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Metcash is Australia’s leading wholesale distribution and 
marketing company with sales of over $14 billion in FY19. 
We believe that it is important to Australia that there is a 
sustainable, independent, family‑owned business sector. 
Independent retailers support their local communities. 
We help them to be the ‘Best Store in Town’ by providing 
merchandising, operational and marketing support across 
our food, liquor and hardware pillars.

About Us

Food
In Food, we proudly support 
a network of over 1,600 
independently owned stores 
Australia‑wide, including the 
well known IGA and Foodland 
brands. Our retailer partners 
mix the charm, knowledge and 
convenience of a local store, 
with the quality and competitive 
prices of a national one. The stores 
we support sit at the heart of the 
local community, sourcing a range 
of the best products from local 
producers and contributing to the 
local economy.

Liquor
In Liquor, we are the largest 
supplier to independent liquor 
retailers and the largest 
broad range liquor wholesaler 
in Australia. Through our 
Independent Brands Australia 
(IBA) banner group, we support 
~2,700 stores across leading 
independent retail brands 
such as Cellarbrations, The 
Bottle‑O, IGA Liquor, Duncan’s, 
Thirsty Camel, Big Bargain 
and Porters Liquor.

Hardware
In Hardware, we support the 
largest independent hardware 
group in Australia and are a 
leader when it comes to servicing 
the Trade market. Under the 
Independent Hardware Group 
(IHG), we support the leading 
independent hardware brands 
Mitre 10 and Home Timber & 
Hardware along with Hardings, 
Thrifty‑Link Hardware and True 
Value Hardware; we supply more 
than 1,600 stores nationwide.

Our VisionChampioning 
Successful
Independents

Our Purpose

Our Pillars Our Values

We believe: 
Independence is worth fighting 
for; in treating our people, 
retailers and suppliers the way 
we like to be treated; and in 
giving back to the communities 
where we live and work.

Best Store in Town

Passionate about 
independents

A favourite place 
to work

Business partner 
of choice

Support thriving 
communities
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Chairman’s Report
Welcome to Metcash’s Annual Report 
for the year ended 30 April 2019. I am 
pleased to advise that the company 
delivered a solid set of financial results 
and continued to successfully execute 
its strategic initiatives.

The year also included detailing our 
plans under the new five-year MFuture 
program, which aims to deliver a 
pathway to sustainable growth with a 
balanced approach to revenue growth 
and cost out.

From a financial perspective, solid 
earnings and cash flows were delivered 
by our Pillars despite challenging 
market conditions, and we continue 
to be well positioned with a strong 
balance sheet. 

Underlying profit after tax for the 
year was $210.3m, down slightly on 
the prior year. From a shareholder 
perspective, underlying earnings per 
share increased 1.8% to 22.6 cents, 
reflecting the benefit of the $150m 
share buy-back in August last year. 

The Board determined to pay a final 
dividend of 7.0 cents per share, 
bringing total dividends for the year to 
13.5 cents per share – a 3.8% increase 
on the prior year.

Strategy update
The integration of Home Timber 
& Hardware (HTH) is now largely 
complete, with the delivery of further 
synergies in the year underpinning 
strong earnings growth in Hardware, 
despite softer construction activity. 
HTH has been a successful acquisition 
for both Metcash and the broader IHG 
retailer network. The network is now 
more competitive and stronger, and 
well positioned as the second-largest 
player in the market.

FY19 was the final year of our very 
successful Working Smarter program, 
which has helped offset the impact 
of inflation over the past three years. 
Total cost savings under the Working 
Smarter program were ~$125m, well 
above our initial ~$100m target.

We will continue to have a strong 
focus on costs under our new MFuture 
program, which we commenced at the 
start of FY20. Importantly, the new 
program also incorporates a strong 
focus on growing our top line, and 
includes significant investments to 
further improve the competitiveness 
of our Food, Liquor and Hardware 
retailer networks.

At our strategy day in March we 
detailed our MFuture growth initiatives, 
and the related capital investment, 
which we expect to be able to fund 
from internal sources. More detail on 
MFuture is contained in the CEO report 
and Pillar sections.

Appointment of new CEO Liquor
We were pleased to announce during 
the year the appointment of Chris 
Baddock as the new Chief Executive 
Officer (CEO) of the Liquor pillar. Chris’ 
appointment followed the completion 
of an extensive executive search 
for a successor to Scott Marshall 
following his appointment as CEO 
of Supermarkets & Convenience in 
March last year.

Chris has extensive experience in the 
Liquor market which includes a strong 
track record of delivering sustainable 
growth and working with independent 
retailers. We are delighted to have 
Chris join the leadership team.

I would like to make a special mention 
of Rod Pritchard, who has filled in as 
interim CEO of Liquor admirably from 
March last year. 

Remuneration 
This was the final year of our five-year 
remuneration transition which has 
seen a progressive increase in the 
executive ‘at risk’ component of Key 
Management Personnel (KMP) total 
reward. The Board determined that this 
was an appropriate time to undertake 
a further review of the structure of 
executive remuneration having regard 
to changes in market practice and 
feedback from our shareholders.

Commencing in FY20, changes will be 
made that create an even stronger link 
between executive and shareholder 
outcomes. These include the deferral 
of a component of any STI earned to be 
delivered as equity, and the expansion 
of our minimum shareholding policy 
to include KMP. Our KMP will now 
have the majority of ‘on target’, 
‘at risk’ remuneration delivered as 
deferred equity. 

While the salaries of certain key 
executives are below the peer group 
market median, no member of the 
Group leadership team was awarded 
an increase for the upcoming 
financial year.

Rob Murray, Chairman 

STI bonuses paid to KMP in respect 
of FY19 ranged from 47% to 62% of 
maximum, and there will be a 90% 
partial vesting of the FY17-19 LTI. 
This is the first time in 12 years an 
LTI has vested. 

The Board believes remuneration 
outcomes for the year are a fair 
reflection of the performance of 
Metcash, our businesses and 
management.

Last year I advised that we had made a 
significant improvement in gender pay 
parity, with the overall gap reducing to 
less than 2%. I am pleased to advise 
that we have again narrowed this gap, 
which at the end of FY19 was 1%. 

Our achievements in this important 
area were recognised earlier this year 
with Metcash receiving an ‘Employer 
of Choice’ citation from the Workplace 
Gender Equality Agency. 

Further detail on our remuneration 
structure and outcomes for FY19 can 
be found in our Remuneration Report 
commencing on page 46. 

Board update 
In June, we announced that Anne 
Brennan had notified the Board 
of her intention to step down as 
a non-executive director due to 
unforeseen and potential conflicts 
related to her other directorships. 
Anne will continue as a non-executive 
director through to our AGM in August, 
with appropriate protocols in place to 
address the potential conflicts. I would 
like to thank Anne for her contribution 
since joining the Board in March 
last year. 

We also announced in June that 
Fiona Balfour has decided not to 
stand for re-election at this year’s 
AGM following almost nine years as a 
non-executive director of Metcash. The 
Board sincerely thanks Fiona for her 
long-term contribution and service to 
Metcash, which has included providing 
invaluable insight and guidance 
as Chair of the People and Culture 
Committee since 2014. Helen Nash 
has been appointed Chair of the P&CC, 
replacing Fiona.

Peter Birtles and Wai Tang have been 
appointed as non-executive directors 
effective 1 August 2019. Both Peter and 
Wai bring a high level of relevant skills 
and experience to Metcash and we look 
forward to them joining us.

The Board has a strong interest in 
ensuring the company has the right 
culture and behavioral styles. It was 
pleasing to see the results of our 
annual employee survey showed 
further improvements in culture and 
behavior across the organisation. 

The survey also showed that the Board 
and Group leadership team have a 
constructive behavioral style within 
Metcash, which is important for driving 
change from the top.

The future
At the heart of our strategy continues 
to be the championing of our 
independent retailers. Our priority 
is the successful execution of our 
MFuture plans, which is being well 
supported by the quality, dedication 
and passion of our leadership team, 
the Board and our retailers.

While our markets remain challenging, 
we are encouraged by the confidence 
of our independent retailers in 
the future and their willingness to 
continue to invest in their stores. 
Together, we are improving the quality 
and competitiveness of our retailer 
networks across Supermarkets, 
Liquor and Hardware to underpin 
their ongoing success. 

Thanks
On behalf of the Board, I would 
like to thank all our people, the 
leadership team, our partner 
independent retailers and suppliers, 
and our shareholders for their 
ongoing support.

To my fellow directors, thank you 
for your support, commitment and 
significant contribution to Metcash 
over the past year. I am excited about 
our plans for the future and look 
forward to continuing to work together 
as a cohesive Board.

Rob Murray 
Chairman 

“At the heart of our 
strategy continues to be 
the championing of our 
independent retailers. 
Our priority is the successful 
execution of our MFuture 
plans, which is being well 
supported by the quality, 
dedication and passion of 
our leadership team, the 
Board and our retailers.”
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Strengthening

CEO’s Report
I am pleased to report that the Group delivered 
a solid financial result in highly competitive 
and challenging market conditions, while 
continuing to execute its strategic initiatives.

From a financial perspective, we 
reported an underlying profit after tax 
for the year of $210.3m. This included 
solid earnings in both our Food and 
Liquor pillars, and strong growth in 
the Hardware pillar due to additional 
synergies from the Home Timber 
& Hardware acquisition (HTH).

Underlying earnings per share 
increased 1.8% to 22.6 cents, 
reflecting the benefit of the $150m 
share buy-back in August last year.

Statutory profit after tax for the year 
was $192.8m. This compares to a loss 
in the prior year of $148.2m, which 
included a charge of $345.5m (post 
tax) related to the impairment of 
goodwill and other assets.

Importantly, our Pillars continued 
to generate solid cash flows, which 
together with our ongoing focus on 
working capital resulted in operating 
cash flow for the year of $244.9m. Our 
financial position remains strong, with 
net debt at the end of the financial 
year of $42.9m, which is a gearing 
ratio of 3.3%.

Operating performance 
The Group reported sales revenue 
(which now excludes charge-through 
sales due to the implementation of 
new accounting standard AASB 15) of 
$12.7bn, an increase of 1.8% on the 
prior year. Including charge-through 
sales, Group revenue increased 1.4% to 
$14.6bn with sales growth in the Food 
and Liquor pillars, partly offset by a 
small decline in Hardware.

Group EBIT declined 1.4% to $330.0m, 
with earnings growth in the Hardware 
and Liquor pillars being more than 
offset by a decline in the Food pillar 
and a higher Corporate expense. In 
the prior year, Corporate included the 
benefit from the reversal of a ~$10m 
provision against the NSW Distribution 
Centre hail insurance claim that was 
settled in FY18. 

Food
Supermarkets sales (including charge-
through sales) were down 0.5% to 
$7.24bn, with continued growth on the 
eastern seaboard offset by a decline in 
sales in Western Australia. 

There was some improvement in 
the still highly competitive market 
conditions, particularly in the second 
half of the year, which was evident in the 
reduction in price deflation for 2H19 to 
0.9%, from 1.3% in the first half. 

In Convenience, sales increased 4.4% to 
$1.56bn due to sales growth from major 
customers, increased tobacco sales and 
the addition of new customers.

Food EBIT was down $5.6m to $182.7m 
and includes ~$10m investment in 
MFuture growth initiatives. 

I am pleased with the confidence our 
retailers have shown in the future of 
our network by continuing to invest 
in their stores. This year we had a 
further 79 stores complete our Diamond 
Store Accelerator (DSA) store upgrade 
program, which brings total stores 
through the program to ~400 with 
average sales growth of ~10% from 
these stores. As part of MFuture, we 
have simplified the program which is 
expected to help accelerate its roll-out 
through the remainder of the network.

