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Customer First
We continue to adapt and evolve as our customers’ 
needs change. Our foundations are strong and 
they give us a great platform to accelerate our 
multichannel capabilities. Our colleagues make 
Dunelm what it is. Friendly service, product 
expertise, and willing to go the extra mile.
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Our Marketplace
WELL POSITIONED FOR GROWTH

Headlines
The UK homewares market is worth over £13bn per year. 
Based on estimated GlobalData research, the homewares 
market has grown in FY18 and this is supported by our 
internal analysis, based on actual weekly sales data for our 
trading period. Growth in the market has been driven by 
price, rather than volume, which our analysis indicates has 
declined in the year.

Online penetration is still growing, and estimated to be 
13.6% in 2018 (2017: 12.7%), and is forecast to reach 16.5% 
by 2022. Improved convenience through shorter delivery 
times and cheaper deliveries will support growth.

Stores continue to play a key role in the shopping journey 
with research highlighting an increasing importance of the 
in-store experience to consumers.

Most consumers purchase homewares every four to six 
months and the most frequent and highest spending 
shoppers are 25-34 year-olds. Younger shoppers especially 
are influenced by trends and design-led ranges.

Macroeconomic Trends
The UK retail sector has endured another volatile and 
uncertain year, with many well-established retailers struggling 
to adapt to rapidly changing consumer behaviour, disruptive 
competitive pressures and continual technological progress.

The consumers’ channel shift online continues apace, with 
online shopping now a part of almost every shopping 
journey. At the same time, consumers are looking for value 
and convenience. The economic backdrop remains fragile 
and uncertain with high levels of employment but stagnant 
productivity and low real wage growth.

The year ahead does not look any less tumultuous for retail  
in the UK.

How We are Responding
At Dunelm, we are focused on our customer and the things 
that we can control. We are clear about the opportunities and 
challenges ahead of us, and we are responding quickly to the 
changing consumer and market conditions. 

Our competitor set is fighting hard, so we’re looking to 
reassert our value credentials while improving ease of 
shopping in a multichannel world and we’re adding more 
inspiration to help our customers create a home they love. 

We know we have a product and service advantage, and we 
want to spread the word. That’s why we’re launching a brand 
building programme so more customers can get to know us 
and shop with us.

Market size  
£bn

The Homewares Market*

Key growth drivers and inhibitors

   Store space and new formats  
improve experience

   Fashion and design-led ranges  
increase visit frequency

    Online provides more choice and convenience

   Economic uncertainty, inflation  
and price competition

  Leisure favoured over retail 201920182017 2020

13,812 14,07913,592

1.7%

13,442

2016

13,257

1.4% 1.1%

1.6% 1.9%% Growth

ESTIMATE FORECAST FORECAST

Homeware-market-size
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Headlines
The UK furniture market is estimated to be worth £11.4bn 
in 2018. The market is expected to grow slightly in 2018 
but this growth is driven by price inflation and volumes are 
expected to decline, impacted by economic uncertainty, 
lower consumer confidence and the weaker housing market. 

Online penetration is forecast to grow to 17.3% in 2018 
(2017: 15.7%), and is forecast to reach 22.4% by 2022 with 
customers becoming more comfortable with shopping this 
channel and benefitting from broader ranges, convenient 
delivery and lower pricing. 

The market is expected to continue to consolidate with 
independents declining most, as costs erode margins, and 
online retailers capitalise on the benefits of the channel to 
attract and convert customers.

Market size  
£bn

The Furniture Market†

Key growth drivers and inhibitors

   Online growth: lower overheads, broader ranges, 
keener prices, convenient deliveries

   Growth in sales of bedroom furniture categories  
will be driven by increasing well-being and  
health awareness

   Growth in sales of living room furniture as space is 
more constrained and innovative storage solutions 
are needed 

    Economic uncertainty, inflation and  
price competition

Furniture-market-size

201920182017 2020

11,546 11,766
11,405

2.6%

11,367

2016

11,449

(0.7%)
0.3%

1.2%
1.9%

% Growth

ESTIMATE FORECAST FORECAST

Key  
Differentiators:

 z Product obsessed – focus on style, quality and value

 z Everyone’s welcome in our home

 z Multichannel convenience – shop when, how and  
where you want

 z Our people – friendly and knowledgeable service

*  Homewares market data is based on GlobalData analysis. The 
methodology has been revised in the last 12 months; prior years and 
forecast market sizes, including retailers’ market share analysis, have 
been amended to reflect better available information.

