
Audit and Risk  
Committee Report

Ian Bull
Chair of the Audit and Risk Committee

Dear shareholder
I am pleased to provide you with an overview of the 
Committee’s main activities, progress in a number of  
areas, and specific areas of focus during the year. 

RISK AND CONTROL
During the year good progress has been made to improve 
controls. Following a review of accountabilities across the 
Group, a number of new roles were created in the Finance 
team to enhance capability and reduce overreliance on key 
individuals. The restructured Finance team includes a Head 
of Process Transformation and Controls who will focus on 
driving control improvements both in Finance and across 
the business. In addition to this, the project to improve 
processes and controls in the commercial function is fully 
underway, with dedicated resource and governance. This 
is a significant multi-year programme with meaningful 
investment that will create a robust platform for future 
growth. The Board receives regular updates on this. 

The Risk and Resilience Committee met monthly 
throughout the year and conducted eight ‘deep dive’ peer 
reviews of certain principal risk areas, as well as a horizon 
scanning exercise and a fraud risk assessment facilitated 
by KPMG. Cross functional reviews of the principal risks 
have improved the management assessment of potential 
impacts and resulted in a more holistic approach; 
for example, dependence on third-party information 
technology has been considered in the context of other 
principal risks such as supply chain disruption risk, as 
well as in relation to the specific IT principal risk. While 
this is not a formal Board committee, the conclusions and 
actions from the deep dives are circulated to the Board 
and the Audit and Risk Committee, and feed into the Board 
risk review process. This provides an additional level of 
assurance and offers the Committee deeper insight into 
how risks are managed operationally. For more details on 
the activities of the Risk and Resilience Committee during 
the year see page 126. 

FRAUD RISK
With the additional regulatory focus on fraud risk, the 
Committee reviewed the outcome of the entity level fraud 
risk assessment, and the planned next steps. These include 
enhancing the documentation of controls, identifying and 
addressing any gaps in mitigation, and consolidating and 
improving the fraud reporting mechanisms that are currently 
in place. The Committee will keep this under review in the 
coming year.

INTERNAL AUDIT 
KPMG completed their second full year as our internal 
auditor. During the year they completed reports on 
stock management, contract management, follow up on 
segregation of duties and GDPR compliance. For details on 
the scope of the internal audits see page 128. Work on the 
two final reports, Validation of Assurance Activity and General 
IT Controls, was underway at the year end. Management is 
working through the various recommendations, as well as 
those from previous reports, and an update is provided to 
the Committee at every meeting (as well as being reviewed 
monthly by the CEO, the CFO and other members of the 
Executive Board).

CLIMATE CHANGE
Last year management commissioned the Carbon Trust 
to carry out a first stage high-level climate change risk 
assessment, the output of which informed the debate at 
the Board strategy day in May 2021, and the finalisation of 
our 2030 ambitions and greenhouse gas emission targets. 
It was also incorporated into the review of principal risks 
by the Committee and the Board in September 2021. We 
published an abbreviated disclosure under the Task Force 
on Climate-Related Financial Disclosures (TCFD) in the FY21 
Annual Report ahead of the regulatory requirement to do so. 
We have built on this work with the help of EY, to refine our 
risk assessment, test key risks against three climate change 
scenarios, and assess the financial impact of climate change. 
This has informed our first full report under TCFD in this 
year’s Annual Report and Accounts. The report is on page 
61. The Committee had oversight of this work and reviewed 
the process for verifying climate change-related and other 
sustainability KPIs in the report. We also noted that EY have 
provided limited assurance in respect of the four sustainability 
targets that are in our Revolving Credit Facility (RCF) and 
in management long-term incentives. During the year, our 
external auditors, PwC, reviewed certain elements of our 
climate-change related disclosures, and the scope of their 
work is set out in their audit report. 
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AUDIT AND CORPORATE GOVERNANCE REFORM
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. 
Last year the Committee 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 and 
assessed the steps and actions that we may need to take 
if these requirements are implemented. In May 2022, BEIS 
published its response to the consultation and, while the 
outcome is still to be determined, we have started work to 
address matters which are likely to be implemented. These 
include the focus on internal controls described above, 
as well continuing to develop our Viability Statement, 
distributable reserve tests and Audit and Assurance Policy, 
to ensure Dunelm is ready to adopt any regulatory changes 
in the near future. 

