY22 the Group faced significant climate-related 
operational challenges, including floods in South Australia which 
significantly disrupted road and rail transport to Western Australia 
and the Northern Territory; and multiple major flood events in 
New South Wales and Queensland which also affected transport 
and resulted in some store closures. These events were managed 
through the Group Response Policy and Program, and contingency 
plans were executed to minimise the supply chain and retail 
operational impacts of these events. While these climate-related 
events are resulting in some operational disruptions in the short 
term, we currently do not anticipate any material short to medium 
term financial impacts.

Climate change scenarios

+1.8ºC world (SSP1–2.6) 

High government policy  
and high technological 
innovation

Key assumptions:

• International 
institutions, national 
governments and 
private sector 
collaborate to deliver 
sustainable change  
and democratise 
technologies 

• Consumer preferences 
shift – increasing 
adoption of sustainable 
products, support for 
new technologies and 
rejection of businesses 
seen as laggards

+2.7ºC world (SSP2–4.5) 

High government policy and 
low technological innovation

Key assumptions:

• Climate outlook is mixed

• Governments are  
largely committed to 
sustainability, but 
required technology 
remains either 
undeveloped or 
prohibitively expensive

+3.7ºC world (SSP3–7.0) 

Low government policy and 
high technological innovation

Key assumptions:

• Government direction 
and intervention 
minimal, with action 
falling to private sector

• Technology advances in 
silos and only marginal 
improvement in rate of 
environmental 
degradation

+4.4ºC world (SSP5–8.5)

Low government policy and 
low technological innovation

Key assumptions:

• Nations are de-
sensitised to global 
warming and post-
pandemic economic 
recovery is key focus 

• Public and private 
funding for sustainable 
innovation dries up  
and technological 
innovations remain 
unaffordable
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Consideration has also been given to the potential financial 
impacts of climate-related risks on the carrying value of goodwill 
through a qualitative review of the Group’s climate change risk 
assessment. This review did not identify any material financial 
reporting impacts. 

Transition risks

Changing stakeholder expectations of acceptable  
climate performance

Coles seeks to minimise the impact of its operations on the 
environment. We also recognise the expectations and preferences 
of our team members, customers, community, investors, and 
NGOs are shifting in relation to climate change and the 
environment. This includes enhanced expectations around 
minimising the impact of climate-related disruptions to our 
customers, improving energy efficiency, and reducing greenhouse 
gas emissions.

Potential financial impacts of not achieving acceptable climate 
performance include: decreased revenue due to reduced demand for 
goods and services, increased costs due to loss of team members or 
third parties with whom we do business, and loss in market share if 
we fail to respond to stakeholder expectations appropriately. 

Our response: one of the key focus areas of our Sustainability 
Strategy is Together to Zero to drive generational sustainability. 
This incorporates our ambition to deliver on Scope 1 and 2 
emission reduction targets. During FY22 Coles signed the last of 
the power purchase agreements needed to meet our target of 
having 100% renewable electricity by the end of FY25.

We have teams and processes in place to understand, monitor and 
respond to the concerns and expectations of key stakeholders and 
the community more broadly. We also have detailed governance 
arrangements to manage and monitor the development and the 
progress against sustainability goals and initiatives, including 
those related to climate change.

Changing policy, regulatory and legal requirements to decarbonise 
and manage climate risk

New and evolving climate-related regulations need ongoing 
assessment to determine the requirements for compliance, 
including whether additional implementation or operational costs 
are incurred, the risk of breaches or litigation, and process steps 
that need to be implemented to manage compliance. 

Changing regulations in existing and future markets may also 
negatively impact our business, including but not limited to, the 
introduction and/or expansion of trading taxes and barriers on 
high emissions such as carbon pricing. 

Potential financial impacts include: increased cost to comply with 
changing requirements, and costs associated with offsetting 
carbon-intensive operations or products. 

Our response: regulatory non-compliance is one of our material 
business risks and is managed with regards to the risk appetite 
statements and key risk indicators agreed by the Board. The Coles 
Compliance Framework, based on AS ISO 37301:2021 Compliance 
management systems – Guidelines, sets out the standards, 
requirements and accountability for managing regulatory 
compliance obligations across the Coles Group. We also monitor 
new and impending legislative and policy changes.

