
Audit, risk and 
internal control
Audit and Risk  
Committee report

Dear Shareholder
This	year	has	continued	to	be	impacted	by	the	Covid-19	
pandemic and the substantial impact on our customers, 
colleagues	and	operations.	It	is	notable	therefore	that	the	Group	
has maintained a robust financial position and continued to 
maintain and improve its internal controls and risk management, 
despite being significantly impacted by ongoing challenges 
due to government restrictions resulting in store and support 
centre closures and revised ways of working, and industry-wide 
international	supply	disruption,	including	Brexit.	The	full-	and	
half-year audit processes, though more complex due to the 
pandemic, were completed within the planned timetable.  
I would like to thank the Finance team and PwC for the 
additional planning and commitment that contributed to this.

Last	year,	we	agreed	a	set	of	objectives	and	targets	for	the	
Committee to improve our effectiveness over the next three 
financial	years.	You	will	read	below	that	this	has	also	been	a	
busy and productive year around the reviews of financial and 
operational controls and processes, many of which have been 
readily agreed and adopted by the management into plans for 
the	coming	years.	The	Committee	has	regularly	reviewed	these	
and is pleased to report that good progress has been made 
against	the	objectives	and	plans	despite	the	need	to	balance	
ongoing and continuous improvements with recovery and  
re-planning around the substantial disruption that everyone has 
felt	from	the	crisis.	More	details	are	set	out	in	this	report.	I	am	
satisfied	that	overall	the	Group	is	achieving	good	practice.

KPMG	completed	their	first	full	year	as	our	Internal	Auditor.	
During the year they completed reports on payroll, core 
controls	in	finance	and	supporting	IT	controls	and	cyber	
security, and scoped out their next planned review of 
supplier	payments.	These	topics	were	identified	through	the	
initial	controls	‘health	check’	that	they	completed	just	after	
they	were	appointed	in	FY20,	and	by	the	risk	management	
process.	Management	has	already	accepted	the	majority	of	
the recommendations and put in place plans and resource 
to	address	them.	Good	progress	has	been	made	during	
the	year	against	the	agreed	actions.	KPMG	also	completed	
a risk assurance map which shows the assurance that the 
Committee and the Board receive that the principal risk 
mitigations are working effectively; this will also inform the 
topics in the Internal Audit plan. 

The	Board	also	commissioned	Deloitte	to	conduct	an	
assessment of our operating capabilities, processes and 
technologies to assess their robustness as the business 
continues to grow in scale and complexity. Further details 
are	in	the	report	below.	The	output	of	this	assessment	has	
been built into a three-year plan to upgrade our core systems 
and processes. While overall progress is being monitored by 
the Board, the Committee has oversight of any aspects that 
impact internal controls. 

Our	Executive	Board	has	continued	to	build	on	our	
risk management by establishing a Risk and Resilience 
Committee, which meets regularly to carry out a ‘deep dive’ 
peer review of each of our principal risks by rotation. While 
this is not a formal Board committee, the conclusions and 
actions are circulated to the Board and the Audit and Risk 
Committee, and feed into the Board risk review process. 
The	Committee	has	also	adopted	a	formal	‘Risk	Appetite	
Statement’, linked to our corporate purpose and strategic 
ambitions, and this is embedded into our risk management 
process through a monthly review of KPIs by the Risk and 
Resilience Committee. 

Ian Bull
Chair of Audit and Risk 
Committee

Audit and Risk Committee membership
The	following	Directors	served	on	the	Committee	during	the	
year,	and	meeting	attendance	is	set	out	in	the	table	below:

Member From To
Meetings
 attended Skill area

Ian Bull  
(Chair)

10 July 
2019

To	date 3/3 Financial 

William Reeve 1 July 
2015

To	date 3/3 Operational

Peter Ruis 10
 September 

2015

To	date 3/3 Operational

Arja	Taaveniku1 15 February
 2021

To	date 1/1 Operational

Paula Vennells2 4 September
 2019

25 April 
2021

2/2 Operational

1.	 	Arja	Taaveniku	was	appointed	to	the	Board	during	the	financial	year	and	
joined	the	Committee	on	appointment.	

2.  Paula Vennells stepped down from the Board during the financial year.

The	Company	Secretary,	Dawn	Durrant,	acts	as	secretary	to	the	Committee.
The	Committee	also	met	in	September	2021.
The	Chief	Executive	Officer,	Chief	Financial	Officer,	the	Chairman	and	
Deputy Chairman of the Board usually attend meetings by invitation. 
In	addition,	the	following	attended:	Group	Finance	Director,	Chief	
Information	Officer,	representatives	of	PwC	(for	external	audit	matters)	and	
representatives	of	KPMG	(for	internal	audit	matters).
The	Board	considers	that	Ian	Bull	has	recent	and	relevant	financial	
experience to chair the Committee, by virtue of his professional qualification 
and	his	previous	executive	roles,	including	as	Chief	Financial	Officer	of	
Parkdean	Resorts	Group,	Ladbrokes	plc	and	Greene	King	plc.	Members	of	
the Committee also demonstrate a breadth of experience across the retail 
and consumer goods sector through their current and previous roles – please 
see the Directors’ biographies on pages 96 to 99 for full details.
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The	principal	duties	of	the	Committee	are	to:

