
Risk management underpinned by culture and shared values.

OUR APPROACH
The Board as a whole takes 
responsibility for the management of 
risk throughout the business. There 
is a formal process for identifying, 
assessing, and reviewing risk, as 
described opposite on page 69. In 
addition, our Audit and Risk Committee 
oversees the risk management process 
as part of its activities.

PROCESSES UNDERPINNED 
BY CULTURE AND SHARED 
VALUES
We believe that risk is best 
managed by a combination  
of the following:

• Formal risk management 
processes as described in 
this report.

• The Board and senior 
management leading by 
example.

• Alignment through promoting 
colleague shareholding in 
Dunelm.

• Embedding our purpose, 
culture, and shared values.

PROCESS FOR PREPARING CONSOLIDATED FINANCIAL STATEMENTS
The Group has established internal control and risk management systems in 
relation to the process for preparing consolidated financial statements. 
The key features of these systems are:

• Management regularly monitors and considers developments in accounting 
regulations and best practice in financial reporting and, where appropriate, 
reflects developments in the consolidated financial statements. The 
external auditor also keeps the Audit and Risk Committee apprised of these 
developments.

• The Audit and Risk Committee and the Board review the draft consolidated 
financial statements. The Audit and Risk Committee receives reports from 
management and the external auditor on significant judgements, changes 
in accounting policies, changes in accounting estimates and other pertinent 
matters relating to the consolidated financial statements and provides 
robust and independent challenge to management where appropriate.

• The full-year financial statements are subject to external audit and the 
half-year financial statements are reviewed by the external auditor.

RISK MANAGEMENT FRAMEWORK 
The Board confirms that:

• There is an ongoing process for 
identifying, evaluating and managing 
the principal risks faced by the Group, 
including to identify emerging risks.

• The systems have been in place for 
the year under review and up to the 
date of approval of the Annual Report 
and financial statements.

• The principal risks are reviewed at 
least twice a year by the Board.

• The systems accord with the 
guidance to audit committees issued 
by the Financial Reporting Council 
dated April 2016.

BOARD

Collective responsibility for internal 
control

Formal list of matters reserved for decision 
by the Board

Control framework setting out 
responsibilities

Approval of key policies and procedures

Monitors performance

INTERNAL CONTROL AND INTERNAL AUDIT
The Board is responsible for the Group’s system of internal control and for reviewing 
its effectiveness. The table below summarises the Group’s system:

EXECUTIVE BOARD

Responsible for operating within the 
control framework

Reviews and monitors compliance with 
policies and procedures

Recommends changes to controls/ 
policies where needed

Monitors performance

AUDIT AND RISK COMMITTEE

Oversees effectiveness of internal control 
process

Receives reports from external auditor

Approves independent internal audit 
programme

Receives reports generated through the 
internal audit programme

INTERNAL AUDITOR 

Provides assurance to the Audit and Risk Committee through independent reviews of 
agreed risk areas

The Audit and Risk Committee has oversight of the system of internal controls and 
of the internal audit programme and receives the report of the external auditor 
following the annual statutory audit.

It should be noted that internal control systems such as this are designed to 
manage rather than eliminate the risk of failure to achieve business objectives and 
can provide only reasonable, and not absolute, assurance against material loss or 
accounting misstatement.
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BOARD

Sets the risk appetite for the Group.

Conducts formal reviews of principal risks 
(including emerging risks) and the risk 
KPIs at least twice a year – one of which is 
in connection with consideration of the 
viability statement (see pages 80 to 81).

Risk topics reviewed in depth through 
regular timetabled presentations or papers.

Regular discussions of ‘What keeps us 
awake at night?’.

Monitors KPIs which measure the 
effectiveness of risk mitigations through 
Board reports.

Ensures strategic investment in controls 
and risk mitigation and manages risk 
prioritisation.

Ensures Executive Directors have 
responsibility for managing specific risks.

Assesses the coverage and adequacy  
of independent assurance.

Collectively responsible for managing risk

Receives a formal review of the principal 
risks, risk KPIs and the risk management 
process twice yearly.

Reviews the Group risk appetite statement 
annually. 

Conducts formal reviews of the risk 
management process twice a year – one of 
which is in connection with consideration of 
the viability statement (see pages 80 to 81).

Receives a report from the Risk and 
Resilience Committee (executive level 
committee) at each meeting on its activities.

Holds the relationship with the internal 
auditor, approves the rolling internal audit 
programme, and receives internal audit 
reviews of selected risks.

Selects and proposes topics for ‘key risk’ 
reviews by the Board.

Oversees risk management process

AUDIT AND RISK COMMITTEE 

Members responsible for managing risk 
within their areas of accountability.

Conducts formal reviews of principal risks 
(including emerging risks) twice a year.

Reviews risk topics through regular 
timetabled presentations or papers.

Monitors KPIs which measure the 
effectiveness of risk mitigations.

Delegates line responsibility for managing 
individual risks within their area of 
accountability to individual Executive 
Board members, and oversight of these  
to the Risk and Resilience Committee.

Collectively responsible for managing principal and operational risks

EXECUTIVE BOARD 

Oversight and review of the principal and 
operational risk registers and the process 
by which they are compiled.