Jeff Adams, Group CEO

“I am encouraged by the 
confidence our retailers 
have shown in the 
future of our network 
by continuing to invest 
in their stores.”

Our Community Co private label range 
is now available in all IGA and Supa IGA 
stores nationally. The range has grown 
to 280 products, including a number 
of fresh items, and we are very pleased 
with how Community Co is being 
received by our retailers and their 
customers. We have plans to add more 
Community Co products to the range 
in the coming year. 

We opened the first of our new small 
format convenience stores. The store, 
located at Bondi, New South Wales 
is branded ‘The Fresh Pantry by IGA’, 
and is the first of our small format 
convenience store trials under the 
MFuture program. 

Liquor
In Liquor, total sales (including  
charge-through sales) increased 
5.6% to $3.67bn, reflecting continued 
growth in sales to the IBA bannered 
group and ALM wholesale customers. 
A high proportion of this growth is 
value driven related to the continuation 
of the ‘premiumisation’ trend to higher 
quality but lower consumption.

Warehouse sales to the IBA bannered 
network on a like-for-like basis 
increased 1.9%, supported by the 
ongoing investments to improve 
the quality of the store network and 
shopper experience. This is the sixth 
consecutive year of like-for-like sales 
growth, reflecting the strength of the 
IBA network.

Liquor EBIT increased 1.3% to 
$71.2m, with the implementation of 
the new accounting standard having a 
$1.9m negative impact on the year-on-
year movement. 

There were a further 81 stores 
refreshed and 110 cool rooms upgraded 
during the year. In total, we have 
completed ~330 refreshes and ~610 
upgraded cool rooms.

In private and exclusive label, the 
number of SKUs across our wine, beer 
and spirit categories increased to ~80; 
with private label sales continuing to 
grow, particularly in the wine category, 
which was up 20% on the prior year. 

Quality stores with localised ranges 
and personable and knowledgeable 
service is what differentiates our 
IBA network and provides us with a 
competitive advantage.

During the year we invested in, and 
mobilised, a dedicated ‘on-premise’ 
team which is delivering pleasing 
results. We have historically under-
indexed in ‘on-premise’ sales and our 
plans include targeting the significant 
opportunity in this segment through 
better leveraging our existing network 
and strengthening our alignment with 
key partners.

Hardware
In Hardware, total sales (including 
charge-through sales) declined 0.9% 
to $2.10bn. Sales were negatively 
impacted by the slowdown in 
construction activity, the closure of 
unprofitable company-owned stores, 
and the loss of a large HTH wholesale 
customer in Queensland. On a like-for-
like basis, total wholesale sales to the 
IHG banner group increased 2.3%, and 
retail sales through the IHG banner 
group increased 3.0%.

Hardware EBIT increased by $11.9m 
(17.2%) to $81.2m, reflecting additional 
synergy benefits in the year from the 
HTH acquisition and the benefit from 
the closure or sale of unprofitable 
company-owned stores. 

retailer networksour
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“The potential capital 
investment in MFuture 
will be ~$300m over the 
five-year period.”

CEO’s Report 
continued
We accelerated Hardware’s successful 
Sapphire store upgrade program 
during the year with a further 30 
stores upgraded in FY19. We now have 
60 network stores that have been 
through the program and have plans to 
upgrade a further 140 by 2022. These 
stores have delivered an average retail 
sales improvement of over 15%. We 
also made good progress on our digital 
initiatives such as Truck Tracker and 
Trade Plus that support our strong 
Trade business.

We continue to be excited about 
the growth opportunities with our 
Hardings plumbing business and are 
making good progress with its roll-out 
in New South Wales and Tasmania. 
The first new store-in-store design 
studio is under construction in 
Tooronga, Victoria.

MFuture 
Our MFuture program is now underway 
which, as the Chairman outlined, has 
a balanced approach to both revenue 
growth and cost savings. 

From a revenue perspective, we will be 
investing to drive growth across our 
Food, Liquor and Hardware pillars.

In Food, we are focusing on ensuring 
our store footprint positions us to 
capitalise on the market trend to 
local and convenience shopping. This 
includes a strong focus on our retail 
brands, including having the right 
brand and offer by format and location. 

In Liquor, the national expansion of our 
Porters Liquor brand and growth in 
the private and exclusive label range is 
aimed at further capturing the trend to 
higher value products. Our initiatives 
also include growing our share of 
the ‘on-premise’ market, and we are 
accelerating our digital capability 
and trialing corporate retail stores.

In Hardware, we will focus on 
leveraging our extensive IHG network 
through our ‘Whole of House’ strategy 
to grow our proportion of sales in the 
construction of a house. 

We are also accelerating the successful 
Sapphire store upgrade program 
and expanding our market-leading 
digital offer.

From a cost perspective, MFuture takes 
over from our successful Working 
Smarter program and we aim to offset 
the impact of inflation over the next 
five years. We have already identified 
initial savings of around $50m over 
FY20 and FY21.

We have estimated that the potential 
capital investment in MFuture will be 
approximately $300m over the five-
year period. 

In recognition of the strategic 
importance of our growth agenda, a 
new position was created in the Group 
leadership team to ensure MFuture is 
driven at the most senior executive 
level. We were pleased to have Matt 
Havens join us in April this year as 
Chief Strategy and Transformation 
Officer. Matt has extensive domestic 
and international experience in 
this area.

Safety
The safety of our people and those 
we engage with is paramount at 
Metcash, and pleasingly we made good 
progress in the year towards our ‘Zero 
Harm’ target.

Adoption of the ICAM incident 
investigation methodology has 
helped add further discipline to our 
investigation process and deliver 
more robust corrective actions. We 
also introduced a ‘Making Safety 
Simple’ campaign which is focused 
on education and awareness.

These helped deliver improvements 
in both our key safety measures in 
FY19. The Lost Time Injury Frequency 
Rate (LTIFR) declined by 36.3% to 
7.59, and the Total Recordable Injury 
Frequency Rate (TRIFR) reduced by 
12.4% to 32.15.

While we are pleased with these 
improvements there is still a long 
way to go to reach our ‘Zero Harm’ 
target. Safety is at the highest level 
in terms of our priorities and we have 
good plans in place to drive further 
improvement in FY20. 

Outlook
In Supermarkets, there has been a 
continued improvement in the sales 
trajectory of wholesale sales (excluding 
tobacco) through the first seven weeks 
of FY20.

As announced, Metcash has entered 
into a five-year supply agreement 
with Drakes Supermarkets in 
Queensland. Metcash, however, 
expects to cease supplying Drakes 
Supermarkets in South Australia once 
their new distribution centre becomes 
operational (expected to be 30 
September 2019). 

Supermarkets will continue to invest in 
growth initiatives through the MFuture 
program and expects related operating 
expenditure in FY20 to be in line with 
that incurred in FY19. The contribution 
to Supermarkets EBIT from the 
resolution of onerous lease obligations 
in FY20 is expected to be significantly 
lower than that reported in FY19. Cost 
savings through the MFuture program 
in FY20 are expected to help offset 
inflation in the Food pillar.

In Liquor, continuation of the 
‘premiumisation’ consumption trend 
is expected to be the key driver of 
market growth in FY20. The business 
is continuing to focus on key MFuture 
initiatives including building and 
improving the quality of its IBA 
network, growing its share of the ‘on-
premise’ market, the trial of corporate 
stores, expanding private label and the 
roll-out of Porters Liquor.

In Hardware, sales through the first 
seven weeks of FY20 are lower than 
the corresponding prior year period, 
reflecting the loss of a major customer 
in Queensland in the first half and 
a slowdown in trade sales. It is too 
early to say whether the changes in 
the economic environment for the 
residential housing sector will feed 
into construction and DIY activity in 
FY20, however there appears to be an 
improvement in the level of confidence 
in the network post the election. 
Additional cost savings are expected 
to help mitigate the adverse impact of 
any further slowdown in construction 
activity in FY20. 

Thanks
I would like to sincerely thank our 
independent retailers and suppliers, 
and the Metcash team and Board for 
their support and encouragement 
throughout the year. We remain 
focused on championing our 
independent retailers; and together 
we are looking forward to further 
strengthening their competitiveness 
through the MFuture program,  
which I believe will underpin their  
ongoing success. 

Jeff Adams 
Group CEO

08 Metcash Annual Report 2019 09



Alignment with 
our retailer and 

supplier partners 
on what will be 

delivered

Retailer support 
for our strategic 

direction

Experienced and 
tailored teams

A history of 
successful cost-
out programs

Our Strategy

Delivering a pathway to sustainable growth 

HardwareFood
• Acceleration of 

Sapphire program

• ‘Whole of House’ strategy 

• Roll-out of Hardings 
Plumbing and Tait flooring 
across the network

• Accelerated roll-out of 
digital capability

• Clear brand strategy 
by store format

– Appropriate range 
and pricing 

– Small format store pilot

• Delivered through 
acceleration 
of DSA program

Key initiativesOur Five-Year Vision

Liquor
• Grow share of 

‘on-premise’ market

• National roll-out of 
Porters Liquor

• Corporate store trial

• Accelerate digital capability

A balanced approach to revenue growth and cost out
• Accelerating successful current initiatives 

• Following the shopper into new growth initiatives 

• Improving our infrastructure to enable simpler and 
cheaper processes

• Ensuring we have a sustainable cost base into the future

Improved competitiveness for our retailer networks
• Product range

• Service

• Price

• Location

Matching store formats to customer shopping missions
• Trial of new formats and ownership models

Our Strategy is underpinned by
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Financial Highlights
A strong financial position

Five-Year review
Financial Performance 2019 2018 2017 2016 2015

Sales revenue1 ($m)  12,660.3  12,442.2  12,293.0  11,716.5 11,604.2
Underlying EBIT2 ($m)  330.0 334.6 304.8 286.7 310.6

Finance costs, net ($m) (28.9) (26.4) (33.6) (38.3) (68.4)

Underlying profit after tax2 ($m) 210.3 216. 9 194.8 178.3 173.6

Reported profit/(loss) after tax2 ($m) 192.8 (148.2) 171.9 216.5 (384.2)

Operating cash flows ($m) 244.9 276.3 304.6 165.8 231.7

Cash realisation ratio (%) 92% 101% 118% 70% 97%

Financial Position

Shareholders’ equity2 ($m)  1,250.1  1,334.2  1,583.2 1,369.1 1,156.6
Net debt/(cash) ($m) 42.9 (42.8) 80.8 275.5 667.8

Gearing ratio (%) 3.3% – 4.7% 16.8% 36.6%

Return on funds employed (%) 27.7% 24.4% 19.0% 17.2% 15.1%

Share Statistics

Fully paid ordinary shares 909.3 975.6 975.6 928.4 928.4
Weighted average ordinary shares 928.6 975.6 958.8 928.4 907.0

Underlying earnings per share2 (cents) 22.6 22.2 20.3 19.2 19.1

Reported earnings/(loss) per share2 
(cents)

20.8 (15.2) 17.9 23.3 (42.4)

Dividends declared per share (cents) 13.5 13.0 4.5 – 6.5

Dividend payout ratio (%) 60% 59% 22% – 34%

Share Statistics

Number of employees 6,378 6,378 6,708 5,807 6,398
(full-time equivalents)

1. Sales revenue has been adjusted to reflect the new Accounting Standard AASB 15 in all reporting periods.
2. EBIT, Profit after tax, Shareholders’ equity and EPS have been adjusted to reflect AASB 15 in FY19 and FY18. There have been no adjustments to earlier reporting periods.
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$210.3m$12,660.3m

$330m
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Group Sales Revenue
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Operating Cash Flows

$210.3m
Underlying Profit After Tax
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Food

In Supermarkets, we proudly support a network of 
over 1,600 independently-owned stores Australia-
wide, including the well known IGA and Foodland 
brands. In our Convenience business, we provide a ‘one 
wholesaler solution’ for more than 90,000 customers 
nationwide, including forecourt retail, convenience 
businesses, small coffee shops, fresh food outlets, 
and restaurants. Your local store

No two independent stores in our 
network are alike, from the products 
they sell to the charities and 
organisations they support and the 
local people who work there. They 
sit at the heart of their communities, 
perfectly tailored for the locals.