• Oversee	the	integrity	of	the	Group’s	
financial statements and public 
announcements relating to financial 
performance.

• Hold the relationship with the external 
auditor, agree the audit fee and oversee  
the external audit process.

• Establish	formal	and	transparent	
arrangements for considering how the 
Company should apply the corporate 
reporting, risk management and internal 
control principles.

• Oversee	the	internal	audit	process.

• Monitor	the	effectiveness	of	financial	
controls and the process for identifying  
and	managing	risk	throughout	the	Group.

• Monitor	the	financial	reporting	process	 
and submit recommendations.

• Monitor	the	statutory	audit	of	the	Annual	
Report and financial statements.

• Review and monitor the external auditor’s 
effectiveness, independence and the 
provision of additional services.

  �THE	FULL	TERMS	OF	REFERENCE	FOR	THE	
COMMITTEE	CAN	BE	FOUND	ON	THE	
GROUP’S	WEBSITE,	CORPORATE.DUNELM.
COM.	THESE	TERMS	WERE	LAST	REVIEWED	
BY	THE	COMMITTEE	IN	JUNE	2021.

The	Audit	and	Risk	Committee’s	twice-yearly	review	of	risk	
management and internal controls has continued; in February 
2021 we were able to remove ‘Brexit’ from our principal 
risk register, reflecting the successful management by the 
business of the transition, and the fact that any ongoing 
impact	is	not	material.	As	part	of	the	Group’s	increasing	 
focus on climate change and sustainability, management  
has	worked	with	Carbon	Trust	to	carry	out	an	assessment	 
of the risks and opportunities presented by climate change. 
The	output	of	this	review	informed	the	Board’s	strategy	
discussions	in	May,	and	have	been	fed	into	the	principal	 
risk register. Further details are in the Risks and Risk 
Management	section	on	pages	76	to	78,	the	Principal	Risks	
and	Uncertainties	section	on	pages	79	to	88,	and	in	the	
preliminary	report	on	page	48	prepared	in	line	with	the	Task	
Force	on	Climate-related	Financial	Disclosures	(TCFD).

Regulators and shareholders continue to raise the bar 
on the content and quality of narrative disclosures in the 
annual report, particularly on how the Directors have 
discharged their duties under s172 Companies Act, and on 
environmental, social and governance matters, particularly 
climate	change.	The	Committee	has	reviewed	management	
plans to further improve and enhance our reporting, as well 
as	the	preparations	to	fully	report	under	TCFD	from	next	
year. I am confident that we will continue to develop the 
transparency of our reporting in this area. 

The	Committee	has	considered	the	proposals	for	the	
reform of audit and corporate governance set out in the 
consultation paper issued by Department for Business, 
Energy	and	Industrial	Strategy	(BEIS)	in	March	2021.	The	
Board and the Committee support measures that increase 
the quality of governance, audit and transparency for the 
benefit of our shareholders and other stakeholders. We are 
already assessing what actions we would need to take to 
introduce an attestation statement surrounding the Internal 
Control Financial Review process and would expect to be well 
prepared if new regulations are introduced as a result of the 
consultation. 

Yours	faithfully,

Ian Bull
Chair of Audit and Risk Committee

8 September 2021

The Group has maintained a robust 
financial position and continued to 
maintain and improve its internal 
controls and risk management, 
despite being significantly 
impacted by ongoing challenges 
due to government restrictions.”