Pace of low emissions technology development and adoption

Decarbonising, or becoming more resilient to climate impacts, can 
be aided by technology. Risks occur when technology changes are 
slower than industry demand for those improvements; when 
technologies become rapidly outdated resulting in financial loss; 
or when there is a lack of people trained in the installation, 
operation, and maintenance of the technology, thereby restricting 
its adoption. 

Potential financial impacts include: write-offs or early retirement 
of existing assets, and increased costs associated with 
investments in technology research and development, and 
implementing and adapting to new technology. 

Our response: we regularly assess new technologies with the 
potential to advance how we mitigate or adapt to climate change. 
We do this through literature reviews, attending conferences, and 
assessing inbound requests from potential suppliers to review 
their products. Technologies are reviewed for their suitability for 
use within our operations and supply chain, prior to 
implementation. 

Coles is currently trialing a soil organic carbon monitoring 
technology with two meat producers. Through this trial the 
producers receive actionable insights into soil organic carbon 
levels, which has the potential to build climate resilience and 
support decarbonisation across our supply chain.

Decreased access to capital and insurance 

Banks and insurers may become increasingly reluctant to support 
businesses and operations with significant exposure to climate risk. 

Potential financial impacts include: increasing cost of finance and 
higher insurance premiums, or the unavailability of insurance for 
certain activities in specific high-risk areas.

Our response: Coles’ Sustainability Strategy (and associated 
metrics and targets) has facilitated access to the sustainable 
finance markets. Coles has established a total of $1.425 billion 
bilateral bank facilities in sustainability linked loan formats (SLLs). 
The SLLs draw a direct line between our sustainability 
performance and our cost of capital. Coles is incentivised through 
margin adjustments to achieve sustainability targets linked to 
Scope 1 and 2 emission reductions, waste and women in 
leadership. 

Coles transfers risk through the insurance market where it is 
competitive to do so and based on exposure to the balance sheet. 
Coles Captive Insurance is used as a mechanism to fund additional 
exposures that cannot be risk transferred to a certain extent. 

Physical risks

People safety and wellbeing (Coles team members and broader 
supply chain)

Increases in the frequency and intensity of extreme weather 
events, and changes in weather patterns, can lead to increasing 
health and safety risks to Coles team members, customers, and 
third-party suppliers and providers. This includes exposure to the 
risk of physical harm in the event of acute weather events; and 
adverse health and wellbeing impacts due to chronic changes to 
climate patterns. 

Potential financial impacts include: increased operational costs 
associated with implementing plans to reduce and mitigate the 
associated health and wellbeing impacts to our team members, 
customers, and third-party suppliers and providers; and disruptions 

to our operations and higher costs associated with employee leave, 
including disaster leave, absenteeism and/or turnover. 

Our response: health and safety is a material business risk and is 
managed with regards to the risk appetite statements and key risk 
indicators agreed by the Board. The Coles Health, Safety and Injury 
Management system (SafetyCARE) and the safety plans for each of 
our segments factor in the acute impacts (eg. bushfires) and 
chronic impacts (eg. heat fatigue) of climate change. These 
systems are supplemented by emergency management and Group 
Response Policy and Program, which sets out the governance 
arrangements, accountabilities and processes for crisis 
management and business continuity. This program was initiated 
on multiple occasions in FY22 as a result of East Coast floods to 
ensure the safety of our team, customers and supplier partners. 
Learnings from incidents and events, and opportunities for 
improvement, are identified and incorporated into our safety, 
emergency management and response plans and processes.

Food safety and quality

An increase in the frequency and severity of extreme weather 
events and long-term shifts in climate patterns, can lead to food 
safety and quality risks throughout the supply chain, including 
changing persistence and occurrence of pests and diseases, and 
lower than expected shelf-life for fresh produce.

Potential financial impacts include: reduced revenue and 
increased operating costs, along with potential harm to 
customers’ health and wellbeing, customer dissatisfaction and 
reputational damage.

Our response: product and food safety is a material business risk 
and is managed with regards to the risk appetite statements and 
key risk indicators agreed by the Board. Coles has a food safety 
governance program and a Product Safety Program in place which 
are overseen by an experienced technical team. Further 
information is available in the Risk Management section. Major 
food safety and quality issues are also managed through the 
Group Response Program.

Supply chain resilience

Our ability to procure, move and sell products domestically and 
internationally, can be adversely impacted by the occurrence of 
extreme weather events, and longer-term changes in weather 
patterns.