Our retailers mix the charm, knowledge 
and convenience of a local store with 
the quality and competitive prices 
of a national one. Being part of a 
network of 1,600 stores means that 
we can offer everyday low prices on 
the products that matter most to 
customers. It is these attributes that 
create a point of difference for our 
retailers that local communities value.

Our independent retailers are active 
in their communities and support a 
variety of local charities, sporting 
clubs, schools and other initiatives 
via our Community Chest program. 

Local communities also benefit 
through contributions to Community 
Chest from the sales of our Community 
Co private label range, while delivering 
great value to customers. Community 
Co has continued to expand its taste-
tested quality range since its launch in 
FY17 and is now available in all IGA and 
Supa IGA stores nationally. A further 
100 products were added to the range 
during the year including a number of 
fresh items. We now have around 280 
products in the range and expect to 
grow this to around 750.

Community Co has been awarded 
15 Product of the Year Awards since 
its launch, including 10 in FY19. The 
range has been well received by both 
retailers and shoppers and has grown 
to represent approximately $100m of 
sales on an annualised basis. 

FY19 sales and earnings
Total Food sales (including charge-
through sales) increased 0.3% 
to $8.79bn. Supermarkets sales 
(including charge-through sales) were 
down 0.5% to $7.24bn, with continued 
growth on the eastern seaboard again 
being offset by a decline in sales in 
Western Australia; albeit there was an 
improvement in the sales trajectory in 
Western Australia. There was also an 
improvement in the sales trajectory 
of retail sales across our IGA network, 
with LfL1 sales down 0.5% compared 
to a decline of 0.9% in the prior 
comparative year. Convenience sales 
increased 4.4% to $1.56bn reflecting 
sales growth from major customers, 
increased tobacco sales and the 
addition of new customers.

Food EBIT decreased 3.0% to 
$182.7m. A decline in wholesale sales 
(excluding tobacco) and an investment 
in MFuture growth initiatives of ~$10m 
were partly offset by an incremental 
contribution from the resolution of 
onerous lease obligations and higher 
joint venture earnings.

IGA branded stores comprise 1,385 
of our retailer network, proudly 
supported by five major distribution 
centres and smaller regional centres.

IGA national network of stores

Major Distribution Centre

WA
236 SA

214

QLD
255

NSW
329VIC

351

1 Scan data from 1,118 IGA stores

Since its launch in 2017, 
Community Co has been 
awarded 15 Product 
of the Year Awards, 
including 10 in FY19.

New DSA store – Romeo’s Foodland, Rundle Mall, Adelaide, SA
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Food continued

MFuture growth initiatives 
Our successful Working Smarter 
program has been an important 
contributor to earnings over the past 
three years in an environment of 
intense competition, price deflation 
and weak economic conditions in 
Western Australia. FY20 represents 
the start of the next five-year 
phase of our strategy which is 
designed to further improve the 
competitiveness of our independent 
retailers and drive sales growth, as 
well as simplify our operations and 
deliver cost efficiencies. 

At the core of our strategy is ensuring 
we follow the global shopper trend 
to smaller and more frequent local 
shopping and the delivery of a 
personalised experience. We are 
uniquely positioned to leverage this 
trend through our extensive network of 
large, medium and small supermarkets 
in convenient locations run by 
passionate independent retailers.

At the centre of our strategy is a 
redesign of our brands based on 
the shopper mission, store size and 
retail offer. Our network will have a 
range of IGA endorsed brands, each 
with a differentiated product range 
and consistent store standards. They 
will also have competitive everyday 
pricing and unmatched local service.

The new brand strategy will be 
delivered largely through acceleration 
of our Diamond Store Accelerator 
(DSA) program. Store upgrades will be 
linked to ensuring each store has the 
right brand by format and location, 
as well as the right range, pricing and 
shopper experience. As at the end 
of FY19, ~400 stores had completed 
the DSA program and a further ~500 
network stores have been identified as 
potentially suitable for the program. 
The process for retailers to participate 
in the program has been simplified to 
help accelerate its roll-out through 
the network. 

Our Supermarkets business is well 
positioned to capitalise on the global 
trend to small format convenience 
stores with our network having 
approximately 500 IGA Xpress and 
small IGA stores situated in easy to 
access convenient locations. Our 
current focus is on ensuring we get the 
offer right for this store format and 
we are in the process of undertaking 
a 10-store trial to test the concept in 
different market demographics. The 
first trial store opened in May this 
year at Bondi, New South Wales under 
the brand ‘The Fresh Pantry by IGA’. 
This next generation of small format 
stores will have a strong focus on fresh 
products including meal solutions, 
while also catering for customers 
who want to do a full shop. They 
operate under a low cost operating 
model that enables more competitive 
pricing for shoppers. 

Our key growth initiatives have been 
endorsed by the representative body 
of our independent retailers. This is 
an important step in the successful 
execution of our growth strategy for 
the next five years. 

There is renewed confidence across 
our independent retailers and this 
is driving increased investment 
through both store upgrades and 
the establishment of new stores. 
This, together with the support and 
passion from Metcash, is expected to 
further improve the competitiveness 
of our retailers and underpin their 
ongoing success. 

DSA store – Romeo’s IGA Food hall, Summer Hill, NSW

New DSA store – Ritchie’s IGA, Rowville, VIC

We are uniquely 
positioned to leverage 
the global shopper trend 
to smaller and more 
frequent shopping.
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Liquor
We are the largest supplier of liquor to independently 
owned liquor retailers in Australia and the largest 
broad range liquor wholesaler in Australia. Through 
our Independent Brands Australia division we supply 
around 2,700 liquor retail outlets and we supply over 
12,000 liquor customers from our Australian Liquor 
Markets division.

Independent Brands Australia (IBA) 
The IBA network includes a stable 
of strong national brands, including 
Cellarbrations, The Bottle-O, IGA 
Liquor, Duncan’s, Liquor @, Thirsty 
Camel, Big Bargain and Porters 
Liquor. It is the second-largest 
network of liquor retail outlets in 
Australia with approximately 2,700 
stores. We support IBA bannered 
retailers through a framework 
that offers national buying power, 
marketing support, shopper-focused 
promotional programs and network 
investment to provide the ‘Best Store 
in Town’. 

Our IBA network is well positioned 
to meet current shopper trends 
with local and convenient store 
locations, tailored ranges and 
marketing programs.

The IBA retail network has grown 
to represent approximately 55% 
of total sales in the Liquor pillar.

Australian Liquor Marketers (ALM)
ALM supplies over 12,000 liquor 
customers. In addition to supplying 
liquor stores, ALM incorporates a 
specialist on-premise liquor division 
that supports bars, pubs, restaurants 
and hotels. It also provides a similar 
supply service in New Zealand via 
the Tasman Liquor Company.

Through our network of 14 
distribution centres located 
in each State and Territory in 
Australia, and in New Zealand, we 
support independent businesses 
with a competitively priced and 
extensive liquor range, delivered 
through our cost effective and 
efficient supply chain.

WA
134 SA

87

QLD
252

NSW
323

VIC
565

TAS
101

NT
25

IBA national network of stores

Distribution Centres

Our IBA retail network consists 
of ~1,600 Tier 1 bannered stores 
across Australia and New Zealand.

NZ
116

FY19 sales and earnings
Total Liquor sales (including charge-
through sales) increased 5.6% to 
$3.67bn, reflecting continued sales 
growth in the IBA bannered group 
and ALM wholesale customers. A 
high proportion of this growth is 
value driven related to continuation 
of the ‘premiumisation’ trend to 
higher quality but less consumption. 
Warehouse sales to the IBA bannered 
network on a LfL1 basis increased 1.9%, 
supported by the ongoing investments 
to improve the quality of the store 
network and shopper experience.

Liquor EBIT increased 1.3% to $71.2m 
and includes a negative impact of 
$1.9m on the year-on-year movement 
arising from the implementation of the 
new accounting standard AASB 15.

1 Scan data from 1,163 stores we supply (branded and unbranded).

Store refresh – Cellarbrations at Foxxys, Kilmore, VIC

$3.67bn
Liquor sales increased 5.6% to
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MFuture growth initiatives 
We are continuing to progress 
current initiatives designed to 
deliver ‘The Best Store in Town’ for 
our retailers. This includes ongoing 
investment to improve the quality of 
the IBA store network and shopper 
experience through further store 
refreshes and cool room upgrades, as 
well as ensuring our product ranges 
meet changing consumption trends 
and local tastes. 

Our support to IBA independent 
retailers includes providing 
promotional programs to ensure they 
remain competitive. In June 2019 we 
began working with Complexica to 
incorporate artificial intelligence (AI) 
into our promotion planning. 

This technology helps to further 
improve the planning and analysis 
of our retail promotional campaigns, 
as well as predict and optimise their 
effectiveness at a product, category 
and location level. The use of this 
technology will enable us to provide 
more tailored promotional campaigns 
to ensure our independent retailers 
are delivering the offers that their 
customers want.

We remain focused on growing 
our ‘award winning’ private and 
exclusive label ranges, and now have 
approximately 80 products across the 
wine, beer and spirit categories with 
potential to further expand the range. 
We have a strong focus on growing the 
wine category which now represents 
85% of total private and exclusive 
label sales. The quality of the private 
and exclusive label wines has been 
recognised widely with over 50 awards 
received in FY19.

To support our growth in the higher-
value segment we acquired the well 
known premium brand Porters Liquor 
in 2017. We commenced a roll-out of 
Porters following the completion of a 
branding review and the establishment 
of an expansion model in FY18. We 
expect to grow the network from 
21 stores in New South Wales to 
approximately 100 stores nationally 
over the next few years. 

Our most recent Porters store was 
opened at North Narrabeen, New 
South Wales in April this year, and 
our first Porters store in Victoria is 
planned to open at Moonee Ponds at 
the end of July 2019.

Our growth strategy includes a 
renewed focus on increasing our share 
of the ‘on-premise’ liquor market. 
Historically we have under-indexed in 
‘on-premise’ sales and this provides a 
significant growth opportunity. 

Liquor continued

We remain focused on 
growing our ‘award 
winning’ private and 
exclusive label ranges, and 
have approximately 80 
products across the wine, 
beer and spirit categories 
with potential to further 
expand the range. 

New store refresh – IGA Liquor, Strathfieldsaye, VIC

Our strategy includes strengthening 
our alignment between key partners, 
better leveraging our existing network 
and investing in a dedicated ‘on-
premise’ team.

We have commenced trialing 
corporate stores with the potential 
to establish a portfolio of ‘best in 
class’ company-owned stores. These 
stores provide a platform to ‘test and 
learn’ new retail concepts, thereby 
helping to provide confidence and 
support to our retailers when rolling 
out new programs across the network. 
The 10-store trial is expected to be 
completed by the end of FY20.

New Porters Liquor - part of the New South Wales brand roll-out
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Hardware
Metcash’s Independent Hardware Group (IHG) 
is the largest independent hardware group 
in Australia, and a leader when it comes to 
servicing the Trade market.