Reviews the risk landscape, ranks the 
principal risks, and identifies emerging risks.

Monthly review of the risk KPIs which 
measure the effectiveness of the mitigations 
for principal risks and requires explanation 
from relevant management where the 
indicator is outside the tolerance range.

Regular cross-functional ‘deep dive’ of 
each of the principal risks and associated 
operational risks.

Reports monthly to the Executive Board 
and to the Audit and Risk Committee at 
each meeting.

Conducts a formal review of the principal 
risks (including emerging risks) twice a year 
in advance of submission to the Executive 
Board and the Group Board.

Oversight of principal and operational risks

RISK AND RESILIENCE COMMITTEE 

Chair of the Risk and Resilience Committee. Presents the outcome of the risk review 
to the Executive Board, the Audit and 
Risk Committee and the Group Board 
twice a year.

With the Company Secretary, ensures 
that principal risk topics are scheduled for 
regular review by the Executive Board and 
the Group Board.

Ensures that risk management processes are adhered to

CHIEF FINANCIAL OFFICER

Overview of risk management responsibilities
The table below sets out how responsibility for risk management is allocated  

and how that responsibility is discharged:

i See page 126 for more information on the Risk and Resilience Committee’s activities during the year.

i See page 126 for the Audit and Risk Committee’s review of the risk management and internal control systems.
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Principal risks and 
uncertainties

PRINCIPAL RISKS AND 
UNCERTAINTIES ASSESSMENT 
The Board confirms that it has carried 
out a robust assessment of the principal 
risks facing the Group, including 
emerging risks, and those that would 
threaten its business model, future 
performance, solvency, or liquidity. 
The Board’s assessment of the principal 
risks and uncertainties facing the Group 
and the mitigation in place is set out on 
pages 72 to 79.

CHANGES TO PRINCIPAL RISKS 
IN THE YEAR 
No new principal risks were identified 
in the year, however there were four 
risks where the potential impact had 
increased over the year, with the 
remaining risks having no change 
in their overall impact. We have also 
renamed one of our principal risks.

The first two risks where the potential 
impact has increased are competition, 
markets and customers and business 
efficiency. Whilst the macroeconomic 
outlook remains uncertain, we remain 
confident in the resilience of our 
business model and the ability of our 
colleagues and suppliers to adapt to 
change quickly. However, our ability to 
deliver against our strategy and achieve 

our growth ambitions in the short term 
will likely be impacted by increased 
inflationary pressures, which have been 
compounded by geopolitical instability. 
The potential impact on consumer 
spending and possible competitive 
pricing action puts increasing pressure 
on demand for our customer offer and 
on gross and net margins.

The third principal risk where the 
potential impact has heightened is 
supply chain disruption. The business 
is facing significant supply chain 
disruption due to the pressures of 
inflation and ongoing Covid-19 related 
supply chain issues. During the year 
shipping container rates have risen 
significantly and domestic UK labour 
shortages continued, which has 
increased the pressure on costs and 
wages and in some situations impacted 
the flow of goods. 

The final principal risk where the 
potential impact has increased in the 
year is people and culture. Whilst 
we remain confident in our culture 
and employment proposition, the 
consequences of the pandemic, 
including skills shortages and wage 
inflation, have contributed to a tight 
labour market in both operational roles 
and some key specialist areas.

’Resilience’ was a new risk introduced 
in FY20 to acknowledge the impact 
of the Covid-19 pandemic as well as 
to address low probability and high 
impact black swan events. The title 
has been updated to align more 
closely with the description of the risk 
and catastrophic business events is 
considered to be more appropriate. 

Emerging risks
Risks continue to evolve and an awareness 
of emerging risks is important in driving 
effective strategic planning. Monitoring 
and understanding the potential 
implications of emerging risks allows 
us to build a consideration of these into 
our decision-making processes. 

While no emerging principal risks were 
identified in the year, either through our 
Board and Audit and Risk Committee 
or our Executive Board discussions, 
our response to the war in Ukraine on 
the opposite page is an example of 
how our risk management processes 
respond to new or heightened risks. 
In addition, we have detailed how we 
responded to supply chain disruption 
risks in FY22 on page 73.

RISK APPETITE
The Board sets the risk appetite for the Group, taking into consideration 
the expectations of its shareholders and other stakeholders. The clear 
articulation of our risk appetite provides for an effective mechanism to inform 
investment decisions, facilitate the discussion of risk, set parameters within 
which objectives must be delivered, and support the awareness of risk by 
our colleagues and partners. During the year the Board reviewed the Group 
risk appetite and confirmed that it remained appropriate and addressed 
uncertainties in the current economic environment. 

The Group has a moderate to high risk appetite in pursuit of its purpose-led 
strategy and a prudent appetite to financial risk. We have a very low appetite 
for risks to our brand and reputation, which includes the health and safety 
of our colleagues, customers, suppliers, and visitors to our premises, and 
non-compliance with our policies and procedures.

We have a very low risk appetite for the misuse of information, cyber and data 
security and risks that could affect the availability of technology to support 
our systems, premises, and colleagues. Finally, we have a low appetite for the 
risk of outsourcing key business processes, functionality, and services.