† Furniture market data is based on GlobalData analysis.
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MULTICHANNEL CONVENIENCEPRODUCT SERVICE

 z  Mobile and tablet friendly websites allow 
on-the-go browsing with clear pricing, 
product information and customer 
reviews 

 z A conveniently located superstore estate 
allowing customers to touch and feel 
products and seek expert advice

 z Multiple home delivery options and free 
or low cost delivery charges

 z  Over 25,000 products in store  
with 30% annual range refresh  
and frequent promotional buys to 
retain interest

 z  High levels of in-store availability to 
take home today

 z  Over 60,000 items available online for 
Home Delivery

 z Over 9,000 colleagues, over 100,000 
training hours per year

 z High in-store Net Promoter Scores (NPS) 
highlight customer satisfaction and provide 
feedback on how to improve

 z  Dedicated customer service centre in 
Radcliffe, Manchester available to support 
customers seven days a week

Gives options to customers on how 
they want to shop. Online or  
in-store, Home Delivery or Collect+.

Provide a leading range of 
quality, great value products 
for all customer groups.

Support customers throughout their 
shopping journey with friendly and 
knowledgeable colleagues in-store, 
ready to help.

Our Business  
Model
DEVELOPING DUNELM. THE HOME OF HOMES

OUR PEOPLE
Our people are passionate 
about Dunelm and 
committed to helping 
our customers create a 
home they love. Our deep 
product knowledge and 
friendly service helps create 
and enhance our leading 
customer proposition.

OUR RELATIONSHIPS
We have grown up with 
many of our committed 
suppliers, and we also 
build open and trusted 
partnerships with new 
suppliers and in the 
communities where we 
operate. The strength of 
our relationships and the 
way we work together 
allows us to continually 
improve Dunelm for our 
customers.

CAPITAL AND  
INFRASTRUCTURE
We’re a prudently financed 
business and over the 
years, we have invested in 
appropriate systems and 
capabilities that provide a solid 
platform for growth. Our store 
network is not over-sized and 
the highly cash generative 
nature of our business allows 
us to reinvest for growth, 
whilst maintaining shareholder 
distributions.

OUR BRAND  
REPUTATION
The Dunelm brand is known 
and trusted by millions of 
UK consumers, for choice, 
value, quality and style. 
We’re working hard to build 
awareness of Dunelm so 
that those customers who 
don’t yet know us or shop 
with us, can get access to 
our leading product ranges 
and friendly service too.

The resources we use

What we do
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FOR OUR PEOPLE  
AND COMMUNITIES

 z Stable and secure 
employment in a growing 
business with opportunities 
to develop and progress

 z A fair pay deal with pay 
rates above National 
Minimum/National 
Living Wage levels, plus 
additional benefits

 z A strong commitment  
to our relevant nominated 
charities, helping us  
give back

 z Focused on doing the right 
thing for the environment 
by reducing emissions  
and waste

FOR OUR 
SHAREHOLDERS 

 z A clear strategy for 
continued growth, with 
targeted investment for 
long term value creation

 z Focus on cost control to 
maximise efficiency and 
return on capital employed

 z Strong free cash flow 
generation allowing 
invest/distribute decisions 
to be made

 z A progressive dividend 
policy with growth in 
dividend per share each 
year since flotation

“ At Dunelm, our purpose is to help 
everyone create a home they love”

Will Adderley DEPUTY CHAIRMAN

Our Culture and Business Principles
Our business principles underpin our  

culture and encourage us to do the right things 
with the long term in mind

Sell more
Be 

committed 
Do things
our own

way

Keep it
simple

CUSTOMER 
FOCUS

MOTIVATE  
OUR TEAMS

DEVELOP  
OUR PEOPLE

BE THE 
UNDERDOG

LONG TERM 
DECISIONS

WASTE 

ENVIRONMENT

KEEP OUR  
COST 

STRUCTURE 
LEAN

MERCHANDISE

SUPPLIER 
RELATIONSHIPS

KEEP LISTENING 
AND LOOKING

LOVING EVERY HOME
We love every home and all the life that takes 
place within them

PRODUCT OBSESSED
We’re obsessed with everything we sell, whether 
they’re our own products or not. We don’t waste 
our time on things our customers can’t take home

FAMILY VALUES
We’re friendly, helpful and straightforward, because 
we love homes just as much as our customers do

WHY PAY MORE
We make the right trade-offs. We always try to strike 
the right balance between price and quality

EVERYONE’S WELCOME
We value every customer and every colleague. 
Everyone should feel at home in our home 