Potential financial impacts include: disruptions to transportation 
and logistics routes; and to the continuity of site, store, and 
distribution centre operations, and third-party operations, due to 
acute weather events. Chronic changes to weather patterns can 
adversely impact supplier productivity and result in increasing 
costs to operate (eg. due to changing production regions for fresh 
produce) and reduced revenues.

Our response: supply chain resilience is a material business risk 
and is managed with regards to the risk appetite statements and 
key risk indicators agreed by the Board. Our Group Response 
Program includes established processes to manage interruptions 
to our supply chain and delivery of goods to stores during extreme 
weather and business disruptive events. The operation of our 
program during FY22 flooding incidents saw sophisticated 
solutions being developed to overcome transport outages, 
including container shipping being used to transport ambient 
grocery products to Perth due to a protracted outage of the 
continental east-west rail link. Medium and longer-term supply 

security risks and mitigations are assessed on an ongoing basis as 
part of category planning. We also continue to analyse Coles’ 
supply chain resilience in key food categories including meat, dairy 
and seafood – this was informed in FY22 by the scenario analysis 
discussed above.

Asset integrity and continuity of operations

Acute and chronic weather events, such as the FY22 floods, can 
result in physical damage to assets and equipment as well as 
closure of stores and/or inability to access assets and equipment. 
There may also be more frequent and prolonged instances of 
power outages; and decreases in the efficiency, and increases in 
the disruption of, assets and equipment that are sensitive to 
climate (e.g. refrigeration units, heating and cooling). 

Potential financial impacts include: increased operating and capital 
costs, loss of sales, increased insurance premiums, and write-offs 
or impairment of assets.

Our response: crisis management, business continuity and 
emergency response plans are in place to mitigate potential 
disruptions. These plans are updated on a regular basis to take 
account of changing internal and external risks and conditions. 
Store design specifications consider their resilience in extreme 
conditions. We have an ongoing maintenance and asset 
replacement program aimed at progressively maintaining and 
replacing assets when required. 

Insurance arrangements are in place for property and business 
interruption (subject to policy terms, conditions and exclusions).

In FY22, we completed a physical climate change risk assessment 
that identified adaptation actions for Coles at both a strategic and 
asset level. The risk assessment was undertaken in two stages:

1)  Stage one – a high-level assessment of the physical climate 
risks which identified the highest risk geographic regions for 
Coles under different climate change scenarios. The 
assessment took into consideration climate hazards based on 
the regional geography and historic context. The results 
informed the site selection for the second stage.

2)  Stage two – six specific sites in high-risk exposure regions were 
further assessed through a ‘deep-dive’. The sites included a 
distribution centre and a store / area connected to the 
distribution centre, in three priority regions. The site level 
assessments were used to identify priority risks, and site-
specific adaption plans to address them. The priority risks 
included extreme heat, flooding, cyclones and storms, 
bushfires and humidity.

In FY23, we will continue to review the viability of adaptation 
actions identified in the FY22 assessment and will further develop 
our analysis of the physical climate risk exposure for Coles’ 
portfolio of stores and distribution centres. This further review will 
help inform the work necessary to reduce exposure to climate risk 
across the portfolio.

Climate-related opportunities

We have identified a number of opportunities for the Group 
associated with the transition to a net zero economy, including 
improved resource efficiency across our operations, supporting 
our suppliers to strengthen their climate resilience, and partnering 
with community organisations to reduce emissions and deliver 
positive environmental outcomes. 
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Resource efficiency and greenhouse gas reduction

We are continuing to increase our resource efficiency and reduce 
greenhouse gas emissions in areas over which we have control and 
influence. See discussion below in Metrics and Targets section.

Potential financial benefits include: reduced operating costs (e.g. 
through efficiency gains and cost reductions), increased 
production capacity, and benefits to the health and wellbeing of 
our team members, community and supply chain partners. 

Increased operational resilience, supply chain resilience and 
business continuity planning

We are seeking to build the resilience of our business, our 
community and our value chain against climate-related impacts, 
both physical and transitional.

In FY23, we will continue to review the physical climate risks 
exposure for our stores and distribution centres. This will build on 
the physical site assessment undertaken in FY22 and will help 
inform the work necessary to reduce exposure to climate risk 
across the portfolio.