The full Group risk appetite statement  is available from the corporate website at: 
corporate.dunelm.com.
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HOW WE RESPONDED AND MANAGED OUR RISKS DURING THE WAR IN UKRAINE
CASE STUDY:
When Russia invaded Ukraine in February 2022, the Executive Board set up a cross-functional Working Group to co-
ordinate response activities, chaired by the Group Finance Director, and with the Company Secretary representing the 
Executive Board. The Working Group assessed the impact of the crisis on our principal risks and ensured that required 
actions were taken, as set out below:

Regulatory and 
compliance

Assessed legal and governance requirements under the sanctions imposed by the UK Government and 
briefed relevant internal teams. Linked into the British Retail Consortium to ensure we kept abreast of changes 
and market practice.

IT systems, data, and 
cyber security 

Increased our cyber defences to address increased risk of attack from Russia. Also assessed any data flows to 
understand any links to Russia, of which there were none, and cut off links to Russian IP addresses.

Finance and treasury Reviewed payments to ensure no breach of the HM Treasury sanctions regime and controls were put in place to 
monitor this regularly. Increased level of US$ forward cover to upper end of our policy given strengthening of 
US dollar against sterling.

Supply chain 
disruption/business 
efficiency

Assessed our exposure to shortages/price increases in key materials, such as components for store fixtures, 
as well as in all non-stock purchases, including energy, fuel, packaging and food and took mitigating action 
where possible. 

Brand damage Assessed supply chain for Dunelm branded products to understand whether any are sourced from Russia  
or Belarus (small amount of timber, which was resourced), or from sanctioned individuals.

People and culture We identified colleagues who were potentially impacted and offered them support, including from the 
Colleague Support Fund, and signposted other sources (e.g. MIND). We also supported community-led  
aid donations through stores and centrally via our take-back partner.

Competition, markets 
and customers

Issued customer communications via social media setting out our response to the crisis. Addressed the 
impact on inflation and consumer confidence as part of the ongoing commercial response to the inflation 
and cost of living crisis.

After making the initial assessment and taking immediate action, the Working Group met regularly to monitor developments 
and provided updates to the Risk and Resilience Committee. As Dunelm does not have any sales or operations in either 
country the direct impact was limited and in due course the individual Ukraine-related risks were then absorbed into the 
ongoing process for managing principal and operational risks and the Working Group disbanded.

AT A GLANCE PRINCIPAL RISKS AND UNCERTAINTIES FY22

Risk
Impact compared  

to FY21

Competition, market  
and customers

Business efficiency

Supply chain disruption

People and culture

Brand damage

Risk
Impact compared  

to FY21

Climate change and 
environment

Catastrophic business 
events

IT systems, data  
and cyber security

Regulatory and 
compliance

Finance and treasury

Increasing

Decreasing

No change

Principal risks and  
uncertainties key
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Business efficiency
Description
Profitability could be impacted 
by failure to operate the business 
efficiently or to manage margin 
volatility.

Link to strategy: 
Ambitious about profitable growth

Performance indicator: 
Operating cost %

Executive responsibility: 
Chief Financial Officer

Reports to:
Chief Executive Officer

Impact compared to FY21:

• Costs are managed by the Board and 
Executive Board through the budget 
and forecasting process and monthly 
performance reviews.

• Monthly steering groups in place to 
review specific areas such as sourcing, 
stock loss and returns.

• Dunelm’s scale, growth and increased 
buying power allows it to secure 
supply of key services and raw 
materials at competitive prices. 
Commodity price tracking covers all 
key materials.

• Major non-stock purchase contracts 
regularly tendered. Head of 
Procurement and team in place to 
provide specialist negotiation skill.

• Investment Committee reviews 
non-stock expenditure over a certain 
threshold. 

Board oversight:
• Board receives monthly management 

accounts and regular updates on 
strategic focus areas.

• Long-term plans and budget 
reviewed by the Board at least 
annually.

• Continued focus on cost discipline 
through monthly Executive Board 
performance review and robust 
investment approval process. Cost 
base reviewed and mitigating action 
taken in the light of the changed 
economic environment. 

• In second year of three-year plan to 
invest in core systems and processes 
to provide capacity to support our 
growth strategy.

• Productivity group focusing on 
delivering productivity in stores, 
more efficient stock processes, and 
supply chain. 

• Cost prices with product suppliers 
renegotiated to minimise price 
increases to customers and protect 
margins. 

• Procurement team being expanded 
in FY23.

• Following successful tender and 
negotiation of our international 
freight management contract in FY22, 
the transition to a new provider is 
underway.

Risk How we mitigate Progress in FY22

Competition, market 
and customers
Description
Failure to respond to changing 
consumer needs e.g., the shift towards 
online sales, personalisation, rental 
versus ownership, sustainability and 
customer experience, and to maintain a 
competitive offer (range, quality, value 
and ease of shopping) could impact 
profitability and limit opportunities  
for growth.

A downturn in the economy and 
consumer spending, aggressive 
competitor activity (especially with  
cost price pressures) could impact 
sales and profit.