AUDIT AND RISK  
COMMIT TEE DUTIES 
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SUMMARY OF PRINCIPAL ACTIVITIES AND  
FOCUS FY21
Routine items
• Approval	of	the	FY20	full-year	results	issued	in	September	
2020	and	the	approval	of	the	FY21	half-year	results	issued	
in February 2021 and full-year results issued in September 
2021

• Assessment	of	the	key	estimates	and	adjustments	used	in	
respect of the half- and full-year results

• Review of the process for identifying and managing risk 
and a full review of the principal risks and how they are 
managed in September 2020, a mid-year review in February 
2021, and a further review in September 2021

• Review of business continuity and crisis management 
planning

• Verification of the independence of the external auditor, 
approval of the scope of the audit plan and the audit fee, 
and review of the external auditor’s audit findings

• Review of fraud and Bribery Act controls and cyber security, 
which are standing agenda items for each meeting

• Review of supplier payment practices

• Receipt of internal audit reports

• Approval of the annual Audit and Risk Committee Report

• Review	of	whether	the	FY20	and	FY21	Annual	Reports	are	
‘fair, balanced and understandable’

• Annual	review	of	committee	terms	of	reference,	Tax	
Strategy, policy on use of auditors for non-audit services, 
and auditor rotation policy

• Formal review of external auditor performance

• Formal review of committee effectiveness

Specific topics and items reviewed
• Enhanced	Going	Concern	and	Viability	Statement	in	the	

light of Covid-19

• Establishment	of	the	Risk	and	Resilience	Committee

• Board ‘What keeps us awake at night?’ discussion held.

• Development of a formal Risk Appetite Statement and 
consideration of how this is embedded into core risk 
management processes

• Review	of	an	Assurance	Map	in	relation	to	the	principal	risks

• New	reporting	requirements	for	FY20	and	FY21,	including	
the	Corporate	Governance	Statement	against	the	2018	
Corporate	Governance	Code,	enhanced	disclosure	under	
s172 Companies Act and new executive pay reporting 
requirements

• Approach to climate change risk assessment and reporting, 
and	preparation	for	reporting	under	the	Task	Force	on	
Climate-related Financial Disclosures

• Assessment of our environmental, social and governance 
reporting against the recommendations issued by the 
World	Economic	Forum	(WEF)	and	the	Sustainability	
Accounting	Standards	Board	(SASB)	

• Understanding	and	considering	our	approach	to	proposed	
audit and corporate governance reforms as set out in the 
BEIS	consultation	issued	in	March	2021

FOCUS AREAS FOR FY21 AND BEYOND
• Preparing for implementation of audit and corporate 
governance	reforms	anticipated	following	the	BEIS	
consultation

• Continuing to evolve our approach to risk and resilience 
through oversight of the Risk and Resilience Committee

• Ensuring	risk	management	is	instrumental	in	driving	the	
internal audit and assurance plan

• Continuing close oversight by the Board of development  
of our cyber security capabilities

• New	reporting	requirements	for	FY21,	FY22	and	beyond.	

• First	full	report	under	the	Task	Force	on	Climate-related	
Financial Disclosures

• Continuing to evolve our environmental, social and 
governance reporting and the quality of supporting data,  
in line with emerging regulation and investor requirements

• Maintaining	high	standards	in	relation	to	material	estimates,	
judgements	and	rationale

AUDIT AND RISK COMMITTEE ACTIVITIES IN MORE 
DETAIL FY21
This	report	provides	details	of	the	role	of	the	Audit	and	Risk	
Committee and the work it has undertaken during the year 
and at its meeting in September 2021 when this Annual 
Report and financial statements were approved.

COMMITTEE EFFECTIVENESS 
The	effectiveness	of	the	Committee	was	reviewed	through	 
the formal Board review process in June 2021. 

This	concluded	that	the	Committee	is	well	chaired,	properly	
constituted, effectively performs its delegated role and 
reports	back	clearly	and	fully	to	the	Board.	The	review	
also considered the practice that we welcome of regular 
attendance by all Board members at Committee meetings, 
and it was concluded that this remains an effective way for 
all Board members to understand the finances and internal 
control and risk management for which the Board  
is accountable.

SIGNIFICANT ISSUES AND JUDGEMENTS RELATING 
TO THE FINANCIAL STATEMENTS
Within its terms of reference, the Committee monitors the 
integrity of the annual and interim reports, including a review 
of	the	significant	financial	reporting	matters	and	judgements	
contained in them.