Mitre 10 is the ‘mighty helpful’ hardware 
store and the largest independent network 
of hardware operators with over 300 stores, 
located in metro and regional areas, across 
Australia. Mitre 10’s Trade customers include 
national residential builders through to the 
local handyman – with the right service and 
products to help tradies ‘get in, get out and 
get on with it’. 

Home Timber & Hardware also has a 
national footprint of approximately 
180 stores with a strong Trade focus, 
highlighted by its ‘Go Where the 
Tradies Go’ brand essence. 

In addition to the Mitre 10 and Home 
Timber & Hardware brands, IHG 
supports independent operators under 
the small format convenience banners 
Thrifty-Link Hardware and True Value 
Hardware, as well as a number of 
unbannered independent operators. 
IHG also includes a full bathroom and 
kitchen appliance offer through the 
wholly owned Hardings business. 

IHG is Australia’s largest home 
improvement wholesaler supplying 
more than 1,600 stores nationwide. 
These stores cater to a broad range of 
Trade and DIY customers and range 
from large format warehouses to 
convenience operations and Trade 
centres, as well as frame and truss 
sites in two States.

The culture of IHG is built on being 
a low cost and transparent business 
partner to our members, with an 
unwavering commitment to protect 
and grow a sustainable independent 
hardware sector for the long term. 

New Sapphire store – Hume & Iser Mitre 10, Bendigo, VIC

FY19 sales and earnings
Hardware sales (including charge-
through sales) declined 0.9% to 
$2.10bn. Sales were negatively 
impacted by the slowdown in 
construction activity, the closure of 
unprofitable company-owned stores, 
and the loss of a large HTH wholesale 
customer in Queensland. Total LfL 
wholesale sales to the IHG banner 
group1 increased 2.3%, supported 
by MFuture initiatives, including the 
Sapphire store upgrade program. 
Retail sales through the IHG banner 
group increased 3.0% on a LfL2 basis. 

Hardware EBIT increased by $11.9m or 
17.2% to $81.2m, reflecting additional 
synergy benefits in the year from the 
HTH acquisition and the benefit from 
the closure or sale of unprofitable 
company-owned stores.

1 Includes sales to independent retailers and company-owned stores.
2 LfL sales growth based on a sample of 171 network stores that provide scan data.

Mitre 10 and True Value

HTH and related brands

Distribution centres

1

1

1

4

53

82

88

30

30 43 2

22

107

79

74

56

During 2019, Mitre 10 
achieves a significant 
milestone – its 60th 
anniversary since 
establishment in 1959.

 IHG national network of stores

17.2%
increase in 

Hardware earnings
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MFuture growth initiatives
We are pleased with the progress of 
our Sapphire store upgrade program 
which has delivered average sales 
growth of over 15% for the 60 stores 
that have completed the program to 
date. Our MFuture program includes 
accelerating the roll-out of this 
program to enable a further 140 stores 
to be upgraded by 2022. 

Under the Sapphire program stores 
are modernised to keep them leading 
edge and shopper friendly, including 
having a colour centre at the front of 
the store and a well positioned helpful 
hub with kiosk and digital facilities. The 
upgraded stores include a core range 
of products across the key categories 
of fasteners, hand tools, power tools, 
paint and cement. 

The Sapphire program is being rolled 
out across a mix of store formats 
including small DIY, mixed Trade and 
DIY, and our new Trade Only stores. 
Our Trade Only stores are located 
and set up to provide convenience for 
Trade customers with the primary aim 
of allowing them to ‘get in and get out’ 
as quickly as possible. We now have 
11 Trade Only stores and expect to 
increase this to 40 stores by 2022. 

Our MFuture growth initiatives include 
leveraging IHG’s extensive retail 
network to increase our participation 
in the supply of a greater range of 
products in the building of a house, 
where historically this has focused on 
the supply of timber and fasteners. We 
have identified opportunities to expand 
supply through our ‘Whole of House’ 
strategy, potentially up to 70% of a 
house build.

Our plans include participating in 
each stage of building a house, from 
the foundations through to frame and 
truss, lock-up, fixing and finally the 
fit-out. We are now able to participate 
in frame and truss construction in 
every State, and we are rolling out 
our quality Hardings Plumbing range 
across the IHG network. We have also 
established alliances to participate 
in other areas including the supply 
and installation of plasterboard and 
insulation, and the supply of appliances 
and kitchens. 

We currently have 92 corporate or 
joint venture stores in the IHG network 
and expect to add more stores as part 
of our MFuture plans. These stores 
help underpin independent retailer 
confidence by enabling the trial and 
testing of new concepts, as well as 
providing an exit route for independent 
retailers without a succession plan for 
their business.

We continue to invest in our leading 
digital offer and now have over 400 
network stores that have adopted 
our ‘Click & Collect’ program. ‘Click 
& Collect’ sales are proving popular 
with DIY customers and are growing 
strongly, albeit from a low base. We are 
now rolling out the program to our HTH 
retailers and believe ‘Click & Collect’ 
sales could reach around 5% of total 
IHG sales within the next few years.

Our digital offer focused on assisting 
Trade customers is also increasing 
strongly in take-up. The offer includes 
our ‘Truck Tracker’ app, which 
enables customers to monitor their 
delivery, including when it will arrive 
on site. Further investment in digital 
technology is planned to ensure we 
continue to provide the best possible 
service for our customers.Hardware continued

Our Trade Only stores 
are located and set up to 
provide convenience for 
Trade customers, with the 
primary aim of allowing 
them to ‘get in and get out’ 
as quickly as possible.

 New Sapphire store – Tait Mitre 10, Mount Waverley, VIC

New Sapphire store - Versatile Mitre 10, Perth, WA

Hardings roll-out across the IHG network
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Corporate Social Responsibility

Being a responsible corporate citizen is 
fundamental to our operating principles and a 
key foundation to our business strategy. This 
year we made further progress with our social 
and environment practices – particularly in 
community support, reducing the gender pay 
gap, safety and energy usage.

Community and charities 
Our extensive network of 
independent retailers across Australia 
means we are a key contributor to local 
communities. No two communities 
are the same, and we believe our 
ability to build and foster relationships 
within each community, and tailor 
our support to specific communities, 
is what sets us apart. 

The IGA Community Chest Fund 
(IGA CCF) has helped to support local 
communities for over 30 years. This 
year we supported more than 1,600 
local community groups, schools and 
sporting clubs as well as local and 
national charities. A total of $3.5m 
of donations were made this year, 
bringing total donations since inception 
of the fund to approximately $85m. 

Through the IGA CCF, we continue 
to support the McGrath Foundation, 
St Vincent de Paul (Vinnies) and the 
Special Olympics Australia. Other 
recipients of charitable donations 
included the Lord Mayor’s Charitable 
Trust, Guide Dogs Queensland, 
the Olivia Newton John Cancer 
Wellness Centre, the Humpty Dumpty 
Foundation and the Special Children’s 
Christmas Party.

In 2019 we celebrated 10 years of  
partnership with the McGrath 
Foundation, and over this period we 
have helped fund three specialist breast 
care nurses in regional Australia. 

Special Olympics Australia is a charity 
close to our hearts and one which 
we have supported for 28 years. 
IGA was a Gold Partner for the 2019 
Special Olympics and contributed 
approximately $300,000 to help fulfil 
the dreams of our competitors at the 
Summer Games held in Abu Dhabi.

Metcash staff participated in the 
annual Vinnies CEO Sleepout held at 
various venues across Australia and, 
together with additional Community 
Chest support, raised over $300,000 
to help provide shelter and support 
services to those in need.

Through our Community Chest fund 
we also delivered financial support to 
Drought Angels to support the many 
people hit hard by the devastating 
drought across the eastern States 
of Australia.

In October 2018, we supported dairy 
farmers through the sale of our 
Community Co fresh milk sold in IGA 
stores in New South Wales, Victoria 
and Queensland.

Donations of 12 cents for 2-litre varieties 
and 17 cents for 3-litre varieties were 
allocated directly to drought-affected 
farmers in those States via our IGA 
CCF. Metcash did not participate in 
the $1 per litre milk offer due to the 
negative impact this has had on farming 
communities and the supply chain. 

Our support of the 
Stephanie Alexander 
Kitchen Garden Foundation 
has provided hundreds 
of school children with 
the opportunity to grow, 
harvest and cook fresh, 
healthy produce.

Food donation and food waste 
Every year Metcash and our independent 
retail network donates food and non-
food items to Foodbank and Oz Harvest. 
This year over 420,000 kilograms 
of food and non-food items from our 
distribution centres and store network 
were donated and distributed to people 
in need. 

This year we also worked with the 
Food For Change Foundation to trial 
a new local community food rescue 
and donation program. The primary 
aim of this partnership is to link local 
retailers with local charities to ensure 
that available food is rescued from 
landfill and instead provided to those in 
need in the local community. Through 
the Food For Change Foundation and 
our Corporate stores we facilitated 
the provision of over 28,000 meals 
to locals in need. 

During the year Metcash was awarded 
two grants from the NSW EPA totalling 
$80,000 to roll out programs to 
support our IGA retailers to reduce 
food waste. We have been working with 
expert Sustainability Consultants, 
EDGE Environment, to monitor and record 
waste, engage staff and implement food 
waste avoidance strategies.

To support our community to reduce 
household food waste we created a 
Food Smart Challenge through our 
IGA Family Program. This program 
provided participants with resources to 
understand their own household food 
waste and ways to reduce it, including 
providing a free Food Smart Kit.

Healthier choices and healthier 
communities
We understand our role in supporting 
healthy communities through the 
development and ranging of nutritious 
products, as well as the provision of 
useful information to assist people 
looking to make healthier food choices. 

This year we launched more healthy 
choice options under our Community 
Co range, including salads, fresh 
vegetables and snacking options. 

Our IGA Family Program provides 
communities with access to a range of 
educational resources on how to live a 
healthier lifestyle, including nutritious 
recipes and lifestyle education. 

The program involves working 
with various companies to deliver 
information on health and nutrition, 
including providing meal recipes and 
fact sheets for families. Currently we 
have over 25,000 families registered 
to the program, which is operating in 
600 IGA stores across Australia. 

In 2017, the IGA Family Program 
partnered with the Stephanie 
Alexander Kitchen Garden Foundation 
to assist schools to establish kitchen 
garden programs to help children 
understand how to grow, harvest 
and cook fresh, healthy food. The 
program has continued to grow 
with 40 school kitchen gardens now 
established across Australia, providing 
hundreds of school children with the 
opportunity to grow, harvest and cook 
fresh, healthy produce.
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Last year Metcash and our 
independent retailers committed to 
eliminate the distribution and sale 
of single use plastic bags. To assist 
customers in the transition from 
single use to environmentally friendly 
alternatives, we developed a range 
of reusable bags that were made 
available in stores. Since the ban we 
have taken out close to a billion single 
use plastic bags from circulation. We 
remain committed to working with 
our suppliers to reduce the use of 
plastic and identifying ways to further 
reduce plastic across the network. 

Metcash has also continued to work 
on opportunities to reduce the use 
of soft plastic as a member of the 
Australian Packaging Covenant’s Soft 
Plastic Working Group. This includes 
analysing the use of soft plastics 
packaging materials in Australia and 
identifying projects to help drive the 
delivery of the recently announced 
National Packaging Targets. 

Emissions and energy reduction 
We have continued to see the benefit 
of initiatives implemented to reduce 
energy consumption across the 
Group. Total energy consumption for 
the year declined 8.5% from 408,125 
GJ in FY18 to 373,307 GJ, resulting in 
the company exceeding its target of a 
10% reduction in energy usage over 
the four years ending FY20. 