AUDIT QUALITY INDICATORS
The Committee reviews the effectiveness of the external 
audit annually using a set of qualitative criteria. During the 
year we have developed indicators covering areas such 
as levels of professional scepticism, timely audit planning, 
communication approach and findings, appropriate use of 
specialists/experts, team continuity and supervision, quality 
of the audit team and quality and timeliness of information. 
These will be further refined for the FY23 audit.

EXTERNAL AUDITOR TENDER
By the end of FY23, PwC will have been our auditors for 
ten years and it is a requirement under our auditor rotation 
policy that we tender the statutory audit at least every ten 
years. Accordingly, we will tender the FY24 statutory audit 
during the upcoming financial year and while it is unlikely 
to be in force for this audit tender cycle, the Committee 
and management will also consider the impact of the audit 
market reform announced in May 2022 which includes the 
appointment of a challenger firm as auditor or as part of a 
managed shared audit. The audit tender process will be 
overseen by the Audit and Risk Committee and is expected 
to conclude later in FY23. A resolution proposing the 
appointment of the selected firm will be put to shareholders 
at the 2023 Annual General Meeting.

Finally, I would like to take the opportunity to extend my 
thanks to my Committee colleagues for their work and 
support during the year and also welcome Kelly Devine 
and Vijay Talwar to the Committee, as well as Karen Witts as 
CFO. I look forward to working with all of my colleagues in 
the coming year, and to meeting shareholders at the AGM. 

Yours faithfully,

Ian Bull
Chair of Audit and Risk Committee

14 September 2022

AUDIT AND RISK COMMITTEE MEMBERSHIP
The following Directors served on the Committee during  
the year, and their 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

Kelly  
Devine1

1 March
 2022

To date 1/1 Operational

William  
Reeve

1 July 
2015

To date 3/3 Operational

Peter  
Ruis

10
 September

 2015

To date 3/3 Operational

Arja  
Taaveniku2 

15 February
 2021

To date 2/3 Operational

Vijay  
Talwar1

1 October
 2021

To date 2/2 Financial

1. Kelly Devine and Vijay Talwar were appointed to the Board during the 
financial year and joined the Audit and Risk Committee on appointment. 

2. Arja Taaveniku was unable to attend the meeting in June 2022 due to  
a prior commitment. 

The Company Secretary, Dawn Durrant, acts as secretary to the Committee.  
The Committee also met in September 2022.

The Chief Executive Officer, Chief Financial Officer, the Chairman, the Chair 
Designate 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 the following members of the Committee have 
recent and relevant financial experience:
• Ian Bull, Chair of 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, and his 
other non-executive roles which include chairing the Board of Lookers plc, 
chair of the Audit Committee at Domino’s Pizza Group plc until 2022 and 
chair of the Audit Committee at St. Modwen Properties plc until 2021.

• Vijay Talwar is a Certified Public Accountant and recent CEO of Wish.com 
and director of the parent company, ContextLogic Inc, which is listed on 
the US NASDAQ.

Other members of the Committee also demonstrate a breadth of 
experience across the retail and consumer goods sector through their 
current and previous roles. For more information on their skills and 
experience see the Directors’ biographies on pages 84 to 87.
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Audit, risk and internal control 
continued

AUDIT AND RISK COMMITTEE DUTIES
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 Group 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, quality, and the 
provision of additional services.

• Hold sessions with external auditor and internal 
auditor without management present. 

Full terms of reference for the Committee can be found 
on the Group’s website, corporate.dunelm.com. These 
were last reviewed in June 2022. 