At its meetings in September 2020, February 2021 and 
September 2021, the Committee reviewed a comprehensive 
paper	prepared	by	the	Chief	Financial	Officer,	which	analysed	
the	Group’s	results	for	the	financial	year;	highlighted	matters	
arising	in	the	preparation	of	the	Group	financial	statements;	
and provided information to support the Directors’ viability 
and	going	concern	statements.	The	Committee	also	
considered a paper prepared by the external auditor,  
which	included	significant	reporting	and	accounting	matters.	
There	were	no	material	matters	requiring	the	Committee	to	
make amendments to the reports.
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VIABILITY STATEMENT AND RISK MANAGEMENT
In line with regulatory guidance and consideration of the 
Covid	pandemic,	the	Going	Concern	and	Viability	Statement	
in	the	FY20	annual	report	was	significantly	expanded	in	the	
light of the uncertainty caused by the Covid-19 pandemic, and 
the	supporting	analysis	was	increased	accordingly.	In	FY20	it	
included both a ‘severe but plausible’ downside scenario and 
a	‘reverse	stress	test’.	This	exercise	was	considered	to	provide	
a useful level of assurance and was repeated in relation to the 
FY21	financial	statements.	In	line	with	the	Group’s	most	recent	
financial	plan,	and	anticipating	the	BEIS	reforms,	in	FY21	the	
Board reverted to a five-year time horizon for the Viability 
Statement. At the Committee’s meeting in September 2021, 
the Committee reviewed the Viability Statement given by the 
Board in this report and the process in place to support the 
assurance given and confirmed that it is appropriate and in 
compliance	with	regulatory	requirements.	This	review	took	
into	account	the	principal	risks	facing	the	Group,	the	impact	
of Covid-19 and the process by which they are managed by 
the Board and management and were able to support the 
adoption	by	the	Board.	The	Going	Concern	and	Viability	
Statement can be found on pages 89 to 91.

REVIEW OF NARRATIVE REPORTING
Last year the narrative sections of the Annual Report 
were updated to comply with a number of new reporting 
requirements, including the first report against the 2018 
Corporate	Governance	Code,	an	enhanced	statement	of	
how the Board has complied with s172 Companies Act, and 
the	inclusion	of	the	CEO	pay	ratio.	This	year,	the	Committee	
reviewed the enhancements made to the corporate 
governance disclosures and other parts of the annual report 
to address the findings of the Financial Reporting Council 
(FRC)	in	its	Annual	Review	of	Financial	Reporting	issued	
in	November	2020,	its	Review	of	Corporate	Governance	
Reporting issued in November 2020, its updated guidance on 
Corporate	Governance	and	Reporting	issued	in	December	
2020,	and	its	Year	End	letter	to	CEOs,	CFOs	and	Audit	
Committee Chairs. As a result of this review, a number 
of improvements have been made to the disclosures in 
this report, including those which relate to the Corporate 
Governance	Code,	s172	Companies	Act,	the	Viability	
Statement	and	alternative	performance	measures	(APMs).	

Last year the Committee reported on the increased 
focus of the Board and management on environmental, 
social and governance matters, including climate 
change, reflecting the growing importance of these 
topics in society. 

In January 2019 we committed to report in accordance 
with	the	Task	Force	on	Climate-related	Financial	
Disclosures	by	FY22,	ahead	of	the	introduction	of	the	
regulatory requirement to do so. We have published 
an initial short form statement in this Annual Report on 
pages	48	to	51.	During	the	year,	the	Board	and	Executive	
Board	have	continued	our	work	with	Carbon	Trust,	to	
model our Scope 1, 2 and 3 carbon emissions, and set 
a target to reduce our Scope 1 and 2 emissions by 2030 
against a 2019 baseline, which are aligned to science-
based targets, and to carry out the first stage of a climate 
change	risk	assessment.	This	work	was	circulated	to	the	
Board	in	advance	of	its	strategy	discussions	in	May	2021	
and informed the debates on our 2030 ambitions and 
sustainability targets and the five-year plan. It was also 
incorporated into the review of principal risks by the 
Committee and the Board in September 2021.  
In September 2021, the Board has approved our 2030 
target	to	reduce	Scope	3	emissions.	In	FY22,	the	Board	
will oversee development of the climate change risk 
assessment and ensure that processes are in place to 
deliver	the	targets	and	measure	progress.	This	work	will	
be reviewed by the Committee throughout the year.

The	Committee	has	also	reviewed	the	Group’s	
environmental,	social	and	governance	(ESG)	reporting	
as a whole against the recommendations of the World 
Economic	Forum	(WEF)	in	its	‘Measuring	Stakeholder	
Capitalism’ paper issued in September 2020, against 
the relevant parts of the guidance issued by the Value 
Reporting Foundation (formerly the Sustainability 
Accounting	Standards	Board)	(SASB),	and	alongside	
information	scrutinised	by	the	largest	of	our	ESG	
investment	ratings	agencies.	The	Committee	considered	
management’s proposals to enhance our disclosures 
in	this	and	the	FY22	annual	reports	to	include	relevant	
narrative and associated KPIs, and the outcome is 
reflected throughout this report, particularly in the 
Sustainability	section.	The	KPIs	and	assurance	provided	 
in support were also reviewed by the Committee.

References to data required in these guidelines will be 
made	available in	ESG	data	sheets	on	our	corporate	
website.