Our distribution centres and 
warehouses are the largest users 
of energy across the Group and 
represent our greatest opportunities 
for further energy reduction. This 
includes our new distribution centre 
in South Australia that is expected 
to be completed in mid 2020, where 
we have identified the potential 
introduction of solar. 

Together with our landlords, we are 
currently assessing the opportunity 
to introduce solar into our other 
distribution centres and further 
reduce our emissions footprint.

Corporate Social Responsibility continued

Drought Angels 
Staff and customers across 
Australia have rallied within their 
local communities to fundraise 
for Drought Angels, a charity that 
supports farming families affected 
by the drought.

In addition to many local initiatives 
to support farmers doing it tough, 
IGA stores throughout the nation 
have enabled customers to buy 
Raindrop Tokens for $2, raising more 
than $800,000 for Drought Angels 
to provide support to farmers.

Founding Director of the Chinchilla-
based charity Drought Angels, 
Natasha Johnston, said the huge 
fundraising support would help the 
thousands of farmers registered 
as needing assistance as well as 
enabling their army of volunteers 
to provide assistance where it is 
needed most. 

“It’s overwhelming in every way for 
these farmers but knowing that so 
many people support them, in spirit and 
by giving from their own pockets, can 
make an enormous difference as they 
get up every day and keep going while 
hoping for rain,” Ms Johnston said. 

“Funds are used where and how they 
are most needed – some families need 
food, water and basic necessities; 
others need help financially for 
everyday things like fuel or feed 
or getting the kids to school,” Ms 
Johnston said. 

Environment
Responsible sourcing 
Metcash is committed to the 
responsible sourcing of products 
sold under our private label brands 
and continues to raise awareness 
for responsibly sourcing products 
within our business and across our 
independent retailer network. 

We are a member of various global 
organisations focused on the 
responsible sourcing of products, 
including the Roundtable on 
Sustainable Palm Oil (RSPO). This 
includes working with our suppliers 
to ensure that 100% of the palm oil 
used in our private label food products 
is RSPO-Certified Sustainable Palm 
Oil (CSPO). This year we commenced 
a review of our non-food private 
label brands to identify whether they 
contain any palm oil derivatives. 

Metcash is committed to only selling 
free range eggs under its Community 
Co private label range and is working 
in line with industry expectations 
around sourcing free range eggs 
for all private label brands. Many 
of our independent retailers have 
already taken a strong stance on 
responsible sourcing and source only 
free range and cage-free eggs from 
local producers. Our independent 
IGA retailer in Warrandyte, Victoria, 
was the first known grocery store in 
Australia to only stock cage-free eggs 
from Australian producers. 

We remain committed to the delivery 
of 100% Forest Stewardship Council 
certification for all our private label 
brand toilet paper, tissues and paper 
towels and continue to work with our 
suppliers to meet this goal. 

Waste and recycling 
This year we further increased the 
amount of waste diverted from landfill, 
from 82.5% in the prior year, to 86%. 
This mainly comprised paper, plastics 
and cardboard sent for recycling as 
well as organics and food waste sent 
for composting.

We have an ongoing focus on 
reducing our waste that goes to 
landfill and continue to work with our 
contractors, building managers and 
people to promote better recycling 
and recovery.

People
Our people are our most valued 
asset, with belonging and inclusion 
fundamental to our culture and 
core values. We recognise that each 
person has unique strengths and that 
high performance is underpinned by 
embracing those strengths. 

Progress against gender targets is 
regularly reported to the Board and 
includes a focus on improving female 
representation in leadership and in roles 
traditionally occupied by males. Our 
workforce at the end of FY19 comprised 
31.4% females and 68.6% males, 
supported by our equal opportunity 
hiring policies. The gender mix of the 
Metcash Board at the end of FY19 was 
66.7% female and 33.3% male. 

Metcash’s commitment to drive gender 
pay equality is reflected in Group CEO 
Jeff Adams being a Gender Pay Equity 
Ambassador with the Workplace Gender 
Equality Agency (WGEA). 

This year we further reduced the gender 
pay gap to 1%, compared to 2% in FY18. 
Our achievements in gender pay equality 
were recognised in February this year 
with the awarding of a citation from 
the WGEA as an Employer of Choice 
for Gender Equality. 

Initiatives implemented in FY19 to 
support diversity and enhance inclusion 
in our workplace included: 

• Promotion and leadership support 
for flexible working arrangements, 
including start-finish times, shift 
options, job sharing, work from home; 

• Establishing a Diversity & Inclusion 
Committee to champion diversity 
awareness, flexible working and gender 
equality across the business; and 

• Tailoring parental leave policies to 
support both women and men.

We believe there is much to be proud of in 
how Metcash has addressed equality and 
balance for all employees.

Safety and wellbeing 
The safety of our people and those we 
engage with is paramount at Metcash, 
and pleasingly we made good progress in 
the year towards our ‘Zero Harm’ target. 

The importance of safety at Metcash 
is represented by the Safety function 
reporting directly to the Group CEO.

Adoption of the ICAM incident 
investigation methodology in the year 
has helped add further discipline to 
the investigation process and deliver 
more robust corrective actions. 

We also introduced a ‘Making Safety 
Simple’ campaign which is focused on 
education and awareness.

Other initiatives included an increased 
emphasis on the identification and 
rectification of hazards to make our 
workplace safer, and the successful 
trialling and implementation of 
the ‘Shockwatch’ mobile plant and 
pedestrian safety system into high 
traffic areas at our Laverton distribution 
centre. We have also included leading 
safety indicator activities into leadership 
role scorecards.

FY19 included improvements in both 
our key safety measures. The Lost 
Time Injury Frequency Rate (LTIFR) 
declined by 36.3% to 7.59 and the 
Total Recordable Injury Frequency Rate 
(TRIFR) reduced by 12.4% to 32.15.

While we are pleased with these 
improvements there is still a long way 
to go to reach our ‘Zero Harm’ target. 
Safety is at the highest level in terms of 
our priorities and we have good plans 
in place to drive further improvement 
in FY20. 

In addition to our focus on safety, 
Metcash provides employees with 
the opportunity to access a range 
of benefits to promote health and 
wellbeing. These include flexible working 
arrangements, wellbeing leave days, 
paid parental leave and allowing eligible 
employees to access an additional week 
of leave per year. 

Human rights and modern slavery 
Metcash has a wide and diverse 
supply chain that encompasses goods 
and services from both food and 
non-food sectors. 

The company is committed to upholding 
human rights within our business 
and across our supply chain. We 
acknowledge our role and responsibility 
in seeking to safeguard human rights 
through responsible, ethical and 
sustainable business practices.

Metcash’s first year of reporting 
against the requirement of the Modern 
Slavery Act is the financial year ending 
30 April 2020. 

Royal Flying Doctor Service
In 2019, IGA entered a three-year 
collaborative sponsorship with Royal 
Flying Doctor Service (RFDS) Central 
Operations. As part of the sponsorship, 
IGA helps facilitate the purchase of 
future RFDS aeromedical aircraft. 
There are also two IGA-badged full-
sized aeromedical training simulators 
in South Australia and Northern 
Territory which are used by RFDS pilots 
for training and education. 

Tony Vaughan ASM, CEO of RFDS 
Central Operations, says the 
significance of IGA’s financial support 
is that it will reach far and wide – and 
deliver lasting community benefits. 

“The RFDS conducts over 100 
aeromedical flights across Australia 
every day – airlifts 25 South 
Australians and Territorians every 
day – but it relies on the support from 
the community to keep its crews in 
the sky.”

“Our association with locally-owned 
IGA stores stretches for decades, and 
it’s terrific to now have the company 
also supporting our work in this 
tangible manner. IGA’s sponsorship 
will directly support our capital-raising 
program for ongoing upgrades to our 
fleet of medically-equipped aircraft 
that deliver emergency aeromedical 
services throughout South and 
Central Australia.”

IGA retailers are passionate about 
giving back to their local communities 
and RFDS has been awarded the most 
reputable charity brand in Australia for 
the last eight years. RFDS covers both 
metro, regional and remote locations 
in South Australia and Northern 
Territory, many of which are also 
served by IGA stores. The partnership 
works seamlessly with IGA’s values, 
which include giving back to the 
local communities.
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Jeff has over 40 years of retail 
experience across domestic 
and international businesses 
in the United States, Europe, 
Asia, Central America and the 
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Jeff was CEO of Operations 
for Turkey at Tesco Kipa.

Brad Soller
B.Comm, B.Acc, M.Comm, CA (SA)

Group CFO 
Metcash Group

Brad joined Metcash in January 
2015 and prior to that was 
the CFO of David Jones and 
CFO of Lendlease. Brad is a 
Chartered Accountant having 
worked with PwC in both London 
and Johannesburg.

Mark Laidlaw
B.Ec, CPA

CEO 
Independent Hardware Group

Mark joined Metcash in 2001 
and was appointed CEO of 
Mitre 10 Australia in May 2010. 
Mark has extensive experience 
in general management, sales, 
operations and commercial 
management and prior to 
joining Metcash, Mark worked 
for Mobil Oil.
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BA Hons, MBA

Chief Strategy and 
Transformation Officer 
Metcash Group

Matt joined Metcash in April 
2019 bringing over 25 years 
of experience in strategy, 
transformation and growth from 
his work in the United States, 
Europe and Asia. Prior to joining 
Metcash, Matt was a Partner 
with BCG Digital Ventures where 
he specialised in customer-led 
business transformation.

Scott Marshall
B.Business

CEO 
Supermarkets & Convenience

Scott began his career with 
Metcash in the ALM business 
over 26 years ago and was 
appointed CEO of ALM in 
December 2013. In March 
2018 Scott was appointed 
CEO, Supermarkets & 
Convenience. His areas of 
experience cover warehousing 
operations and management, 
sales, retail operations, State 
general management and 
marketing management.

Edwin Gear
B.Sc, MBA

Chief Information Officer

Edwin joined Metcash in 
2014 and was appointed 
as Group CIO in April 2015. 
Edwin is responsible for IT’s 
crossfunctional collaboration 
with Group companies. Before 
joining Metcash, Edwin held 
various executive roles in 
merchandising, logistics and 
technology with Foodstuffs 
Wellington and Mitre 10 in 
New Zealand and Supergroup 
in South Africa.

Rod Pritchard
Dip. Marketing

Interim CEO 
Australian Liquor Marketers

In 2015 Rod joined ALM 
and was General Manager, 
Merchandise for three years 
before being appointed as 
interim CEO in March 2018. 
Rod has over 19 years’ 
experience in the liquor 
industry, including a 15-year 
period with Brown-Forman 
(operating as Swift & 
Moore until 2006).

Penny Coates
BA Hons, Chartered Fellow 
CIPD, GAICD

Chief People and Culture Officer

Penny joined Metcash in 2015 
as Chief People and Culture 
Officer. Penny has extensive 
international HR and line 
management experience 
gained in the retail, financial 
services and professional 
services industries. Prior to 
joining Metcash, Penny worked 
for TAL as its Chief Customer 
Service and Operations Officer.
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Member of the Audit, 
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Non-executive Director

Member of the People and 
Culture Committee, Member of 
the Nomination Committee.
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B Asian Studies (Viet), LLB, 
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For Directors’ biographies, please see page 41 of the Annual Report. For more information 
on Board evaluation, please refer to the Corporate Governance page on our website: 
www.metcash.com/corporate-information/corporate-governance.