Link to strategy:
All three ambitions

Performance indicator:
Market share  
Sales, profit and cash

Executive responsibility:
Chief Executive Officer

Reports to:
N/A

Impact compared to FY21:

• Customer strategy in place, to 
continue to drive our multichannel 
proposition, refined post Covid-19 to 
accelerate growth levers.

• Focus on new product development, 
particularly own brand, in both 
existing and new categories, to 
strengthen our offer. Continue 
to make our products and their 
packaging more sustainable.

• Investment in brand marketing, 
digital engineering, data and insight 
capability and services to raise 
awareness of the Dunelm brand and 
meet customer needs.

• Investment in supply chain capacity 
and capability, doubling peak 
volumes and reducing lead times. 

• Monthly customer insight report 
tracks performance against the 
market, competitors and other key 
indicators.

Board oversight:
• Reviewed annually in depth by 

the Board at its strategy days 
and individual topics considered 
throughout the year.

• Dunelm continues to lead the UK 
homewares market with an increased 
estimated share of 10.2% in 2022 
(2021: 9.1%) (Source: GlobalData).

• Development of our strategy 
includes a significant increase in our 
sustainability programme, and an 
enhanced customer experience.

• Improved insight on our customer 
base by recruiting specialists in data 
analytics and management, enabling 
us to understand who they are and 
how they shop with us.

• Improved the online customer 
experience including smoother 
checkout, better product information 
management and quicker/named day 
delivery.

• Reviewed all of our core ranges to 
deliver value and choice across all of 
our price points.

• Continued product innovation 
in existing categories with 
‘sustainability’ a key element and 
strengthened seasonal campaigns 
and promo buys to improve 
affordability to our customers.

• Committed Supplier club reviewed 
and successfully held a supplier 
conference. 

• Increased engagement via social 
media and community involvement.

Risks and risk management

Principal risks and uncertainties  
continued
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Risk How we mitigate

Supply chain 
disruption
Description
Changes in global supply chain 
capacity, labour shortages, ongoing 
disruption from Covid-19 and 
geopolitical instability may cause 
interruption to the supply of stock 
to our stores and fulfilment of online 
orders which could impact sales. 
Inflationary pressures linked to these 
challenges could impact profitability.

Link to strategy:
Ambitious about our brand and 
profitable growth

Performance indicator: 
Service levels

Executive responsibility: 
Customer Operations Director

Reports to:
Chief Executive Officer

Impact compared to FY21:

• Supply chain strategy in place to 
ensure capacity is in line with long-
term financial plan.

• Detailed budgeting and forecasting 
in place to match capacity to demand 
which are reviewed weekly by a cross-
functional team where issues and 
remedial actions are agreed.

• Business continuity plans in place for 
Dunelm non-store facilities.

• Contracts in place with third-party 
logistics partners.

• We seek to limit dependency on 
individual suppliers by actively 
managing key supplier relationships.

• Increased stock visibility providing 
more insight of stock orders and 
enabling more effective supply chain 
capacity planning.

• Use of third-party labour suppliers to 
add flexible capacity and operational 
working hours increased to 24x7.

Board oversight:
• Business continuity is a standard 

Audit and Risk Committee  
agenda item.

• Covid-safe processes resumed across 
all our sites to enable operations to 
continue during Covid restrictions in 
H1. This included a significant increase 
in ‘Direct to Customer’ deliveries from 
our suppliers.

• Established a new dedicated furniture 
storage facility and appointed a new 
third party to provide additional 
ecommerce capacity at a new site to 
meet customer demand.

• Flexible capacity in place with third 
parties to support volumes and 
manage supply chain volatility.

• Vendor system improvements made 
to support higher logistic volumes.

• Continued to strengthen relationships 
with key suppliers as well as creating 
new relationships to build capacity.

• Established working groups to 
develop a plan to achieve our 2030 
sustainability targets which include 
introducing lower-carbon fuelled 
vehicles.

• Implemented initiatives to increase 
the efficiency of supplier collections 
and store deliveries e.g. by using 
double deck trailers.

• Launched ‘stock in multiple locations’ 
project which duplicates stock at key 
locations to reduce the number of 
deliveries to customers who order 
multiple items to improve customer 
service and reduce fulfilment costs. 

• Crisis simulation exercise on supply  
chain resilience, the output of which  
was reported to the Board.

Progress in FY22

Increasing DecreasingNo change

Principal risks and uncertainties key

HOW WE MANAGED SUPPLY CHAIN DISRUPTION RISKS IN FY22 

In FY22, ongoing global supply chain disruption triggered 
by the Covid pandemic increased pressure on international 
freight capacity, leading to rising supply chain costs and 
raw material shortages. These significantly impacted 
our manufacturing partners and increased the risks to 
our product availability and cost prices. In response, we 
extended workstreams already in place post-pandemic: 

• we expanded key product inventory levels to  
ensure supply; 

• purchased stock ahead of cost increases;

• used third-party service providers to create additional, 
flexible storage capacity; 

• changed our international freight management partner 
and systems and processes to improve end-to-end 
visibility of our supply chain; and 

• worked even more closely with key domestic suppliers 
to help them navigate ongoing operational challenges.