ENVIRONMENTAL , SOCIAL AND 
GOVERNANCE REPORTING

G
O

V
E

R
N

A
N

C
E

S
TR

A
TE

G
IC

 R
E

P
O

R
T

FIN
A

N
C

IA
L S

TA
TE

M
E

N
TS

O
TH

E
R

 IN
FO

R
M

A
TIO

N

133DUNELM GROUP PLC  ANNUAL	REPORT	&	ACCOUNTS	2021



DISCUSSING AND ADDRESSING SIGNIFICANT 
ISSUES
The	major	accounting	issues	discussed	by	the	Committee	in	
September	2021	in	relation	to	the	FY21	Annual	Report	and	
Accounts	were	as	follows:	

Provisions for inventory
The	Committee	considered	the	approach	taken	by	
management and assessed available evidence. Particular 
attention was given to reviewing the provision for obsolete, 
slow-moving or discontinued inventories including the 
utilisation	of	provisions	reported	in	prior	periods.	The	
Committee noted that management has refined the 
calculation	to	be	more	mechanical	and	less	judgemental,	
with	specific	items	such	as	the	Ever	Given	impact	assessed.	
The	Committee	concluded	that	the	values	recorded	in	the	
financial statements are appropriate. 

Impairment review
While	a	full	store	impairment	trigger	did	not	exist	in	FY21	
due to the strong financial performance across the estate, 
management have tested the least profitable stores. In line 
with IAS36, we have reviewed the future cashflows of each 
‘cash	generating	unit’	compared	to	their	value	in	use.	Of	these	
stores, two are considered by management to be impaired 
at	an	expense	of	£1.2m.	The	Committee	has	analysed	the	
results of this review and is satisfied that management has 
appropriately identified all individual ‘cash generating units’ 
where an individual impairment test is required and the 
cashflows and assumptions used in calculating the associated 
impairment charge is reasonable. 

FAIR, BALANCED AND UNDERSTANDABLE
At the request of the Board, the Committee also considered 
whether the Annual Report and financial statements as a 
whole are ‘fair, balanced and understandable’. Factors taken 
into	account	included:

• Does	the	narrative	of	the	CEO	Review	and	CFO	Review	
fairly	reflect	the	performance	of	the	Group	over	the	period	
reported on?

• Are the narrative sections consistent with each other, and 
with the financial statements?

• Is the connection between strategy and remuneration 
clearly described?

• Can readers easily identify key events that happened 
during the year?

• Is the language and tone of voice used commensurate with 
the spirit of ‘fair, balanced and understandable’?

Committee members received the draft Annual Report 
and Accounts in advance and had the opportunity to make 
comments in advance of the formal meeting at which the 
report was tabled for approval.

Following its review, the Committee confirmed to the Board 
that	in	its	view	the	FY21	Annual	Report	was	‘fair,	balanced	
and understandable’ and provided the information necessary 
for our shareholders to assess the Company’s position, 
performance, business model and strategy.

EXTERNAL AUDIT
External auditor
The	report	and	financial	statements	were	audited	by	
PricewaterhouseCoopers LLP, following the firm’s 
appointment as statutory auditor in January 2014. 

As	reported	last	year,	our	audit	partner	from	the	FY19	audit	
onwards	is	Mark	Skedgel.

PricewaterhouseCoopers LLP attended the Committee 
meetings in September 2020, and February, June and 
September	2021.	The	Committee	also	met	privately	with	the	
auditor during each meeting and, as Chair of the Committee,  
I had regular dialogue with the audit partner.

EXTERNAL AUDIT EFFECTIVENESS AND 
INDEPENDENCE
It is the responsibility of the Audit and Risk Committee to 
assess the effectiveness and independence of the external 
audit process.

The	Chief	Financial	Officer	and	her	team	presented	their	
review	of	the	FY20	audit	in	February	2021.	This	covered	a	
number	of	aspects	including:	

• The	quality	of	the	audit	work	and	the	reports	provided	to	
the Committee and the Board and the quality of advice 
given.

• The	level	of	understanding	demonstrated	by	the	audit	team	
of	the	Group’s	businesses	and	the	retail	sector.

• The	objectivity	of	the	external	auditor’s	views	on	the	
controls	around	the	Group,	the	robustness	of	challenge	to	
management and appropriate scepticism and findings on 
areas	which	required	management	judgement.

• The	findings	from	the	FRC’s	annual	inspection	of	auditors	
published	in	May	2020.