Our People
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Directors’ report
For the year ended 30 April 2019
Directors’ report

Your Directors submit their report of Metcash Limited (the ‘Company’) and its controlled entities (together the ‘Group’ or ‘Metcash’) 
(‘FY19’

Metcash’s
Metcash is Australia’s leading wholesaler and distributor, supplying and supporting 

s. Metcash’s 
retail customers operate some of Australia’s leading independent brands including: IGA, Mitre 1

chains and other competitors. The Group’s core competencies i

Metcash’s purpose and championing successful independents ’s 

•
• Best Store in Town
•
•
•

Mfuture

the Group’s

New distribution centre in South Australia (SADC) 

Metcash’s extensive distribution network

Contract with Drakes Supermarkets group 
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Directors’ report continued Directors’ report (continued)

The financial results for FY18 were retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers. Refer Appendix 
A for a further description of the restatement. 

Mfuture

Group’s $150

Directors’ report (continued)

Capital management 

’s share

Changes in key management personnel (KMP) 

– –
, and will assist with Chris’ transition into the role

following Patrick Allaway’s reti

Dividend declaration  

Metcash’s operations are designed to allow significant volumes to be distributed through its warehouse infrastructure

In addition to warehouse revenue, earnings are impacted by product category mix and the proportion of the Group’

The Group’s profitability depends on the efficiency and effectiveness of its operating model. This is achieved by optimising the Group’s 

Working Smarter 

Mfuture 
the Group’s CODB.

The Group’s funds employed is primarily influenced by the seasonal working capital cycle

’s intention is to 

Metcash’s Financial Instruments
Revenue from Contracts with Customers

Leases

Leases

Directors’ report continued
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Directors’ report continued Directors’ report continuedDirectors’ report (continued)

Hardware 

Corporate 

Working Smarter 

The statement of cash flows for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers. Refer 
Appendix A for a further description of the restatement. 

–

Directors’ report (continued)

The financial results for FY18 were retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers. Refer Appendix 
A for a further description of the restatement. 

Food 

Mfuture 

Liquor 

continuation of the ‘premiumisation’ trend to higher quality but less consumption.

and administration of container deposit schemes, investment in the ‘on premise’ team and the co
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Directors’ report continued Directors’ report continuedDirectors’ report (continued)

ash’s business operations and strategic priorities are subject to ongoing review and development. Management regularly review

FY19 represents the end of Metcash’s successful three

Mfuture

As Australia’s leading wholesaler, Metcash is reliant upon the success of our suppliers and retailers. Metcash continues to i
to improve the health of the independent retail network and improving Metcash’s infrastructure to make it simpler to do 

Metcash’s operations require compliance with various regulatory requirements including 

Group’s internal processes are regularly assessed and 
Metcash maintains a strong ‘safety first’ 

culture and has established standards and ‘Chain of Responsibility’ policies to identify and

Metcash is committed to ‘Championing Successful Independents’ 

Inefficiency or failure within our supply chain or in key support systems (including technology) could impact the Group’s abi

Directors’ report (continued)

The financial position as at FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers while AASB 9 
Financial Instruments was adopted on 1 May 2018. Refer Appendix A for a further description of the restatement. 

Metcash’s operating lease commitments, which predominantly relate to warehouses and retail stores, 

Leases

Mfuture

 Mfuture

In Liquor, continuation of the ‘premiumisation’ consumption trend is expected to be the key driver of market growth in FY20. 
Mfuture 

share of the ‘on premise’ market, 
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Directors’ report continued Directors’ report continuedDirectors’ repor

has more than 30 years’ executive experience across 

into the Group’s technology 

Anne’s

Directors’ report (continued)

Metcash’s ability to reduce its cost of doing business is critical to support independent retailers in remaining competitive 

. Metcash’s strategy is to 

uting the Group’s strategy. Metcash maintains a prudent approach towards capital management, which 

Group’s financial risk management framework is discussed in further detail in note 1

and capabilities to operate in a challenging market whilst being able to effect transformation is critical to Metcash’s succe

Group’s cultural values align with their values. Integrity is the foundation of the ethical values and standards of behaviour
employees through the Group’s Code of Conduct.

term incentive schemes align the Group’s remuneration structure to 
shareholders’ interests.
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Directors’ report continued Directors’ report continuedDirectors’ repor

The following table presents information relating to membership and attendance at meetings of the Company’
or’s 

Following Mr Allaway’s 

Directors’ repor

bring particular insight and perspective to Metcash’s property 

National Children’s Hospital and a trustee of the Foodstuffs 

has more than 20 years’ executive experience across three 

person’s position. The Company must enter into a deed 
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Directors’ report continued Directors’ report continuedDirectors’ report (continued)

Short term incentives 

’

Long term incentive schemes 

  

Directors’ report (continued)

Term Incentive (‘STI’) and Long Term Incentive (‘LTI’) components and is designed to 

which has seen a progressive increase in executive ‘at risk’ pay as a component of on

target ‘at risk’ remuneration delivered as deferred equity.  

Mfutur

I’m delighted to share that we have made a significant improvement in gender pay parity over the last 12 months. The Workplac

Fixed remuneration 

Mr Soller and Mr Marshall received increases in fixed remuneration during the year. Mr Soller’s increase 
aligned to the benchmarked peer group while Mr Marshall’s increase 

all KMP’s 
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Directors’ report (continued)

The People & Culture Committee (‘Committee’) is the key governing body in respect of remuneration matters. In addition to 

Committee’s thorough consideration of the relevant matters. The Committee considers the recommendations, along with o

ctives of Metcash’s executive remuneration policy are for remuneration to be:

• ommensurate with the Group’s long
•
• with the Group’s current year performance and the executive’s contribution to it.

•
•
•

•

•

•

Directors’ report (continued)

ts controlled entities (the ‘Group’) for the year ended 30 April 
2019 (‘FY19’). This report forms part of the Directors’ Report and has been audited in accordance with section 308(3C) of the
Corporations Act 2001

port sets out the remuneration arrangements for the Group’s Key Management Personnel (‘KMP’), comprising its 
executive Directors, Group Chief Executive Officer (‘Group CEO’) and Group Executives of Metcash, who together have the 

Group Chief Executive Officer (‘Group CEO’)

Group Chief Financial Officer (‘CFO’)

Chief Executive Officer, Independent Hardware Group (‘IHG’)

as Chief Executive Officer, Australian Liquor Marketers (‘ALM’) 

Directors’ report continued Directors’ report continued
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Directors’ report (continued)

ribution, a participant’s STI award is determined based on individual performance
’s

collective individual participants’ results are distributed in a manner consistent with a normal distribution curve and also 

financial measures included in the Balanced Scorecards reflect KMP’s key strategic objective

Deliver Financial Results

 

Growth for Retailers 
Partner of Choice 
 

Strong & Positive Culture 
Safety 

Top Growth Projects 
 

Sales 
UPAT 
EBIT 
ROFE 

Growth for Retailers 
Partner of Choice 
 

 
Strong & Positive Culture  
Safety 
 

 
Top Growth Projects 

Directors’ report (continued)

•

• •

•

•

•

•

•

•

••

•

•

•

• •

• •

•

•

•

•

• ••

•

•

• –

Fixed remuneration at Metcash is referred to as Total Employment Cost (‘TEC’). TEC comprises salary, statutory superannuation

TEC levels are set according to the nature and scope of the executive’s role as well as his/her performance and experience. M

The Committee recommends changes to KMP remuneration each year, taking into consideration market trends, the executive’s job 
size and the executive’s performance. Changes to KMP remuneration are endorsed 

Mr Soller and Mr Marshall received increases in fixed remuneration during the year. The increase in Mr Soller’s TEC was requi
while the increase in Mr Marshall’s TEC to $

The Group’s STI plan is an at

Achievement of a ‘Minimum’ 95% of budgeted
or ‘Target’ financial performance releases 100% of an STI pool. Over

Directors’ report continued Directors’ report continued
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Directors’ report (continued)

Metcash Underlying Earnings per Share Compound Annual Growth Rate (‘UEPS CAGR’)  

– – –

over the grants’ respective three

Leases  

’ TEC at grant date, prior 

Mr Adams’ FY18 rated from the date of Mr Adams’ e

Directors’ report (continued)

KMP STI rewards are subject to clawback for cause or material misstatement of the Group’s financial statements.

• Maximum achievement against Group and/or Pillar EBIT financial performance hurdles, as applicable (‘STI pool’); and
•

individual’s Balanced Scorecard and an exceptional rating against Metcash’s behaviours framework.

The Group’s LTIs are designed to enable Metcash to attract and retain key executives, whilst incentivising these executives 

• – –

• – –

• – –

• –

Other than the IHG Integration Incentive, no grants issued under any of the Group’s LTI pl

–

Relative Total Shareholder Returns (‘RTSR’) 

(‘Index 
TSR’) is the score against which Metcash’s TSR is compared. 

Full vesting will only occur if Metcash’s RTSR is 10% 

 

Directors’ report continued Directors’ report continued
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Directors’ report (continued)

Revenue from Contracts with Customers
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Directors’ report (continued)

 

h synergies on formation of the Independent Hardware Group (‘IHG’) following the acquisition of the Home Timber 
& Hardware Group (‘HTH’) on 2 October 2016.

FY19 outcomes

C) and STI reducing and long term ‘at risk’ pay 

M Laidlaw’s LTI excludes 

Directors’ report continued Directors’ report continued
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Directors’ report (continued)

of Metcash’s policy regarding Non

•
•

To align individual interests with shareholders’ interests, Non
ctors fund their own share purchases and must comply with Metcash’s share trading policy. 

•
•
•
• are not entitled to participate in the Group’s short or long
•

Directors’ report (continued)

under the Company’s STI scheme, as set out in table 4.3.

M Laidlaw’s LTI includes

Mr Adams’ visa expires in August 2021.

tion of employment, a KMP’s unvested performance rights will ordinarily lapse

Directors’ report continued Directors’ report continued
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Directors’ report (continued)

audit services were provided by the entity’s auditor, 
Corporations Act 2001

The auditor’s independence declaration for the year ended 30 102

ASIC Corporations Instrument 2016/191

Directors’ report (continued)Directors’ report continued Directors’ report continued
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As at 30 April 2019

Statement of financial positionStatement of comprehensive income

 
The above Statement of Financial Position should be read in conjunction with the accompanying notes

The financial position as at FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers. 
The financial position as at FY18 was not retrospectively restated for AASB 9 Financial Instruments which was adopted in FY19.  

Refer Appendix A for a further description of the restatement. 

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes

The financial results for FY18 were retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with Customers. 
Refer Appendix A for a further description of the restatement.
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Statement of cash flowsStatement of changes in equity

 
The above Statement of Cash Flows should be read in conjunction with the accompanying notes. 

The Statement of Cash Flows for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with 
Customers. Refer Appendix A for a further description of the restatement. 

 
The above Statement of Cash Flows should be read in conjunction with the accompanying notes. 

The Statement of Cash Flows for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with 
Customers. Refer Appendix A for a further description of the restatement. 

 
The above Statement of Cash Flows should be read in conjunction with the accompanying notes. 

The Statement of Cash Flows for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts with 
Customers. Refer Appendix A for a further description of the restatement. 

 
 
 

Revenue from Contracts with Customers

Revenue from Contracts with Customers

Financial Instruments

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes

The Statement of Changes in Equity for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts 
with Customers while AASB 9 Financial Instruments was adopted without restating comparatives. Refer Appendix A for a further 
description of the restatement.  

During FY18, Metcash Limited, the Parent Company of the Group, undertook a capital reduction to reduce its share capital by $2,551.1 
million to $600.0 million, in accordance with section 258F of the Corporations Act 2001. The reduction was allocated in full to the 
accumulated losses account in the Parent Company with no impact on the net assets of either the Parent Company or the Group. On 
consolidation, the share capital of the Group has been adjusted by $1,119.3 million to reflect the revised share capital of the Parent 
Company. Refer note 19 for further information on the standalone financial statements of the Parent Company. 