SUMMARY OF PRINCIPAL ACTIVITIES AND  
FOCUS FY22 
The Committee has a broad remit and to ensure that it 
discharges its responsibilities effectively meeting agendas 
are planned to allow time for routine items to be covered 
sufficiently. These include financial, reporting, audit, 
assurance, and risk matters. We also allow time to consider 
and focus on specific ad hoc items which are topical, timely 
or ‘forward looking’. During the year the Committee met 
three times at appropriate intervals in the financial reporting 
and audit cycles and also met in September 2022 when it 
approved the FY22 Annual Report and Accounts. A summary 
of the key items of business considered by the Committee 
in the year is set out below: 

Routine items
• Approval of the FY21 full-year results issued in 

September 2021 and the approval of the FY22 half-year 
results issued in February 2022 and full-year results 
issued in September 2022.

• Assessment and challenge of management’s approach to 
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 2021, a mid-year review in 
February 2022, and a further review in September 2022.

• Update on the work undertaken by the Risk and Resilience 
Committee during the year including the outcome of deep 
dives on principal risk topics.

• Review of the risk management process, risk appetite 
statement and risk KPIs.

• 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 plan and completed reports.

• Review of progress on improvements and developments 
in the internal control environment.

• Approval of the annual Audit and Risk Committee Report.

• Review of whether the FY21 and FY22 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
• Review of the process to verify environmental, social and 

governance KPIs.

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

• Understanding and considering our approach to proposed 
audit and corporate governance reforms issued by BEIS 
and the Financial Reporting Council (FRC).

• Roadmap to implement more systematic process of internal 
controls.

• Cyber security and IT general controls.

• Internal control and fraud.

• Intercompany dividend flows and parent company reserves.

• Update on Plastic Packaging Tax.

Corporate governance report

122 DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022

https://corporate.dunelm.com


FOCUS AREAS FOR FY22 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 IT general controls and cyber security capabilities 
and our GDPR governance.

• New reporting requirements for FY22, FY23 and beyond.

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

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

COMMITTEE EFFECTIVENESS
The effectiveness of the Committee was reviewed by the 
Committee at its meeting in June 2022. This concluded that 
the expected progress had been made in FY22, and that all 
areas were rated at least “good” against our target measures, 
apart from “forward looking and appropriate internal control 
processes and systems”, which was rated “fair” and reflects 
the outcome of the KPMG healthcheck that was completed 
in FY21. As noted elsewhere in this report, further process is 
planned in FY23, specifically on documenting controls and 
processes and fraud risk. 

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 2021, February 2022 and 
September 2022, 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 interim and annual reports.

VIABILITY STATEMENT AND RISK MANAGEMENT 
At the Committee’s meeting in September 2022, 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, including the 
impact of a downturn in consumer demand and inflationary 
pressures, 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 80 to 81.

REVIEW OF NARRATIVE REPORTING
The narrative sections of this report including the corporate 
governance disclosures have been enhanced to address 
the findings of the FRC in its Annual Review of Corporate 
Reporting issued in October 2021, its Review of Corporate 
Governance Reporting issued in November 2021, and 
recommendations from relevant thematic reviews and 
financial reporting lab reports published by the FRC 
throughout the year. 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 of the Companies Act 2006, the 
Viability and Going Concern Statement, principal risks, 
TCFD and climate change-related reporting and alternative 
performance measures (APMs).
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE 
REPORTING
Last year we reported for the first time in accordance 
with the Task Force on Climate-Related Financial 
Disclosures (TCFD), ahead of the introduction of the 
regulatory requirement to do so. This year, with the 
support of specialists from advisory firm EY, we have 
issued our first full report. 

Our Group strategy, targets and plans have continued 
to evolve this year, as has the approach from the Board 
and Audit and Risk Committee. In preparation for the 
full TCFD report this year, management reviewed our 
existing climate change risk assessment to identify 
areas of development, specifically to cover the 
physical climate risk to our raw material supply, a more 
robust analysis against three climate scenarios and 
a quantitative assessment of the impact of climate 
change, together with a set of appropriate KPIs. The 
Committee and management acknowledged that 
external expert support would be required to complete 
this work. EY was appointed in December 2021 to assist 
us and advise on how to reflect this in our financial 
statements, as well as the narrative disclosures. The 
outcome of this work is reflected in our TCFD report and 
in the financial statements. In addition, we appointed 
EY to provide limited assurance in respect of the 
Environmental, Social and Governance (ESG)-linked 
KPIs set out in our Revolving Credit Facility (RCF) as at 
FY22 year end, which include a target to reduce the 
Group’s Scope 1 emissions. All other KPIs relating to 
TCFD have been reviewed by PwC for consistency with 
the financial statements. During the year, status updates 
on the progress of the work were provided to the Board 
and the Committee at regular intervals to provide an 
opportunity for feedback, scrutiny, and challenge. 