The	Committee	reviewed	the	effectiveness	of	the	audit,	
taking	into	account	the	Chief	Financial	Officer’s	paper.	
Its conclusion was that the audit had been effective and 
carried	out	with	the	necessary	objectivity	and	challenge	to	
demonstrate independence and that there were no significant 
issues	to	highlight.	In	its	review	of	the	FY21	audit	the	
Committee	will	use	the	Audit	Quality	Indicators	(AQIs)	being	
developed by PwC, in line with the focus areas set out in 
FRC’s letter to audit firms of November 2019 (risk assessment, 
resourcing, timeliness, challenge, reporting and continuous 
improvement),	to	inform	its	review.
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EXTERNAL AUDITOR APPOINTMENT FOR FY21 
It is the Committee’s responsibility to make recommendations 
to the Board in relation to the appointment, reappointment 
and removal of the external auditor, and to agree the audit fee.

In February 2021, the external auditor presented their 
strategy	for	the	FY21	audit	to	the	Committee.	The	Committee	
reviewed and agreed with the external auditor’s assessment 
of	risk.	The	Committee	also	reviewed	and	agreed	the	audit	
approach and the approach to assessing materiality for the 
Group.

The	fee	proposed	by	PricewaterhouseCoopers	LLP	for	
the	statutory	audit	of	the	Group	and	Company	financial	
statements	and	the	audit	of	Group	subsidiaries	pursuant	to	
legislation was £254,000.

Taking	into	account	the	review	of	the	FY20	audit	and	
the proposed plan and fee, the Committee agreed that 
PricewaterhouseCoopers LLP be reappointed as auditor for 
the	FY21	audit	for	the	fee	proposed.	Resolutions	to	reappoint	
PricewaterhouseCoopers LLP as auditor and to authorise 
the Directors to agree their remuneration will be put to 
shareholders	at	the	AGM.

SAFEGUARDING AUDITOR INDEPENDENCE AND 
OBJECTIVITY 
The	Committee	is	aware	that	the	use	of	audit	firms	for	non-
audit work is a sensitive issue for investors and corporate 
governance analysts, as it could potentially give rise to a 
conflict	of	interest	and	jeopardise	the	independence	of	the	
audit process.

Following	the	issue	of	the	EU	Audit	Directive	in	June	2016,	we	
reviewed our policy on the use of auditors for non-audit work 
in	September	2016.	The	full	policy	is	available	on	our	website,	
corporate.dunelm.com,	but	in	summary	from	FY17:

• Fees for non-audit services provided by the statutory 
auditor in any year may not exceed 70% of the average fees 
for	the	Group	statutory	audit	in	the	three	previous	years.

• The	auditor	is	prohibited	from	providing	certain	non-audit	
services,	including:	almost	all	tax	work;	internal	audit;	
corporate finance; involvement in management activities, 
including working capital and cash management and the 
provision of financial information.

• The	external	auditor	may	not	be	engaged	to	provide	any	
non-audit services without the agreement of the Audit and 
Risk Committee Chair. 

POLICY

We believe that our policy is still relevant and safeguards 
auditor	independence	and	objectivity	effectively.	In	June	
2020, we adopted a formal policy on recruitment of former 
employees of the external auditor, which is also available 
on our website, to further promote this. We are pleased to 
confirm that we complied with all of these policies during  
the year.

During the period we paid PricewaterhouseCoopers LLP 
£40,000 for their review of the interim financial statements 
(considered	to	be	a	non-audit	service).	No	other	non-audit	
services were provided by the external auditor. Fees paid to 
PricewaterhouseCoopers LLP for audit work were £254,000.

AUDITOR ROTATION
A competitive tender is in the best interests of shareholders, 
and our auditor rotation policy is that we will tender the audit 
at least once every ten years; we will change auditor at least 
every 20 years; and we will invite at least one firm outside 
the	‘Big	Four’	to	participate.	This	is	in	line	with	the	current	
EU	Audit	Directive.	The	latest	date	for	the	next	tender	will	
therefore	be	for	the	FY24	audit,	which	we	are	likely	to	conduct	
in	FY23.	The	Committee	is	aware	of	the	government	proposal	
for	shared	audits	of	FTSE350	companies;	if	this	becomes	law	
we will take this into account in the tender process.

I	can	confirm	that	the	Company	has	complied	with	The	
Statutory	Audit	Services	for	Large	Companies	Market	
Investigation	(Mandatory	Use	of	Competitive	Tender	
Processes	and	Audit	Committee	Responsibilities)	Order	 
2014 during the financial year.