 
 

 
 
 

Revenue from Contracts with Customers

Revenue from Contracts with Customers

Financial Instruments

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes

The Statement of Changes in Equity for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts 
with Customers while AASB 9 Financial Instruments was adopted without restating comparatives. Refer Appendix A for a further 
description of the restatement.  

During FY18, Metcash Limited, the Parent Company of the Group, undertook a capital reduction to reduce its share capital by $2,551.1 
million to $600.0 million, in accordance with section 258F of the Corporations Act 2001. The reduction was allocated in full to the 
accumulated losses account in the Parent Company with no impact on the net assets of either the Parent Company or the Group. On 
consolidation, the share capital of the Group has been adjusted by $1,119.3 million to reflect the revised share capital of the Parent 
Company. Refer note 19 for further information on the standalone financial statements of the Parent Company. 

 
 

 
 
 

Revenue from Contracts with Customers

Revenue from Contracts with Customers

Financial Instruments

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes

The Statement of Changes in Equity for FY18 was retrospectively restated upon the initial adoption of AASB 15 Revenue from Contracts 
with Customers while AASB 9 Financial Instruments was adopted without restating comparatives. Refer Appendix A for a further 
description of the restatement.  

During FY18, Metcash Limited, the Parent Company of the Group, undertook a capital reduction to reduce its share capital by $2,551.1 
million to $600.0 million, in accordance with section 258F of the Corporations Act 2001. The reduction was allocated in full to the 
accumulated losses account in the Parent Company with no impact on the net assets of either the Parent Company or the Group. On 
consolidation, the share capital of the Group has been adjusted by $1,119.3 million to reflect the revised share capital of the Parent 
Company. Refer note 19 for further information on the standalone financial statements of the Parent Company. 

 
 



65

For the year ended 30 April 2019For the year ended 30 April 2019

64 Metcash Annual Report 2019

Notes to the financial statements Notes to the financial statements continued

‘ ’ ‘ ’

Directors’ Report. The registered office of the Company is 

Revenue 
from Contracts with Customers Financial Instruments 

The Group’s reportable segments a

•

•
•

 

Group earnings before interest and tax (‘EBIT’)

– –
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At the Group’s statutory income tax rate of 30% (FY18: 30%)

Income Taxes. 

in the subsidiaries’ intercompany accounts with the tax consolidated group head company, 

Group’s results.

understanding of the Group’s results. Implementation costs are directly associated with the program and are non

Notes to the financial statements continued Notes to the financial statements continued
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Notes to the financial statements continued Notes to the financial statements continued

using their Amex customer charge cards. Metcash’s trade receivable is settled in full by Amex. Amex subsequently collects the

.0 million) is included within trade and other payables, with no impact to the Group’s net assets.

–

–
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Notes to the financial statements continued Notes to the financial statements continued

contains key information about the nature and extent of the Group’s equity

for details of the Group’s contingent liabilities in relation to equity

Share of investees’ profit
In aggregate, the Group’s share of income from equity

At the reporting date, the Group’s share of unrecognised gains or losses is not material.

hare of investees’ net assets
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Notes to the financial statements continued Notes to the financial statements continued

Description of cash generating units 

generating units (or ‘CGU’s) 

Allocation to CGUs 

The carrying amounts of goodwill and indefinite life intangibles are allocated to the Group’s CGUs as follows:

 
Assessment of recoverable amounts 

Key assumptions used in assessment 

•

• pital (‘WACC’) for the Group adjusted for an asset

•

Results of assessment 

Based on the FY19 assessment, no impairment of goodwill was identified in any of the Group’s C
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Notes to the financial statements continued Notes to the financial statements continued

Sensitivity to changes in key assumptions 

315.2 million recorded against the CGU’s goodwill in FY18.

•

•

•

–

for details of the Group’s core borrowing facilities

term for the asset’s market value. The weighted average interest rate implicit in the lease is

At the reporting date, there were no defaults or breaches on the Group’s core borrowings.
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Notes to the financial statements continued Notes to the financial statements continued

The Group’s principal financial instruments comprise bank loans, bonds and overdraft
The main purpose of these instruments is to finance the Group’s operations. The Group

The main risks arising from the Group’s 
The objective of the Group’s risk 

’s

 
Available credit facilities

•

•

’s

($40.5 million). These amounts, along with $0.3 million of transaction costs, were debited to the Company’s profit reserve an

 
 
 

 

Adjustments for: 

 
Changes in assets and liabilities 
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Notes to the financial statements continued Notes to the financial statements continued

•

The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s bank debt obligations w

Financial Instruments

–

: 

Sensitivity analysis 

Group’s interest rate derivatives that hedge core debt,
Group’s net profit after tax 

Maturity analysis of financial liabilities based on contracted date  

–
–

–
–

•

s to Metcash subject to a margin related annual financial hurdle (‘hurdle’) being achieved.
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Notes to the financial statements continued Notes to the financial statements continued

A list of the Group’s subsidiaries is included in 

–

Transactions with related parties – Equity-accounted investments

Balances with related parties – Equity-accounted investments 
–

–

Trade receivables and loans 

%) of the Group’s receivables and loans

Leases 

The Group is exposed to credit risk on ‘back back’ arrangements contained within its property leases where Metcash has subleased 

Other 

For the purpose of the Group’s capital management, capital includes all accounts classified as equity
position. The Board’s intention is to 

Consistent with the Board’s 

imposed under the Group’s banking facilities
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Notes to the financial statements continued Notes to the financial statements continued

– – –

evaluation of the historical volatility of Metcash’s share price, particularly over the historical period commensurate with t

–
–

–

–
–
–

in Metcash’s trading relationship with Dramet Holding Pty Ltd, 

–

’s
properties, including the Group’s

All transactions with the above entities are conducted on an arm’s length basis in the

to two performance conditions: Relative Total Shareholder Return (‘RTSR’) and 
Compound Annual Growth Rate (‘ EPS CAGR’) over a 

– – –

in Metcash’s trading relationship with Dramet Holding Pty Ltd, 

–

’s
properties, including the Group’s

All transactions with the above entities are conducted on an arm’s length basis in the

to two performance conditions: Relative Total Shareholder Return (‘RTSR’) and 
Compound Annual Growth Rate (‘ EPS CAGR’) over a 

– – –

in Metcash’s trading relationship with Dramet Holding Pty Ltd, 

–

’s
properties, including the Group’s

All transactions with the above entities are conducted on an arm’s length basis in the

to two performance conditions: Relative Total Shareholder Return (‘RTSR’) and 
Compound Annual Growth Rate (‘ EPS CAGR’) over a 

– – –



85

For the year ended 30 April 2019For the year ended 30 April 2019

84 Metcash Annual Report 2019

Notes to the financial statements continued Notes to the financial statements continued

Corporations Act 2001

•

•
•
•

•

•

• Some or all of a participant’s performance rights may vest even if a performance condition has not been satisfied, if, using 

•

–
–

–

any’s 
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Financial Instruments Revenue from Contracts with Customers
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Notes to the financial statements continued Notes to the financial statements continued

  

The key change to the Group’s financial report arising from this standard is in relation to the impairment of finan
from an ‘incurred losses’ model to an ‘expected losses’ model, which requires a forward

ion of AASB 9 resulted in an increase of $2.2 million in the impairment allowance against the Group’s trade receivables and l

In addition to warehouse purchases, customers purchase goods through the Group’s charge

AASB 15 introduced revised guidance in relation to the ‘principal vs. agent’ assessment criteria, placing more emphasis on s

Property, Plant and Equipment Intangible 
Assets

revised guidance which places a stronger emphasis on ‘control’ and ‘enforceability’ over performance obligations within 

The impact on the Group’s retained earnings as at 
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Notes to the financial statements continued Notes to the financial statements continued

–

Corporations Act 2001

• Foreign Currency Transactions and 
Advance Considerations

•
–

•
–

•

Leases 
Group’s financial statements 

• Amendments to Australian Accounting Standards – 
Long-term Interests in Associates and Joint Ventures 

• Uncertainty over Income Tax Treatments
• Amendments to Australian Accounting Standards – 

Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture.  

• Annual Improvements 2015-2017 Cycle and Other Amendments 

on the Group’s financial statements in the year of their initial 

Controlled entities 

Business combinations 

Consolidation procedures 

to the Group’s reporting date have been consolidated. In the opinion 

the Group’s financial statements, would outweigh any benefit to 

Separate financial statements 

 

Leases 

may arise from these outstanding matters, the key financial effects of the Group’s adoption of the n

The Group has elected to adopt the ‘modified retrospective’ option of applying the new standard, which will result in compara
in the analysts’ presentation

significantly rebase the Group’s earnings before interest and tax (‘EBIT’) and returns on funds employed (‘ROFE’), both of which are key financial 
measures used by the business. The Group’s net profit after tax

term ‘back back’ property leases which secure competitive retail sites on behalf of the independent 

Financial Instruments
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Notes to the financial statements continued Notes to the financial statements continued

–

•

•

Fair value hedges 

Cash flow hedges 

 Cash flow hedge reserve 

Current versus non-current classification 

The Group’s investments in joint ventures and 

acquisition changes in the Group’s share of 

ends, management accounts for the relevant period to the Group’s 

ccounts, together with consequential delay in producing the Group’s 

Recognition and measurement 

Depreciation 

Derecognition 

–

Foreign currency translation reserve 

roup’s accounting policies, the 

Charge-through sales 

through the Group’s charge

Assessment of control and joint control 

influence over the Group’s acquisitions. Where the Group exercises 

Supplier income 

Purchase price allocation 

Impairment of goodwill 

Provision for rental subsidy, onerous contracts and restructuring 

Impairment of equity-accounted investments 

Provision for expected credit losses of trade and other receivables  

The provision rates are initially based on the Group’s historical 

conomic conditions. The Group’s historical credit loss 

representative of customer’s actual default in the future.
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Notes to the financial statements continued Notes to the financial statements continued

–

Wages, salaries, annual leave and sick leave 

in respect of employees’ services up to the reporting date. They

Long service leave 

Operating leases - Group as a lessee 

Operating leases - Group as a lessor 

Share-based payments reserve 

–

Recognition and measurement 

Group’s interest in the net fair value of the acquiree's identifiable 

Intangible Assets

comprehensive income in the line item ’administrative costs‘.

amortised over the assets’ useful economic lives.

Derecognition 

Useful lives 

value in use. It is determined for an individual asset, unless the asset’s 
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Notes to the financial statements continued Notes to the financial statements continued

–

Clancy’s Food Stores Pty Limited

–

Sale of goods 

The Group’s revenue principa

Charge-through sales

delivered directly to the Group’s customers by su

agency or net ‘commission’ 

Rental income 

term and is classified within ‘other income’. Contingent rental income 

•

•

•

•
•

•

amendments do not impact the Group’s financial results and do not 
have any significant impact on the Group’s balance sheet.
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––

subsidiary following the Group’s acquisition of its remaining 51% 

Certain controlled entities of Metcash Limited, collectively referred to as the ‘Closed Group’, are party to a Deed of Cross 
 ASIC Corporations (Wholly-owned Companies) Instrument 2016/785
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Notes to the financial statements continued Directors’ declarationDirectors’ declaration

nal disclosures included in the directors’ report designated as audited, of 
Corporations Act 2001

Corporations Regulations 
2001

International Financial Reporting Standards

Corporations Act 2001 

–

incipal place of business for all of the Group’s equity

The following table presents key information about the Group’s

Group’s 
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Auditor's Independence Declaration to the Directors of Metcash Limited 

As lead auditor for the audit of Metcash Limited for the financial year ended 30 April 2019, I declare 
to the best of my knowledge and belief, there have been: 

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Metcash Limited and the entities it controlled during the financial 
year. 