Although some product lines were impacted in FY22, 
through our risk mitigation, we secured product flows 
for all seasonally sensitive products and maintained 
a high overall level of product availability. We are still 
experiencing supply chain disruption and expect this 
to continue in the medium term. We remain focused on 
adapting our sourcing, product design and merchandising 
strategy to reduce freight costs and improve supply 
reliability; investing in supply chain flexibility; and further 
developing our international freight management 
capabilities and visibility.
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Risk How we mitigate Progress in FY22

People and culture
Description
The success of the business could be 
impacted if it fails to attract, retain and 
motivate high-calibre colleagues.

Maintaining and evolving the culture of 
our business (embodied in our shared 
values) is essential to delivering our 
strategy and ensuring the long-term 
sustainability of our business.

Link to strategy:
Ambitious about being a good 
company

Performance indicator:
Colleague engagement  
Colleague turnover

Executive responsibility:
People and Stores Director

Reports to:
Chief Executive Officer

Impact compared to FY21:

• Corporate purpose in place, aligned to 
our strategy, emphasising our shared 
values 

• The composition of the Executive 
Board is regularly reviewed by the 
Board to ensure that it is appropriate 
to deliver the growth plans of the 
business.

• Talent Committee established, 
overseen by the Nominations 
Committee and the Group Board.

• Formal talent management and 
succession plans in place and external 
and internal talent pools identified, to 
build capability and capacity. 

• Training and development, with 
emphasis on ‘growing our own’ talent 
– including behavioural framework and 
development for all leaders. 

• High-calibre individuals are retained 
and developed through sponsored 
talent management and development.

• The Group’s Remuneration Policy 
detailed in this report is designed to 
ensure that high-calibre executives are 
attracted and retained. Lock-in of senior 
management is supported by awards 
under the Long-Term Incentive Plan.

• Bonus and share incentive plans in 
place to promote retention and share 
ownership.

• Suite of policies designed to retain 
and recruit colleagues. 

• Regular communication and 
engagement through National 
Colleague Voice, Store Coach Voice 
and similar forums.

• Half-yearly engagement surveys.
• Wellbeing buddies in place across the 

business and half of store colleagues 
trained as mental health first aiders 
(with remainder planned for FY23).

• Inclusion and diversity programme 
in place with supporting training and 
colleague networks to support. 

Board oversight:
• People plan, talent and succession 

and culture reviewed at least annually 
by the Board.

• Monthly CEO report covers ‘people’.
• KPIs for the Board to measure 

culture in place, alongside colleague 
dashboard of specific colleague-
related measures.

• Nominations Committee and 
Remuneration Committee continued 
oversight of people policies and 
practice.

• Group Board engagement with 
colleagues through site visits, and 
NED attendance at annual seminar 
and National Colleague Voice meetings.

• Capability increased through 
resource investment in key areas, 
notably in our digital and data teams.

• Increased Group Board focus 
on Board and Executive Board 
succession and talent management 
and introduced framework to aid 
better discussion.

• Increased investment in colleagues 
on hourly pay and those at the lower 
end of the pay scale.

• Reverted to simpler incentivisation 
structure to aid understanding 
and support better retention of 
colleagues across the business. 

• Our diversity and inclusion colleague 
networks, which are sponsored 
by an Executive Board member, 
have made good progress in 
establishing themselves and growing 
membership.

• Board of Directors attended inclusion 
and diversity awareness workshops, 
with expert guest speakers on 
diversity and inclusion subjects.

• Continued the work of the Store 
Colleague Safety Group to oversee 
colleague personal safety in stores.

• New health-related benefits 
introduced including virtual GP 
service for all colleagues and specific 
awareness training on domestic 
abuse for all line managers.

• Developed and embedded our 
behavioural framework which is 
based on our shared values. 

• Increased focus on colleague 
wellbeing, including an extension 
of eligibility for our Colleague 
Hardship Fund.

74 DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022

Risks and risk management

Principal risks and uncertainties  
continued



Increasing DecreasingNo change

Principal risks and uncertainties key

Risk How we mitigate Progress in FY22

Brand damage 
Description
Our customers expect us to 
deliver products that are safe, 
compliant with legal and regulatory 
requirements, and fit for purpose. 
Increasingly, customers also want 
to know that products have been 
responsibly sourced and that their 
environmental impact is minimised.

We must also ensure that our suppliers 
share and uphold our approach 
to business ethics, human rights 
(including safety and modern slavery) 
and the environment.

Failure to do so could result in harm 
to individuals with the potential for 
customers, colleagues and other 
stakeholders to lose confidence in 
the Dunelm brand.

Link to strategy:
Ambitious about our brand

Performance indicator:
Product recalls  
Percentage of audits completed 
within policy 
Cotton and packaging KPIs

Executive responsibility:
Commercial Director

Reports to:
Chief Executive Officer

Impact compared to FY21:

• We have a range of policies 
specifying the quality of own brand 
products and production processes 
which suppliers must adhere to.

• Factories complete a profile 
questionnaire to obtain a more 
holistic risk assessment.