RISK MANAGEMENT AND INTERNAL CONTROL
Effectiveness of risk management and internal  
control systems
The	Committee	is	responsible	for	assessing	the	scope	and	
effectiveness of the systems established by management 
to identify, assess, manage and monitor financial and non-
financial	risks,	and	to	consider	the	level	of	assurance.	The	
effectiveness of our risk management and internal control 
systems are reviewed annually and this was carried out in 
September	2020	and	September	2021.	The	conclusion	of	this	
review	was	that:

• The	systems	established	by	management	to	identify,	
assess, manage and monitor financial and non-financial 
risks and identify emerging risks have been improved year 
over year and are effective; and 

• The	assurance	on	risk	management	and	internal	control	
systems is sufficient to enable the Board to satisfy itself that 
they are operating effectively.
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The Committee considers that the 
processes in place to manage risk by 
the Board are robust and working 
effectively.

In	FY21,	management	proposed	to	
enhance this process by establishing 
a ‘Risk and Resilience Committee’ – 
this	is	an	Executive	Committee,	not	a	
formal Board Committee. It is chaired 
by Laura Carr, the Chief Financial 
Officer,	and	attended	by	Dawn	
Durrant, Company Secretary, as well 
as	the	Chief	Information	Officer,	the	
Group	Finance	Director,	the	Head	of	
Health and Safety and other senior 
representatives from other functions. 
This	Committee	meets	monthly	to	
carry out a ‘deep dive’ into one of 
the principal risks with the relevant 
Executive	owner.	At	each	meeting,	
a detailed cross-functional internal 
peer review of the risk and mitigations 
is conducted to provide challenge 
and to identify any cross-functional 
dependencies or impacts, and any 
emerging risks. Standing agenda 
items for each meeting also include a 
review of cyber security, and of KPIs 
associated with each principal risk 
that are used to identify any failures 
in risk mitigation which would require 
management	action.	The	intention	is	to	
review each principal risk at least once 
a year, with the highest-impact risks 
(measured	by	likelihood	and	severity)	
reviewed	at	least	twice	a	year.	In	FY21	
the	principal	risks	reviewed	were:	
IT	systems,	data	and	cyber	security;	
Competition, market and customers; 
Supply chain disruption; People 
and culture; and Climate change 
and environment. A summary of the 
conclusions and actions is circulated to 
the	Executive	Board	after	each	meeting	
and the Audit and Risk Committee is 
updated at each meeting.

The	Audit	and	Risk	Committee	carried	
out a formal risk review in September 
2020, February 2021 and September 
2021. In each case the Committee 
noted that specific consideration was 
given through the risk review process 
with	management	and	by	the	Executive	
Board, Audit and Risk Committee and 
Board discussions to any ’emerging 
risks’, or risks which have increased in 
severity, for example, this included in 
the year the increasing importance of 
climate change. 

The	Board	held	one	of	its	regular	
discussions of ‘What keeps us awake 
at night?’ in June 2021, coupled with 
a review of the factors which make 
Dunelm able to withstand the impact 
of a low probability, high impact 
risk, or more than one risk impacting 
simultaneously.	This	was	fed	into	the	
review of principal risks in September 
2021. In February 2021 we removed 
‘Brexit’ from our principal risk register, 
reflecting the fact that potential 
disruption	from	leaving	the	European	
Union	had	been	successfully	mitigated	
and its ongoing impact is not material. 
We also noted that individual principal 
risk topics are reviewed by the Board 
through the rolling agenda, as well 
as consideration of the output of 
the executive Risk and Resilience 
Committee, see above. 

In June 2021, the Committee adopted 
a formal Risk Appetite Statement, 
which can be found on our website 
at	corporate.dunelm.com.	This	is	
brought to life in a practical way by 
the KPIs which we use to measure the 
effectiveness of the mitigations in 
place in respect of our principal risks. 
These	are	reviewed	monthly	by	the	
Risk and Resilience Committee;  

if measures go into the ‘red’ tolerance 
zone, this is highlighted to the 
Executive	Board	so	that	action	can	be	
taken	if	needed.	The	KPI	measures	are	
also reviewed by the Committee and 
the Board as part of the twice-yearly 
review of principal risks. 

We	also	asked	KPMG,	our	Internal	
Auditor, to carry out a risk assurance 
exercise, and this was presented to 
the	Committee	in	June	2021.	This	was	
designed to assess the internal and 
external assurance measures in place 
to measure the effectiveness of the risk 
mitigations.	The	review	concluded	that:

• There	is	a	significant	level	of	
assurance activity across all 
three ‘lines of defence’, with 
compensating controls where 
no assurance activity has been 
identified

• All	principal	risks	are	subject	to	the	
explicit	oversight	of	the	Executive	
and	the	Group	Board

• There	is	a	degree	of	overlapping	
activity, for example at the Risk 
and Resilience Committee and the 
Performance	Executive	meeting

• Management	has	identified	a	
number of gaps or additional 
activity it would like to introduce, 
and these will be progressed

During the year, the Committee also 
reviewed our business continuity 
planning,	including	IT	continuity,	
noting the continued progress being 
made to keep these up to date and 
improve them; and our insurance 
programme which it considered to  
be satisfactory.