Ernst & Young 

Renay Robinson 
Partner 
24 June 2019 

A member firm of Ernst & Young Global Limited 
Liability limited by a scheme approved under Professional Standards Legislation 

Independent Auditor's Report to the Members of Metcash Limited 

Report on the Audit of the Financial Report 

Opinion 
We have audited the financial report of Metcash Limited (the Company) and its subsidiaries 
(collectively the Group), which comprises the consolidated statement of financial position as at 30 
April 2019, the consolidated statement of comprehensive income, consolidated statement of 
changes in equity and consolidated statement of cash flows for the year then ended, notes to the 
financial statements, including a summary of significant accounting policies, and the directors' 
declaration. 

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations 
Act 2001, including: 

a) giving a true and fair view of the consolidated financial position of the Group as at 30 April
2019 and of its consolidated financial performance for the year ended on that date; and

b) complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for Opinion 

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Report section of our report. We are independent of the Group in accordance with the auditor 
independence requirements of the Corporations Act 2001 and the ethical requirements of the 
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional 
Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have 
also fulfilled our other ethical responsibilities in accordance with the Code.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the financial report of the current year. These matters were addressed in the context 
of our audit of the financial report as a whole, and in forming our opinion thereon, but we do not 
provide a separate opinion on these matters. For each matter below, our description of how our 
audit addressed the matter is provided in that context. 

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the 
Financial Report section of our report, including in relation to these matters. Accordingly, our audit 
included the performance of procedures designed to respond to our assessment of the risks of 
material misstatement of the financial report. The results of our audit procedures, including the 
procedures performed to address the matters below, provide the basis for our audit opinion on the 
accompanying financial report. 



105104 Metcash Annual Report 2019

A member firm of Ernst & Young Global Limited 
Liability limited by a scheme approved under Professional Standards Legislation 

1. Impairment assessment for goodwill and other intangible assets

Why significant How our audit addressed the key audit matter 

At 30 April 2019 the Group’s consolidated statement of 
financial position includes goodwill and other intangible 
assets amounting to $793.5 million, representing 22% of 
total assets.  

The directors have assessed goodwill and other 
intangible assets for impairment at 30 April 2019. As 
disclosed within Note 9 to the financial statements, the 
assessment of the impairment of the Group’s goodwill 
and other intangible assets incorporated significant 
judgments and estimates, specifically concerning factors 
such as forecast cashflows, discounts rates and terminal 
growth rates. 

These estimates and assumptions are impacted by future 
performance, market and economic conditions. Minor 
changes in certain assumptions can lead to significant 
changes in the recoverable amount of these assets.  

Accordingly, we considered this to be a key audit matter. 

Our audit procedures included the following: 

▪ Assessed the Group’s determination of the
cash generating units (CGUs) used in the
impairment model, based on our
understanding of the nature of the Group’s
business and the economic environment in
which the segments operate. We also
considered internal reporting of the Group’s
results to assess how earnings and goodwill
are monitored and reported;

▪ Assessed the cash flow forecasts,
assumptions and estimates used by the Group,
as outlined in Note 9 to the financial
statements, by considering the reliability of
the Group’s historical cash flow forecasts, our
knowledge of the business and corroborating
data with external information where possible;

▪ Evaluated the appropriateness of discount and
terminal growth rates applied with
involvement from our valuation specialists;

▪ Tested the mathematical accuracy of the
impairment testing models including the
consistency of relevant data with latest Board
approved forecasts;

▪ Performed sensitivity analysis on key
assumptions including discount rates, terminal
growth rates and EBIT forecasts for each of
the Group's CGUs; and

▪ Assessed the adequacy of the financial report
disclosures contained in Note 9.

2. Accounting for supplier rebates

Why significant How our audit addressed the key audit matter 

Appendix B.8 of the financial report outlines the Group’s 
accounting policy relating to supplier rebates, or supplier 
income as they are referred to in the Financial report.   

The Group receives rebates and other similar incentives 
from suppliers which are determined based upon a 
number of measures which can include volumes of 
inventory purchased, sold, and the performance of 
promotional activities.  

We considered this to be a key audit matter as supplier 
rebates contributed significantly to the Group’s results, 
there are a large number of specific agreements in place 
and some of the arrangements require judgment to be 
applied in determining the timing of rebate recognition 

Our audit procedures included the following: 

▪ Evaluated the Group's processes and controls
relating to the recognition and valuation of
amounts recognised and classified within the
consolidated statement of comprehensive
income;

▪ Assessed the operating effectiveness of
relevant controls in place relating to the
recognition and measurement of volumetric,
purchase value and sales value related
supplier rebates;

A member firm of Ernst & Young Global Limited 
Liability limited by a scheme approved under Professional Standards Legislation 

and the appropriate classification within the consolidated 
statement of comprehensive income based upon the 
terms of the agreement. 

▪ Selected a sample of supplier rebates,
including non-volumetric supplier rebates,
received and accrued for during the year and
tested whether the supplier rebates were
correctly calculated and recognised in the
correct period;

▪ Considered the impact of supplier claims
during and subsequent to year end on amounts
recognised; and

▪ Inquired of management and the Directors, as
to the existence of any non-standard
agreements or side arrangements.

3. Onerous contracts

Why significant How our audit addressed the key audit matter 

As set out in Note 11 to the financial statements, 
various controlled entities within the Group are the 
head lessee in relation to a number of retail stores the 
Group sub-leases to independent retailers. 

As disclosed within Appendix B.15 to the financial 
statements, the assessment of when these 
arrangements are onerous contracts which require 
provisions to be recognised involves making significant 
judgments and estimates concerning factors such as 
retail profitability.  

A key audit matter was whether the Group’s 
assessment included appropriate consideration of 
these factors. 

Our audit procedures included the following: 

▪ Evaluated the Group’s processes to identify
onerous contracts requiring provision
recognition.

▪ Tested the valuation of the onerous contract
provisions by evaluating whether appropriate
judgments and assumptions had been applied
in determining the unavoidable costs of
meeting the obligation and the estimate of the
expected benefits to be received under the
contract.

Information Other than the Financial Report and Auditor’s Report Thereon 

The directors are responsible for the other information. The other information comprises the 
information included in the Group’s 2019 Annual Report other than the financial report and our 
auditor’s report thereon. We obtained the Directors’ Report that is to be included in the Annual 
Report, prior to the date of this auditor’s report, and we expect to obtain the remaining sections of 
the Annual Report after the date of this auditor’s report.  

Our opinion on the financial report does not cover the other information and we do not and will not 
express any form of assurance conclusion thereon, with the exception of the Remuneration Report 
and our related assurance opinion. 

In connection with our audit of the financial report, our responsibility is to read the other information 
and, in doing so, consider whether the other information is materially inconsistent with the financial 
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.  

If, based on the work we have performed on the other information obtained prior to the date of this 
auditor’s report, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report in this regard. 
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Responsibilities of the Directors for the Financial Report 

The directors of the Company are responsible for the preparation of the financial report that gives 
a true and fair view in accordance with Australian Accounting Standards and the Corporations Act 
2001 and for such internal control as the directors determine is necessary to enable the preparation 
of the financial report that gives a true and fair view and is free from material misstatement, whether 
due to fraud or error. 

In preparing the financial report, the directors are responsible for assessing the Group’s ability to 
continue as a going concern, disclosing, as applicable, matters relating to going concern and using 
the going concern basis of accounting unless the directors either intend to liquidate the Group or to 
cease operations, or have no realistic alternative but to do so. 

Auditor's Responsibilities for the Audit of the Financial Report 

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with the Australian Auditing Standards will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of this financial report. 

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional 
judgment and maintain professional scepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial report or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

A member firm of Ernst & Young Global Limited 
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• Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and
events in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the financial report. We are
responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control 
that we identify during our audit. 

We also provide the directors with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 

From the matters communicated to the directors, we determine those matters that were of most 
significance in the audit of the financial report of the current year and are therefore the key audit 
matters. We describe these matters in our auditor’s report unless law or regulation precludes public 
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter 
should not be communicated in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 
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Report on the Audit of the Remuneration Report 

Opinion on the Remuneration Report 

We have audited the Remuneration Report included in pages 46 to 58 of the directors' report for 
the year ended 30 April 2019. 

In our opinion, the Remuneration Report of Metcash Limited for the year ended 30 April 2019, 
complies with section 300A of the Corporations Act 2001. 

Responsibilities 

The directors of the Company are responsible for the preparation and presentation of the 
Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our 
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted 
in accordance with Australian Auditing Standards. 

Ernst & Young 

Renay Robinson 
Partner 
Sydney 
24 June 2019  

ASX information

Additional information required by the Australian Securities Exchange and not shown elsewhere in this report is as follows. 
The information is current as at 30 June 2019:

Distribution of Equity Securities
The number of shareholders, by size of holding, in each class of share is:

Size of holding Number of shareholders

1 – 1,000 5,387

1001 – 5,000 8,938

5,001 – 10,000 3,148

10,001 – 100,000 2,537

100,001 – 9,999,999,999 108

Total 20,118

There were 1,147 shareholders holding less than a marketable parcel of Metcash ordinary shares.

Twenty largest holders of quoted shares
The names of the 20 largest holders of quoted shares are:

Name
Number 

of shares
Percentage 

of shares

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 371,222,157 40.83%

J P MORGAN NOMINEES AUSTRALIA PTY LIMITED 173,748,601 19.11%

CITICORP NOMINEES PTY LIMITED 125,460,837 13.80%

NATIONAL NOMINEES LIMITED 42,259,242 4.65%

BNP PARIBAS NOMINEES PTY LTD <AGENCY LENDING DRP A/C> 24,150,591 2.66%

BNP PARIBAS NOMS PTY LTD <DRP> 13,148,536 1.45%

CITICORP NOMINEES PTY LIMITED <COLONIAL FIRST STATE INV A/C> 7,867,261 0.87%

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSCO ECA 5,148,255 0.57%

AMP LIFE LIMITED 3,644,013 0.40%

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED - A/C 2 2,992,757 0.33%

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED <NT-COMNWLTH SUPER CORP A/C> 1,815,391 0.20%

BNP PARIBAS NOMINEES PTY LTD <AGENCY LENDING COLLATERAL > 1,754,000 0.19%

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 1,703,775 0.19%

NATIONAL NOMINEES LIMITED <N A/C> 1,200,000 0.13%

CS THIRD NOMINEES PTY LIMITED <HSBC CUST NOM AU LTD 13 A/C> 969,454 0.11%

POWERWRAP LIMITED <SCHEME - IML TRADES A/C> 952,664 0.10%

BNP PARIBAS NOMS PTY LTD <ARBITAGE SNC DRP> 884,953 0.10%

NATIONAL NOMINEES LIMITED <DB A/C> 808,250 0.09%

SANDERS TC PTY LTD 700,000 0.08%

RAY SANDERS SUPERANNUATION FUND PTY LTD <RAY SANDERS S/F A/C> 600,000 0.07%

Total 781,030,737 85.90%

Substantial Shareholders
The following is extracted from the Company’s register of substantial shareholders:

Name Number of Shares

Pendal Group Ltd 117,225,491

Allan Gray Australia Pty Ltd 95,261,951

Voting Rights
All ordinary shares (whether fully paid or not) carry one vote per share without restriction.
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