During the year, management also strengthened the 
process by which all sustainability KPIs set out in the 
Annual Report are measured. This was reviewed by the 
Committee in June 2022 and found to be satisfactory.

DISCUSSING AND ADDRESSING SIGNIFICANT ISSUES
The major accounting issues discussed by the Committee in 
September 2022 in relation to the FY22 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 there was a high degree of consistency 
in the methodology applied by management compared 
with the prior year, with updated inputs based on trading 
experience. The Committee concluded that the values 
recorded in the financial statements are appropriate.

FAIR, BALANCED AND UNDERSTANDABLE
At the request of the Board, the Committee also considered 
whether the Annual Report and Accounts 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’?

• Is there a clear link and consistency in reporting of climate-
related risks, including the outcome of scenario analysis 
disclosed, KPIs and carbon commitments in the Strategic 
Review of the Annual Report and the financial statements?

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 FY22 Annual Report was ‘fair, balanced and 
understandable’ and provided the information necessary for 
our shareholders to assess the Group’s position, performance, 
business model and strategy.

Audit, risk and internal control 
continued

Corporate governance report

124 DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022



EXTERNAL AUDITOR
The report and financial statements were audited by 
PricewaterhouseCoopers LLP, following the firm’s 
appointment as statutory auditor in January 2014. Our audit 
partner from the FY19 audit onwards is Mark Skedgel.

PricewaterhouseCoopers LLP attended the Committee 
meetings in September 2021, and February, June and 
September 2022. 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 CFO and her team presented their review of the FY21 
audit in February 2022. 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 July 2021.

The Committee reviewed the effectiveness of the audit, taking 
into account the CFO’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. The 
indicators covered areas such as levels of professional 
scepticism, timely audit planning, communication approach 
and findings, appropriate use of specialists/experts, team 
continuity and supervision, quality of the audit team and 
quality and timeliness of information. These will be further 
refined for the FY23 audit.

EXTERNAL AUDITOR APPOINTMENT FOR FY22 
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 2022, the external auditor presented their strategy 
for the FY22 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 £301,500 (FY21: £254,000). 

Taking into account the review of the FY21 audit and 
the proposed plan and fee, the Committee agreed that 
PricewaterhouseCoopers LLP be reappointed as auditor 
for the FY22 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; and 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. 

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 
£42,000 (2021: £40,000) for their review of the interim financial 
statements (considered to be a non-audit service). This was 
12.2% of the total audit fees, and the three year average is 
12.4%. No other non-audit services were provided by the 
external auditor. Fees paid to PricewaterhouseCoopers LLP 
for audit work were £301,500 (2021: £254,000). 
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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. PwC has been the Group’s statutory 
auditor since January 2014. In accordance with this policy the 
Committee has decided to initiate a tender process in respect 
of the FY24 statutory audit and will have regard to  
the Government’s audit reform proposal to include a 
challenger firm as part of the tender process and consider 
the approach to implementation of a managed shared audit. 
The audit tender process will be overseen by the Audit and 
Risk Committee and is expected to conclude later this year. A 
resolution proposing the appointment of the selected firm will 
be put to shareholders at the 2023 Annual General Meeting.

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 2021 and September 2022. 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.