• We operate a full test schedule for 
all new own label products and on 
a sample basis for ongoing lines, 
overseen by our specialist product 
quality team.

• Product quality and performance 
standards are monitored through 
inhouse and third-party due 
diligence checks.

• Food hygiene and allergen awareness 
in our Pausa cafes is maintained 
through the adoption of clear 
operating guidelines and compulsory 
colleague training. Compliance audits 
are performed regularly. Monthly 
food safety committee meetings take 
place.

• All stock and food suppliers and 
the majority of our other suppliers 
are required to sign up to our Anti-
Bribery Policy and Ethical Code 
of Conduct, which is in line with 
international guidelines, and also 
covers modern slavery.

• All Tier 1 and Tier 2 factories 
supplying Dunelm with food products 
are BRC and/or SALSA approved 
to ensure that they have suitable 
processes in place. Tier 1 suppliers 
complete an ethical/safety risk 
assessment. 

• Code of Conduct sets out standards 
for working conditions which all 
factories supplying Dunelm branded 
products must adhere to.

• Our ethical programme requires all 
sites who manufacture a finished 
product to be audited by our 
specialist ethical partner to review 
and grade audits and follow up on 
corrective actions.

• Regular supplier conferences and 
awareness training at which ethical 
trading issues and modern slavery 
awareness are raised. 

Board oversight:
• Ethical trading/modern slavery/

product quality/responsible sourcing 
reviewed at least annually in depth by 
the Board.

• Further expanded the unannounced 
audit programme across Tier 1 and 
Tier 2 suppliers.

• Review of audit cycle and criteria – all 
factories with a current grading of 
high risk moved to a one-year cycle. 

• Introduced remote follow-up 
process to help suppliers close audit 
non-conformances, and feasibility 
assessment of remote audits 
undertaken if lockdowns in China 
continue. 

• Developed an enhanced online 
quality, ethical, sustainability and 
packaging assessment for third-party 
branded products. 

• Updated supplier portal so that own 
brand suppliers can access latest 
policy, product specifications and 
testing requirements. 

• Engaged with suppliers through 
seminars and workshops to progress 
our work to reach sustainability 
targets. 

• On track to achieve plastic packaging 
reduction targets. 

• Internal targets set for introducing 
more sustainable materials into our 
products in SS23. 

• Joined Better Cotton to fast track our 
progress to reach our cotton target 
and strengthen our sourcing policy.

•  Further developed supply chain 
assessment and verification 
programme to include recycled 
materials. 

• Conscious Choice (signposting 
our more sustainable products for 
customers) labelling on products in 
development for launch in FY23.
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Climate change and 
environment 
Description
Failure to anticipate and address 
the strategic, regulatory, and 
reputational impact of climate change 
and environmental matters, and 
governmental, consumer and media 
action in response to it.

Link to strategy:
Ambitious about being a good 
company

Performance indicator:
Prosecution and other 
regulatory action

Executive responsibility:
Chief Executive Officer

Reports to:
N/A

Impact compared to FY21:

• Sustainability – ‘Make sustainability 
accessible to all’ is a key part of our 
Corporate Purpose and is reflected in 
our Focus Areas.

• Chief Executive oversees our 
approach to sustainability 
issues, including climate change. 
Accountability for three working 
groups (Carbon Reduction, Circular 
Economy and Community) allocated 
to Executive Board members.

• Pathway to Zero Steering Group 
oversees progress against 
environmental targets and climate 
change work with external advisers 
supporting on climate change.

• Targets in place to reduce emissions, 
energy usage and waste to landfill, 
and increase recycling in our own 
operations. Roadmap developed for 
key Scope 1 contributors (see page 
36).

• Waste management contractor 
appointed with contractual KPIs to 
deliver waste minimisation, recycling 
targets including audit and advice to 
stores.

• Sustainability is part of the product 
strategy and product selection 
process. Policies in place for high-risk 
product types and routes (cotton, 
timber, palm oil and animal-derived 
materials, e.g. leather, feathers and 
down).

• Company Secretary and Head of 
Climate Change keep abreast of 
relevant regulatory, investor and 
societal requirements to advise the 
business as needed. 

• Part of the collaborations such as 
Textiles 2030, to advocate and 
support the industry to reduce 
environmental impacts, and BRC’s 
Climate Action Roadmap, to make the 
industry net zero by 2040.

Board oversight:
• Presentation at least twice a year is 

part of our proposition and focus 
area.

• Topic at the Board’s Strategy Days.

• Prepared our first full report in 
accordance with the Task Force on 
Climate-Related Financial Disclosures 
{see pages 61 to 67) 

• Announced ten-year Scope 3 
reduction target. 

• Entered into an ESG-linked Revolving 
Credit Facility using four key ESG 
KPIs. 

• Long-term executive remuneration 
includes ESG performance targets. 

• New Head of Climate Change 
appointed and specialist 
sustainability roles added to product 
sourcing team.

• Expansion of the textiles take-back 
scheme to all stores and contract 
signed with partner for another year. 

• Mapped baseline emissions for our 
textiles products and identified 
priority focus areas.