We will also continue to support suppliers through grants for 
climate change adaptation and mitigation initiatives through the 
Coles Nurture Fund (further information about this grants program 
will be available in our 2022 Sustainability Report).

Potential financial benefits include: enhanced resilience of the 
supply chain and ability to operate in various conditions, and 
increased sales and revenue. 

Risk management

We apply an integrated Group-wide approach to the management 
of risk through the application of the Coles Risk Management 
Framework. 

Climate change has been identified and disclosed as a material risk 
to the Coles Group under our Risk Management Framework since 
FY19. Refer to the Risk Management section for further information 
on Coles’ material risks.

Climate change risk exposure, together with associated 
management plans, risk appetites and metrics, is reported to 
Group Executive, the Audit and Risk Committee, and the Board 
regularly during the year, along with the broader suite of material 
risks to the Coles Group. 

Climate change risk is supported by an underlying climate change 
risk and opportunity profile. This profile was developed in FY20 
and identifies transition and physical climate change risks and 
opportunities impacting the Coles Group, together with associated 
actions and management plans. These risks and opportunities are 
presented in the Strategy section above. 

In FY23, we will further integrate climate-related risks and 
opportunities as part of our risk management process to identify 
and assess the risks to business units and functional business 
plans and objectives.

Further information about Coles’ Risk Management Framework 
will be available in our 2022 Corporate Governance Statement. 

Metrics and targets

Decarbonisation

In FY21, we announced targets to reduce greenhouse gas 
emissions including the following commitments:

• to deliver net zero greenhouse gas emissions by 20502;

• for the entire Coles Group to be powered by 100% renewable 
electricity by the end of FY25; and

• to reduce combined Scope 1 and 2 greenhouse gas emissions 
by more than 75% by the end of FY30 (from a FY20 baseline).

Our main sources of Scope 1 (direct) emissions include emissions 
from refrigerant gases, natural gas and transport fuel, with a 
minimal contribution from stationary LPG and diesel for onsite 
back-up generators. 

Scope 2 (indirect) emissions are those associated with our 
electricity use and make up the bulk of our combined Scope 1 and 
2 emissions. 

Scope 3 emissions are indirect emissions (not included in Scope 2) 
that occur in our value chain and make up the bulk of Coles’ overall 
emissions profile. 

Emissions data will be available in our 2022 Sustainability Report.

Scope 1 and 2 emissions

We are continuing to increase our resource efficiency and reduce 
greenhouse gas emissions in areas over which we have control 
and influence. 

With respect to refrigeration management, we are increasing the 
use of natural refrigerant gases which have close to no global 
warming potential (GWP) compared with older synthetic refrigerant 
gases with high GWP. To reduce gas loss we have continued to invest 
in leak detection technology and our refrigeration pipe replacement 
program. We also have a number of energy efficiency initiatives in 
place across our stores and distribution centres, including doors on 
fridges and optimised lighting.

During the year we signed the last of the power purchase 
agreements needed to meet our renewable electricity target. The 
new renewable electricity agreements for large-scale generation 
certificate (LGC) agreements are with Lal Wind Farms, Neoen, 
Origin Energy, ACCIONA Energía, and ENGIE and will be sourced 
from renewable electricity generated at wind and solar farms 
across Victoria, New South Wales, South Australia and 
Queensland. The portfolio of generation assets includes several 
wind and solar farms which are under construction as well as 
existing sites such as Willogoleche Wind Farm in South Australia 
and Mt Gellibrand Wind Farm in Victoria.

Coles became the first Australian retailer to announce a renewable 
power purchase agreement in 2019 with global renewable power 
generation company MYTILINEOS, previously known as METKA EGN. In 
June 2021, Corowa Solar Farm in New South Wales became the first of 
three solar plants included in the agreement to be fully operational, 
with Junee and Wagga North following in December 2021.

2  At this point in time our commitment refers only to Coles’ Scope 1 and Scope 2 emissions.

Scope 3 emissions

As an organisation with an extensive supply chain there are a 
range of challenges related to measuring and reducing Scope 3 
emissions – namely, our reliance on supplier partners for relevant 
information, gaps in data, issues with data quality and our ability 
to influence suppliers’ operational and commercial practices. 
These are not challenges we can solve on our own and we 
recognise we will need to work together with our partners to 
reduce Scope 3 emissions. 