In forming its view, the Committee considered the following:

• Regular risk reviews conducted in September 2021, 
February 2022 and September 2022;

• KPIs to measure the effectiveness of the mitigations in place 
for our principal risks;

• Biannual review of principal risks by the Board;

• The formal risk appetite statement which is reviewed by the 
Committee annually;

• Regular feedback and updates from the Risk and Resilience 
Committee on its work;

• Management review of the principal and operational risk 
registers at least twice a year;

• Management report on developments and improvements 
to the control environment;

• The conclusions of the internal and external audit reports;

• Continued progress on improving business continuity 
plans, including IT continuity, and keeping plans up to 
date; and

• Satisfactory insurance programme in place.

Audit, risk and internal control 
continued

RISK AND RESILIENCE COMMITTEE
The Risk and Resilience Committee was established 
in FY21. The monthly meetings are chaired by the CFO 
and attended by the Company Secretary, the Chief 
Information Officer, the Group Finance Director, the 
Head of Health and Safety, Risk and Insurance and 
other senior representatives from relevant teams. 
In addition, a representative from KPMG is invited 
to attend the meetings to provide the benefit of their 
experience, insight, and challenge. At each meeting 
a detailed cross-functional peer review of the principal 
risk and associated 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 KPIs, and of KPIs associated 
with each principal risk that are used to identify 
any failures in risk mitigation which would require 
management action. In depth reviews of principal risks 
are conducted on a rotational basis; the intention is to 
review each principal risk at least once every two years, 
with the highest-impact risks (measured by likelihood 
and severity) reviewed annually but refocused as 
necessary to consider emerging risks. A forward plan 
of in-depth reviews is agreed at the beginning of the 
financial year. A summary of the discussions and actions 
is circulated to the Executive Board after each meeting 
and the Audit and Risk Committee is updated at  
each meeting.
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Summary of the Risk and Resilience Committee’s key activities 
during the year:

• Completed eight peer deep dive reviews of certain 
principal risk areas.

• In October 2021 a ‘Horizon Scanning’ session was led 
by KPMG and attended by the CEO and a number of the 
executive management team to establish whether there 
were any gaps in our risk registers.

• Regular discussions of any emerging risks such as the 
impact of the war in Ukraine.

• A full review of our principal risks was conducted at half and 
full year following separate individual review sessions with 
each of the executive risk owners and their teams.

• Updates on crisis management from the Head of 
Health and Safety, Risk and Insurance which included 
learnings from two planned crisis simulations and from 
an unannounced crisis management group mobilisation 
event in December 2021.

• A session on fraud risk management led by KPMG to assess 
the robustness of our controls and to understand current 
fraud trends.

i See page 69 for further information on our risk 
management framework. 

The Committee considers that the processes in place to 
manage risk by the Board and management are robust 
and working effectively.

INTERNAL CONTROL FRAMEWORK
Management is responsible for establishing and maintaining 
an effective system of internal controls and the Committee 
has responsibility for ensuring the effectiveness of those 
controls. In the last 18 months there has been a continuous 
detailed assessment of and progressive improvement in 
our general control environment, which began in FY20 
with the internal controls ‘health check’ completed by 
KPMG, followed by ongoing regular internal audit reviews 
and reports, and a review of our readiness to implement 
a detailed and documented internal controls framework 
should it be required, also conducted by KPMG. Further to 
this and, as reported last year, management is conducting a 
multi-year programme of investment in modernisation of our 
key business systems to ensure that we have the foundations 
in place to support our ambitious strategic growth plans, 
commencing with our commercial systems.

The Board continues to monitor progress and the Committee 
receives relevant updates on any aspects that impact internal 
controls and risk management.

One of the key risk factors to the effectiveness of the control 
environment identified by KPMG was the level of resourcing 
in the Finance team and overreliance on key individuals. 
During the year the Finance team was restructured, and 
accountabilities changed. Eight new roles were created 
and filled, including a new Head of Process Transformations 
and Controls who reports to the Group Finance Director. 
This key role will provide dedicated resource to focus on 
driving control improvements both in finance and across the 
business, especially as we undertake system transformation, 
as well as preparation for more stringent regulatory 
requirements.

The Committee is of the view that our control environment 
remains satisfactory and progressive improvements are 
being made. 