RISK MANAGEMENT AND RISK AND RESILIENCE COMMIT TEE
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INTERNAL CONTROL FRAMEWORK
In 2015 the Committee adopted a formal internal control 
framework,	covering	the	following	areas:	business	ethics	
including anti-bribery controls; accountabilities; people 
management, including succession planning; development 
and alignment of incentives; risk management processes; 
internal financial control; crisis management; monitoring 
and reporting. Since that date, the business has grown 
significantly and its complexity has increased. 

As	reported	last	year,	in	2019	we	appointed	KPMG	as	our	
Internal	Auditor,	and	their	first	project	was	to	complete	an	
independent internal controls ‘health check’ which was 
presented to the Committee in June 2020. A number of areas 
for improvement were identified, the first phase of which the 
Committee,	Board	and	Executive	Board	supported	and	built	
into	a	detailed	and	costed	programme	for	FY21	onwards.	The	
initial	focus	of	the	plan	has	been	in	the	areas	of:	payroll;	core	
controls	in	finance	and	supporting	IT	controls.	Good	progress	
has been made during the year against the agreed actions. 
The	report	has	also	informed	the	priorities	in	the	Internal	
Audit plan described below.

In December 2020, the Board appointed Deloitte to carry 
out an end-to-end assessment of our operating capabilities, 
processes and technologies to ensure that we have the 
foundations in place to support our ambitious strategic 
growth	plans.	The	output	of	this	assessment	has	been	
built into a three-year plan to update our core systems and 
processes. While progress is being monitored by the Board, 
the Committee has oversight of any aspects that impact 
internal controls and risk management. 

INTERNAL AUDIT
KPMG	completed	its	first	full	year	as	Internal	Auditor	in	FY21.	

Reviews	completed	in	the	year	are	set	out	below:

Payroll 

Core	financial	controls	and	IT	general	controls

Cyber security maturity assessment

As	noted	above,	KPMG	also	conducted	a	risk	assurance	
mapping exercise in the year. Reports were discussed by the 
Committee and the Board and a number of recommendations 
made; these have been reviewed by management and 
actions have been and are being taken to address them, 
with	appropriate	resource	and	investment	allocated.	The	
Committee monitored progress against actions agreed 
following these reports, as well as the reports received in 
FY20.	The	majority	of	these	have	been	completed	in	the	
agreed timescale, and the actions have been incorporated 
into the rolling internal audit plan. 

KPMG	completed	internal	audit	reviews	of	payroll,	core	
financial	controls	and	IT	general	controls	and	a	cyber	
security maturity assessment in the year, and a number 
of recommendations were made. Additional resource 
was allocated by management to implement priority 
improvements, a number of which have been completed. 
In response to the cyber risk materiality assessment 
management also decided to adopt the more mature  
and	formal	framework	of	ISO27001.

CYBER SECURITY AND DATA PROTECTION/GDPR
Cyber and data security remains one of the most important 
risk areas and it is a standing Committee agenda item, as well 
as being one of the Board’s principal risks, as outlined in the 
‘Risks	and	Uncertainties’	section	on	page	86	of	this	Annual	
Report. 

At its ‘What keeps us awake at night?’ discussion in June, cyber 
and data security was highlighted as a risk that is increasing 
in both likelihood and severity as cyber criminals become 
more sophisticated, and the Board has supported the Chief 
Information	Officer,	who	joined	the	business	in	April,	on	his	
plans to increase the capability and resource of Dunelm’s 
internal cyber and data security team. A Head of Information 
Security has been appointed, and the resource in the team 
will	be	further	increased	in	FY22.	In	the	meantime	planned	
improvements will continue. An externally facilitated ‘desktop’ 
simulation involving a cyber breach scenario was conducted in 
July 2021, and the learnings implemented into our crisis plan.

There	were	no	reportable	data	breaches	in	the	year.

AUDIT AND CORPORATE GOVERNANCE REFORM
The	Committee	has	considered	and	continues	to	monitor	the	
proposed audit and corporate governance reforms set out in 
the consultation paper issued by Department for Business, 
Energy	and	Industrial	Strategy	(BEIS)	in	March	2021.	The	
Board and the Committee support measures that increase 
the quality of governance, audit and transparency for the 
benefit of our shareholders and other stakeholders. As usual, 
we will aim to apply any changes that are implemented in a 
pragmatic way, which adds value to our business.

Approved by the Board on 8 September 2021. 

Ian Bull
Chair of the Audit and Risk Committee

8 September 2021
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