ENERGY TO DO MORE
We’re never satisfied with what we’ve done in the 
past; we trust our instincts, build on our successes 
and look to the future 

Read more online at corporate.dunelm.com

FOR OUR SUPPLIERS
 z We deal with our suppliers 

in an open an honest way – 
fair and consistent

 z Effective management of 
human rights throughout 
our supply chain

 z In-house Sourcing team 
supports our suppliers 
with improvement in 
their quality and ethical 
standards

 z Continually improving 
provenance to reduce 
social, regulatory and 
environmental impacts

FOR OUR CUSTOMERS
 z Ever increasing reasons to 

shop at Dunelm. With new 
ranges, new departments, 
new products and new 
services 

 z Everyday low prices, two 
end of season clearance 
sale events per year 

 z An easy shopping 
experience, how and 
wherever customers want 
to shop

 z Inspiration across channels 
to help everyone create a 
home they love

The long term value we create

What makes Dunelm different

42
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Reaching more customers  
with our brand 

Create new reasons  
for customers to shop  
with Dunelm

Easy and inspiring 
multichannel shopping for 
our customers 

Simple and low cost –  
good housekeepers

A great place to work  
for colleagues

2

1

3

4

5

Our Vision  
& Strategy
WHAT WE ARE SETTING OUT TO DO

Dunelm
The Home of Homes
Our customers shop differently to 
how they did when our business 
was growing up. Online, whether for 
inspiration, browsing or purchasing is 
now a part of most customers’  
shopping experience. 

Our stores play a pivotal role in a 
Multichannel world. Take-home-today 
convenience, friendly colleague advice, 
or that touch and feel experience, 
means we provide a unique experience 
which sets us apart.

The rate of change in the UK retail 
market is high, and gathering pace all 
the time. Developments in technology 
are changing customers’ shopping 
behaviour and our competitor set 
is evolving rapidly. Discounters are 
competing on price and pure-play 
retailers are offering a wide product 
choice and transparent pricing. This 
can be disruptive as they have a very 
different approach to profits and long 
term value creation.

We continue to grow well, taking market 
share and developing our customer 
proposition. We must continue to adapt 
and evolve as our customers’ needs 
change. Our foundations are strong 
and they give us a great platform to 
accelerate our multichannel capabilities.

As the rate of new store openings slows 
down, we must find ways to reach more 
customers with our Dunelm brand. Our 
brand awareness remains relatively 
low for a market leader. Attracting and 
converting more customers will allow us 
to sell more.

We must continue to give customers 
clear (and more) reasons to shop with 
us. We will be famous for style, value, 
quality and ease of shopping. This 
means well designed, brilliant quality, 
own label products at the best possible 
prices. We must offer more than today 
– more newness, choice and seasonality 
and desirable brands for example in 
Dorma and Fogarty. 

We will broaden our appeal. We want 
everyone to create a home they love 
and to feel comfortable in ours – starting 
out, settled down, well off, hard up, 
classic tastes, bling-loving, sofa surfer or 
day tripper. 

We know that convenience is important 
given our customers’ busy lifestyles. 
Getting our product must be easy – 
anytime, anywhere. Our stores must 
be worth visiting, providing inspiration, 
advice, product trial and a window on 
our entire range. Our websites must be 
easy and inspiring to shop, with painless 
delivery and collection options. 

Our colleagues make Dunelm what it is. 
Friendly service, product expertise, and 
willing to go the extra mile. We  
will keep making our place a better 
place to work. Happy colleagues make 
happy customers.

We will focus on five Business Goals: 

For us, this will feel like continual 
adaptation and evolution. To our 
customers, it will simply be what they 
expect of us. 

This is Dunelm,  
The Home of Homes  
for tomorrow, as well as today. 

Our vision is to be the leading multichannel specialist. 
Famous for style, value, quality and ease of shopping. 
Our purpose is to help everyone create a home they love.
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Goal One Goal Five
Reaching more 

customers with our 
brand

Goal FourGoal Two Goal Three
A great place  

to work for 
colleagues

Create new reasons  
for customers to shop  

with Dunelm

Easy and inspiring 
multichannel  

shopping for our 
customers

Simple and low 
 cost – good 

housekeepers

Our Business Goals

STRATEGIC OBJECTIVE
Increase customer visit 
frequency

WHAT WE’RE DOING
Improving our product 
proposition by offering 
the best choice, quality, 
value and style

 z Cultivate win/play/
show category 
ranging strategies 
including seasonal

 z Buy more promotional 
product to 
complement core 
ranges and increase 
newness and value

 z Use drop-ship 
capabilities to 
develop online range, 
especially in soft 
furnishings

 z Build differentiated 
offer in selected 
furniture categories 
(e.g. Fogarty 
mattresses)