During FY22 we calculated a FY20 and FY21 inventory for Scope 3 
emissions covering the following Greenhouse Gas Protocol (GHG 
Protocol) categories3:

1. Purchased goods & services

2. Capital goods

3. Fuel & energy-related activities 

4. Upstream transportation & distribution

5. Waste generated in operations

6. Business travel

7. Employee commuting

12. End-of-life treatment of sold products

15. Investments & Joint Ventures

We subsequently proposed a Scope 3 target, which was approved 
by our Board in May 2022. We have submitted our target to the 
Science Based Targets Initiative (SBTi)4 for validation and at the 
time of publishing are awaiting the outcome. We will disclose the 
proposed Scope 3 target after it is validated. 

When calculating our Scope 3 emissions, we gained deeper insights 
into our high emitting supply chain categories. During FY22 we 
continued to partner with Integrity Ag and Environment to complete 
a lifecycle assessment on fresh beef to improve our understanding 
of its emissions profile. We are also currently participating in two 
feed additive trials to reduce methane emissions associated with 
beef farming. In addition, we partnered with farmers in Victoria and 
New South Wales to produce our certified carbon neutral beef 
range5. The Coles Finest Carbon Neutral Beef was launched in 
Victoria in April 2022 with the aim of launching nationally over time.

We understand food waste and packaging also contribute to 
emissions and will continue to focus on reducing food waste and 
packaging in our supply chain. We have set a target to divert 85% of 
solid waste from landfill by FY25 and are working towards a suite of 
packaging-related targets. In addition to waste and packaging, in 
coming years we will consider other ‘cross category levers’ (i.e. 
initiatives to target activities that occur across most supply chain 
categories) including transport, soil health and biodiversity and 
nature related impacts.

Disclosure on performance against our Together to Zero emissions 
and waste targets will be available in our 2022 Sustainability 
Report.

Influencing climate action

We are collaborating with industry and other stakeholders, 
as well as investing in knowledge and research, to identify 
decarbonisation pathways in support of the Paris 
Agreement’s goals. Our Chief Executive Officer is a founding 
member of the Australian Climate Leaders Coalition6 and 
Coles is a corporate member of the Carbon Market Institute7, 
with representatives participating in working groups and 
other forums. 

During FY22 we have:

• participated in a ‘deep dive’ working group, as part of the 
Australian Climate Leaders Coalition, focusing on 
mapping and reducing Scope 3 emissions with value 
chain partners;

• participated in the Australian Beef Sustainability 
Framework, an initiative of the Red Meat Advisory Council 
managed by Meat and Livestock Australia. We consider 
the framework the most appropriate way to address 
climate and environmental issues facing the beef industry 
(such as emissions reduction and deforestation) from a 
national and industry-wide perspective;

• partnered with the Great Barrier Reef Foundation. 
Through the 10-year, $10 million partnership, Coles will 
dedicate funds towards a number of innovative projects 
developing ‘blue carbon’ – the process of capturing and 
storing carbon in oceanic or coastal ecosystems such as 
mangroves, tidal marshes and seagrasses; and

• continued to partner with food rescue organisations 
SecondBite and Foodbank to divert edible, unsold food 
from landfill.

3  Consistent with guidance in the GHG Protocol, Category 8 - Upstream leased assets, Category 9 – Downstream transportation & distribution and Category 11 –  
Use of sold products are excluded from our Scope 3 emissions inventory. Category 10 - Processing of sold products, 13 – Downstream leased assets and 14 
- Franchises are not relevant to Coles Group.

4  The SBTi is a partnership between CDP, the United Nations Global Compact, World Resources Institute and the World Wide Fund for Nature. It provides an 
independent assessment and validation of net-zero science-based targets in line with a 1.5°C future.

5 Product is certified carbon neutral from paddock to shelf under Climate Active’s Carbon Neutral Standard and ranged in selected Victorian stores. 
6  An independent industry association helping business manage risks and capitalise on opportunities in the transition to a net-zero emissions economy –  

see https://carbonmarketinstitute.org/.
7  A group of cross-sectoral corporate CEOs supporting the Paris Agreement commitments and setting public decarbonisation targets –  

see https://www.climateleaders.org.au/. 
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Maria from Coles’ livestock team and Dane from Endhill Pty Ltd with state-of-the-art machinery which can harvest lucerne in the paddock and convert it to 
pellets for cattle. The pelletising machine was purchased with a $400,000 grant from the Coles Nurture Fund.