INTERNAL AUDIT
The internal audit function was outsourced to KPMG 
in December 2019. The purpose, scope and authority 
of KPMG is defined within its charter which is approved 
by the Committee annually. KPMG’s role as internal auditor 
is to provide independent and objective assurance to the 
Committee and senior management on matters set out 
in the internal audit plan. 

The internal audit engagement partner attends all scheduled 
meetings of the Committee and further meets with members 
of the Committee and its Chair without management present. 

During the year KPMG presented the internal audit plan 
together with an overview of its approach to delivering 
the internal audit function over the next 18 months. The 
Committee also received updates on progress against 
the internal audit plan, which included a summary of the 
results of any completed audits, any changes to the plan, 
and commentary on how lessons learned from the internal 
audits were shared across the business. The Committee also 
approved the deferral of the Cyber Security follow up to FY23 
to allow the business time to implement the actions arising 
from the original audit and replaced the Cyber Security follow 
up with an internal audit on General IT controls which will have 
a broader scope than previous years. 

DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022 127

G
O

V
E

R
N

A
N

C
E



KPMG completed the following reviews in the year:

Internal audit review Overview of scope 

Stock management To focus on controls over stock movement, 
returns of stock, obsolescence and valuation. 

Contract  
management

A detailed review of Dunelm’s contract 
management and compliance framework was 
completed. The audit included a review of 
contract due diligence and risk assessment 
processes, legal review, delegation of 
authority, retention, accessibility & security of 
contracts, and contract monitoring. A specific 
focus on ethical sourcing and assessment 
was applied in response to recent issues 
highlighted in the retail sector.

Segregation of  
duties – follow up

To follow up on the progress made by 
management in implementing the actions 
agreed in the ‘FY21 Core Financial Controls 
internal audit’ to remediate the risks identified.

GDPR compliance A ‘deep dive’ internal audit of GDPR to ensure 
there are no further gaps in compliance.

The findings and actions from internal audit reviews are 
agreed with the relevant business area, communicated to 
the Committee and tracked through to completion. Areas 
where the Committee has focused particular attention on 
action resolution include the on-going work around data 
security and supplier risk management, including contract 
governance. All agreed actions have been completed in the 
approved timescale, although some items have required 
extension as remediation requirements become better 
understood. The outputs from remediation activities are 
used to inform the rolling internal audit plan. 

The assurance mapping exercise undertaken by KPMG in 
FY21 identified a significant amount of assurance activity 
across all principal risks, as well as some inefficiencies 
and gaps. Within the scope of each of the internal audits 
listed above KPMG conducted a validation exercise of the 
documented assurance activity to review the gaps and 
inefficiencies identified and recommend management 
actions to address these.

The risk-based internal audits planned for FY23 comprise: 

• General IT Controls (report finalised post year end);

• Validation of Assurance Activity (report finalised post  
year end);

• Code of Conduct;

• Third-party risk management;

• Cyber Security follow up; and

• Review of ESG processes.

As we move into the third year of our engagement with 
KPMG, during which the business has developed significantly, 
particularly due to the growth of our digital business, the 
Committee has asked our CFO Karen Witts, who joined the 
Group in June 2022, to review the effectiveness of the internal 
arrangements over the coming year and discuss any proposed 
internal audit arrangements with the Committee Chair. 

Audit, risk and internal control 
continued

IT SYSTEMS, 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 set out in the 
Principal Risks and Uncertainties section on page 78 of this 
Annual Report.

We have a number of policies in place to set out how we 
manage IT, cyber security and data, including an overall 
Personal Information Security Policy, a Data Protection Policy, 
and other policies covering matters such as use of social 
media and personal devices to access Group systems.

In 2020 we decided to align to the ISO 27001 framework. 
We carry out formal penetration testing at least annually; 
this happens far more frequently when we test new areas of 
the commercial website and any new software developments. 
Vulnerability assessments are carried out continuously.