STRATEGIC OBJECTIVE
Increase the number of 
shoppers at Dunelm

WHAT WE’RE DOING
An integrated programme 
to build brand awareness, 
consideration and 
acquisition

 z Brand building 
campaign begins in 
September 2018 with 
TV sponsorship and 
advertising

 z Performance 
marketing 
programmes will 
accelerate under  
one brand

 z Developing own 
channels and unique 
content (#mydunelm, 
Salesforce capabilities, 
emails)

 z Store roll-out 
continues with a long 
term target of around 
200 stores in the UK

 z Product PR and 
Influencer programme 
gaining critical mass

STRATEGIC OBJECTIVE
Increase conversion and 
basket size

WHAT WE’RE DOING
Be the leading 
multichannel brand in 
homewares for customer 
experience

 z Introduce our 
new web platform 
including Click & 
Collect in Q3 FY19

 z All range available 
in-store through 
customer hosts and 
mobile tablet selling 
equipment

 z Refits to develop 
inspiration and ease  
of shopping

 z Technology teams 
set up for agile 
development from  
Q1 FY19

STRATEGIC OBJECTIVE
Improve operating 
leverage and efficiency

WHAT WE’RE DOING
Developing our business 
to be agile and scalable. 
Instilling the good 
housekeepers mindset

 z Simplify to one brand, 
one platform (for Tech 
and Supply Chain 
efficiency)

 z Develop agile and 
scalable systems and 
processes

 z Improve internal 
controls around retail 
basics

 z Attack third party 
costs (sourcing, 
procurement, value 
engineering)

 z Re-engineer non-
customer facing 
activities in store

STRATEGIC OBJECTIVE
Improve customer 
conversion efficiency

WHAT WE’RE DOING
Retaining our culture as 
we embrace a digital 
future

 z Restructured 
commercial teams 
to increase pace and 
customer ownership

 z Always-on colleague 
listening to enhancing 
our ability to 
engage with and 
make continual 
improvements for our 
colleagues

 z Restructured 
technology team to 
enhance technical 
product ownership 
and development 
agility and skillset

 z Appointed a 
designated non-
executive Director 
to our Colleague 
Council to improve 
engagement with the 
Group Board

 

Reaching more 
customers with our 

brand

Create new reasons 
for customers to 

shop with Dunelm

Easy and inspiring 
multichannel 

shopping for our 
customers

Simple and low  
cost – good 

housekeepers

A great place  
to work for  
colleagues

Helping everyone create a home they love

 Sell more Be committed Do things our own way Keep it simple

OUR PURPOSE

OUR KEY BUSINESS PRINCIPLES

OUR BUSINESS GOALS

OUR FOUNDATIONS

A customer  
first culture

Committed 
colleagues

The best store 
portfolio

Agile and 
scalable digital 

platform

A lean and 
efficient supply 

chain

Committed 
supplier  
partners
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Key 
Performance  
Indicators
Key performance indicators (KPIs)  
are used by the board and throughout 
Dunelm to monitor business performance. 
The KPIs set out in this summary are those considered to be most relevant 
to understand the performance of Dunelm over time.

677.2 730.2
822.7 880.9

955.6

12.2%

7.8%

12.7%

7.1% 8.5% 9.9%

FY13 FY14 FY15 FY16 FY17

1,050.1

FY18

% Growth

1.7
2.1

5.8

2.5

(0.5)

FY13 FY14 FY15 FY16

FY17

4.2

FY18

19.2
32.4 50.3

62.0

FY13 FY14 FY15 FY16 FY17

129.0

FY18

174.4
2.8% 4.4% 6.1% 7.0%

13.5%

16.3%

% Growth

TOTAL REVENUE 
£m and growth %

TOTAL LFL REVENUE 
growth %

HOME DELIVERY SALES 
£m and participation %

Commentary
Growth of 9.9% includes LfL growth of 4.2% 
from both stores and online and reflects the 
full-year impact of Worldstores sales and the 
benefit of ten new stores which opened in 
the first half. 

Why this measure is important
Sell More is a Business Principle and our 
strong record of continued sales growth 
reflects the ambition and culture of Dunelm.