• Joined Better Cotton to support 
environmental improvement in cotton 
production and set internal target for  
use of recycled polyester. 

• Developed solutions to improve and 
simplify sustainability data gathering  
and analysis. 

• Sustainability in products training 
developed and rolled out to buying  
teams and product suppliers to help  
drive changes in the product supply  
chain towards a circular model. 

• More sustainable and recycled 
materials introduced into our product 
ranges such as the Natural History 
Museum range.

• Scope 1 carbon emissions modelled 
to 2030 to assess progress to target. 

• Decarbonisation working group 
established for Home Delivery 
Network (HDN), parcels and store 
delivery.

• Pausa completed carbon 
footprinting exercise to inform 
its sustainability plan. 

Risk How we mitigate Progress in FY22

76 DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022

Risks and risk management

Principal risks and uncertainties  
continued



Risk How we mitigate Progress in FY22

Increasing DecreasingNo change

Principal risks and uncertainties key

Catastrophic  
business events 
Description
Failure to withstand the impact of 
an external event or combination of 
events that severely disrupts markets 
and causes significant damage to all or 
a substantial part of the Group’s sales 
or operations (e.g. pandemic).

Link to strategy:
All three ambitions

Performance indicator:
Sales, profit and cash  
Market share

Executive responsibility:
Chief Executive Officer

Reports to:
N/A

Impact compared to FY21:

• Internal control and risk management 
process in place to identify and 
manage risks (including emerging 
risks) that may impact the business.

• Conservative financial approach 
– strong balance sheet, relatively 
low levels of external debt, low-risk 
property portfolio, ‘value for money’ 
mentality.

• Strong and united Board and 
management team in place, strong 
managers in key roles and committed 
colleagues.

• Strong values – emphasising 
’long-term thinking’ and ‘acting like 
owners’ – which Board and senior 
management are required to role 
model, embedded in the business 
through recruitment and appraisal, 
and colleague communications.

• Strong relationships maintained 
with key stakeholders (shareholders, 
colleagues, customers, suppliers, 
community).

• Family shareholding provides long-
term stability.

• Investment in Dunelm brand and 
diversity of routes to market provide 
flexibility if one channel cannot 
operate.

• Business continuity plans in place and 
kept up-to-date for sites, operations 
and technology.

• Insurance cover in place to cover  
key risks.

• Expert third-party advisers in place  
(e.g. PR, corporate, banking, legal, 
tech) to assist.

• Risk and Resilience Committee 
established comprising cross-
functional members to discuss risk 
and mitigation. 

Board oversight:
• Audit and Risk Committee reviews 

progress on internal control 
improvement programme and 
business continuity plans.

• Significant progress made against our 
strategic focus areas, evolving into 
longer-term objectives.

• Purpose, ambitions and shared 
values bought to life and embedded 
in colleague communications and 
recruitment and appraisal process. 

• Five-year strategic plan in place 
setting ambitious but realistic growth 
plans with renewed prioritisation and 
focus on both investment in growth 
activity and further improving our 
systems and controls.

• The Group entered into a new £185m 
sustainability-linked Revolving Credit 
Facility.

• In the second year of implementing 
internal controls improvement plan 
and project to improve processes and 
capability in the commercial function.

• Focus on value and affordability to 
respond to potential recession. 

• Post-covid disruption and ongoing 
economic uncertainty continue to be 
managed in line with our values by:

 – Maintaining strong financial 
discipline and operational grip with 
clear prioritisation of investment 
decisions and good cost control.

 – Continuing to prioritise colleague 
engagement and wellbeing 
and relationships with all key 
stakeholders. 

 – Continuing to work closely with 
suppliers to implement alternative 
fulfilment routes.
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Risk How we mitigate Progress in FY22

IT systems, data and 
cyber security
Description
Operations impacted by failure to 
develop technology to support the 
strategy, lack of systems availability 
due to cyber attack or other failure, 
and reputational damage/fines due to 
loss of personal data.

Link to strategy: 
All three ambitions

Performance indicator: 
Number of major incidents  
Reportable data breaches

Executive responsibility: 
Chief Information Officer

Reports to:
Chief Executive Officer

Impact compared to FY21:

• Steering Group in place to oversee 
the Group’s approach to IT security 
and data protection.

• Formal IT governance processes 
in place to cover all aspects of IT 
management.

• Changes to IT services are managed 
through a combination of formal 
programmes for large and complex 
projects, or bespoke iterative 
development methodologies for 
smaller-scale changes.

• A detailed IT development and 
security roadmap is in place, aligned 
to strategy.

• Use of cloud-based hosting 
infrastructure which increases failover 
options and improved resilience.

• Comprehensive third-party support in 
place for relevant technologies.

• Business continuity in place for all 
major systems and applications.

• Security incident response and crisis 
management plans are in place. 

• Business process, authorisation 
controls and access to sensitive 
transactions are kept under review.

• Point of sale end-to-end encryption 
in place on our payment terminals 
of which software is updated 
continuously.

• Regular training and awareness 
programmes are rolled out 
throughout the business to keep 
colleagues informed and to reduce 
likelihood of an event occurring.