Significant improvements in cyber security have been made 
by the Information Security and Development Security & 
Operations teams in line with the recommendations in the 
cyber security maturity assessment completed by KPMG last 
year. The strategy and priorities for the next three years have 
been developed, additional resources recruited, and work 
commenced on the foundational controls required to mature 
the security posture. There has been a significant drop in 
the overall risk caused by vulnerabilities in our estate and an 
increased response to any new, zero-day threats. Additionally, 
Deloitte has been engaged as our security service partner, 
which will see an increase in the knowledge and skills of 
the relevant internal teams and the availability of expert 
responders to any security incidents.

We have a Data Protection Steering Group, which is attended 
by the Head of Information Security, members of the legal 
team and other managers, and reports to the Company 
Secretary and the Chief Information Officer. The Steering 
Group has oversight of GDPR compliance, and during the 
year has systematically reviewed our position against the 
detailed requirements of the Information Commissioner’s 
Office. This group will also oversee the implementation of the 
recommendations of the KPMG internal audit review on GDPR 
which is referred to opposite. In FY23, the Company Secretary 
will review the governance in place to ensure that our 
regulatory requirements continue to be met as the business 
becomes increasingly digital. She will conduct this with the 
Data Engineering Director, the Head of Data Management, 
the Head of Information Security and other senior leaders; she 
will report back to the Committee on this work.

Corporate governance report
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Data breach/incident response plan
Our information security incident management process 
is documented and tested annually. Our process includes 
definitions of what determines a major or minor incident 
and the steps we are required to take. Any major incident 
is escalated to the Cyber Security Incident Response Team 
(CSIRT) and significant incidents are raised to the Company 
Secretary and Chief Information Officer (both Executive 
Board members), who would invoke our Crisis Management 
Plan, if necessary. In the event of any significant data breach, 
we would comply with our obligations to notify impacted 
individuals in a timely manner.

Responsibility for privacy and data security
The Chief Information Officer has executive responsibility for 
managing risks relating to IT systems, data and cyber security. 
The Company Secretary is responsible for compliance with 
data protection legislation. This year we formally appointed 
our Company Secretary as the Data Protection Officer, to 
reflect the increasing sophistication of our data analytics 
capability. In addition to this, a Head of Data Management 
has recently been appointed, to oversee the quality and 
integrity of our data. Cyber security is a standing agenda item 
for the Audit and Risk Committee and Risk and Resilience 
Committee, with a ‘deep dive’ scheduled at least annually. 
The output of this meeting is reported monthly to the 
Executive Board.

SUNFLEX ACQUISITION
On 3 May 2022, the Group completed the acquisition of the 
assets of the Sunflex business. Sunflex is a supplier of curtain 
tracks, poles and blinds to Dunelm and other businesses 
and operates from one facility in the UK. While this is a small 
acquisition with a simple operating model, the Company 
Secretary led a process post-acquisition to ensure that 
key financial and compliance controls were implemented. 
These included financial delegated authorities, health and 
safety, competition law, anti-bribery and cyber security. 
These were reported to the Board at the May meeting. 
Management also incorporated additional risks arising from 
the Sunflex acquisition into the year-end review of principal 
and operational risk registers. As part of the acquisition of 
Sunflex, we considered IFRS 3 Business Combinations, and 
have determined that the acquired set of activities and assets 
is a purchase of a business, and as such has been classed as 
a business combination. We have therefore assessed the fair 
value of the assets, determined any identifiable intangible 
assets and worked through the relevant disclosures required 
within the financial statements. For more information refer to 
note 27 of the financial statements on page 207.

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, of which further details were published in May 2022. 
While the outcome is yet to be determined, we have started 
work to address matters which are likely to be implemented, 
and which we consider will add value to our business. We 
will continue to progress our plans to develop our Viability 
Statement, distributable reserve tests, and Audit and 
Assurance Policy, to ensure Dunelm is ready to adopt any 
regulatory changes in the near future. 

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, 
and as usual, we will aim to apply any changes that are 
implemented in a pragmatic way so as to deliver this outcome. 

Approved by the Board on 14 September 2022.

Ian Bull
Chair of the Audit and Risk Committee

14 September 2022

DUNELM GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2022 129

G
O

V
E

R
N

A
N

C
E