Board oversight:
• Cyber security is a standard 

agenda item for the Audit and Risk 
Committee.

• Major security incidents reported by 
the Company Secretary.

• Further developed our IT security 
governance with specific recruitment 
to increase capability and resource.

• Continued improvements on securing 
our networks for colleagues working 
from home.

• Developed clear roadmap to deliver 
step change in cyber security strategy 
and risk management.

• Completion of exercise to 
decommission old infrastructure 
leading to significant drop in 
vulnerabilities. 

• Continued to implement the GDPR 
risk treatment plan and have recruited 
a dedicated GDPR specialist.

• Continued to implement security 
improvements.

• Aligned to the ISO 27001 framework 
to broaden our cyber security 
perspective across the enterprise, 
whilst retaining Cyber Essentials and 
National Institute of Standards and 
Technology (NIST).

• Recruited specialist resource across 
various technology teams to improve 
capabilities and resilience and 
transformed organisational structure 
to improve colleague engagement 
and retention.

• Increased availability of IT support 
staff out of hours. 

• Internal audit review of IT general 
controls and GDPR conducted.

• Implemented third party risk 
management procedure to ensure 
suppliers have robust security and 
data controls. 
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Finance and treasury 
Description
Progress against business objectives 
constrained by a lack of short-term 
funding and long term capital.

Link to strategy: 
All three ambitions 

Performance indicator: 
Operating cash conversion  
Banking covenant compliance

Executive responsibility: 
Chief Financial Officer

Reports to:
Chief Executive Officer

Impact compared to FY21:

• Dunelm works with a syndicate of 
committed partner banks to ensure 
appropriate funding is available.

• A Group treasury policy is in place 
to govern levels of debt, cash 
management strategies and to 
control foreign exchange exposures.

• Hedging is in place for foreign 
exchange, and freight and energy 
prices are agreed in advance, to help 
mitigate volatility and aid margin 
management. 

Board oversight
• Board receives monthly treasury 

report.

• Entered into a new sustainability 
linked four-year Revolving Credit 
Facility of £185m with the option to 
extend for two one-year periods. 

• Successfully transitioned from LIBOR 
to SONIA.

• Actions continued to improve 
controls around stock and cash 
management, plus stock purchasing 
and forecasting.

• Strong focus remained on cashflow 
with robust process created to 
provide dynamic forward looking 
cashflows on a weekly basis.

• Hedging coverage in the light 
of currency volatility due to the war 
in Ukraine. 

Risk How we mitigate Progress in FY22

Increasing DecreasingNo change

Principal risks and uncertainties key

Regulatory and 
compliance 
Description
Fines, damages claims, and 
reputational damage could be incurred 
if we fail to comply with legislative or 
regulatory requirements, including 
consumer law, health and safety, 
employment law, GDPR and data 
protection, Bribery Act, or  
competition law.

Link to strategy:
Ambitious about being a good 
company

Performance indicator:
Prosecutions and other regulatory 
action

Executive responsibility: 
Company Secretary

Reports to:
Chief Financial Officer

Impact compared to FY21:

• Policies and training in place in 
respect of key compliance areas. 
These are regularly reviewed 
and updated.

• Operational management is 
responsible for liaising with 
the Company Secretary and 
external advisers to ensure that 
new legislation is identified, and 
relevant action taken.

• Dedicated Group health and safety 
function to oversee this aspect of 
compliance.

• Training on the requirements of the 
Bribery Act and competition law is 
in place for all relevant colleagues 
and policies are communicated to 
all suppliers.

• Whistleblowing procedure and 
independently administered helpline 
which enables colleagues to raise 
concerns in confidence.

• Supplier terms and conditions 
include provisions on compliance 
with law and regulations and our 
policies as standard. 

Board oversight:
• Monthly Board report on health 

and safety, GDPR compliance and 
whistleblowing.

• Health and safety reviewed in depth 
by the Board at least annually.

• GDPR and Bribery Act are standing 
Audit and Risk Committee agenda 
items.

• Non-compliances reported by the 
Company Secretary by exception.

• The health and safety team continued 
to play a leading part in our response 
to the Covid-19 crisis. Through each 
phase of the crisis we have developed 
and implemented safe physical 
measures and processes at our stores, 
warehouses, vehicles, manufacturing 
site and offices.

• Refreshed our Challenge 25 training 
material and updated our age 
restricted sales policy to comply 
with new legislation. Continued 
programme of test audits with pass 
rates above industry average.

• Continued focus on compliance 
training for all colleagues. New 
learning and development system 
launched to enable easier digital 
access and better tracking and 
reporting on compliance training.

• Continued to strengthen governance 
of food safety in Pausa cafes 
including refreshed hygiene and 
allergen training, and guide available 
on a newly created tablet-based 
app in store.

• Continued focus of the store 
colleague safety committee on 
colleague safety in stores. 

• Relevant policies and training 
provided to new colleagues who 
joined Dunelm following acquisition 
of Sunflex.

• Introduced a food safety/allergen 
app to make it easier for colleagues 
to access up-to-date information.

• Replaced forklift trucks from stores 
with installation of goods lifts. 
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