This measure, which coincides with market 
share growth, is central to our vision as we 
become the customer’s number one choice 
for Homewares and Furniture.

Link to business goals:  

1 2 3

Commentary
Good LfL growth of +4.2% reflects improved 
store performance (+1.0% store LfL), 
supported by strong online Home Delivery 
growth (+37.9%).

Why this measure is important
Creating more reasons for customers to shop 
with Dunelm is a Business Goal which is core 
to our strategy of driving sales growth. It also 
allows us to monitor the performance of our 
existing store estate and high growth online 
channel.

Link to business goals:  

1 2 3

Commentary
Home delivery sales now exceed 16% 
of total sales including the benefit of the 
consolidation of Worldstores sales for 
the full year. Extensions to online ranges 
and improved user experience have also 
contributed to growth. 

Why this measure is important
Our digital growth ambition to offer a 
seamless multichannel experience to 
customers means that monitoring growth 
in this KPI is important to understand our 
progress and success over time.

Link to business goals:  

1 2 3

Reaching more customers  
with our brand 

Create new reasons for  
customers to shop with Dunelm 

Easy and inspiring multichannel 
shopping for our customers 

Simple and low cost –  
good housekeepers

A great place to work  
for colleagues

2

1

3

4

5

Link to Business Goals:
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18.7% 18.7%
17.3% 17.5%

14.9%

142.2

FY13 FY14 FY15 FY16 FY17

139.6

FY18

% Growth

154.3142.7136.3126.9

13.3%

  

16.0

20.0
21.5

25.1  26.0

FY13 FY14 FY15 FY16 FY17

 26.5

FY18

74.0 77.1
86.9

110.8

14.2

FY13 FY14 FY15 FY16 FY17

52.9

FY18

58.3% 56.6% 60.9% 71.8%

11.1%

39.3%
% Growth

34.9

29.0
 25.6

2014 2015 2016 2017

 23.7

2018

39.9

14.0% 9.3% 7.1% 7.5%

(28.2%)
0.3%

FY13 FY14 FY15 FY16 FY17

50.3
46.843.740.0

36.1

FY18

36.2

% Growth

FY17

140.8
132.6

FY16

62.5

29.4

25.5

23.4

52.4

26.6

25.0

28.6

FY18

142.3

58.9

32.0

18.9

32.5

 

Net VAT collected

 

Payroll taxes 
including NI

Corporation tax

Property taxes

 

 

EBITDA* 
£m and % sales

DIVIDEND PER SHARE 
growth %

FREE CASH FLOW AND 
EBITDA CONVERSION 
£m/%† sales

CO2 EMISSIONS (-7.4%) 
tCO2e /£1m Group Revenue 

EARNINGS PER SHARE 
Diluted, pence and growth %

TAX CONTRIBUTIONS (£142.3M) 
£m

Commentary
EBITDA has declined modestly this year 
as a result of Worldstores losses, higher 
depreciation from recent investments and 
wage inflation. We are focusing on improving 
operating leverage and this measure is 
expected to improve in FY19.

Why this measure is important
EBITDA is a good indicator of the cash 
generation capability of business operations 
before working capital and capital investment 
decisions. It is important to monitor to ensure 
that Dunelm maintains its operating cost 
leadership position.

Link to business goals: 

1 2 3 4
*  EBITDA is presented before  

exceptional costs

Commentary
The Board has recommended a 1.9% 
increase in dividend per share reflecting 
confidence in the long term cash generation 
capability of Dunelm and in the strategic 
plan. Dividend per share has increased each 
year since flotation in 2006.

Why this measure is important
With so many colleagues owning shares in 
Dunelm, dividend per share is an important 
metric for both external shareholders and for 
our people as we continue to make Dunelm a 
great place to work.

Link to business goals: 

4 5

Commentary
Free cash flow has improved this year due 
to lower capital investment and corporation 
tax payments. This was partially offset by 
increased working capital driven by a 
reduction in inventory purchases towards the 
end of year. 

Why this measure is important
Dunelm is highly cash generative, and has 
the ability to make investment decisions 
for the long term to support growth, or to 
make capital distributions to shareholders. 
This KPI allows the Board to monitor cash 
flows carefully throughout the year as these 
decisions are made.

Link to business goals: 

1 2 3 4
†  Free Cash Flow and EBITDA Conversion % are 

presented after exceptional costs

Commentary
A continued reduction in both absolute 
emissions and emissions/revenue 
highlights the progress made on a range 
of environmental initiatives including LED 
lighting, solar power generation and lower 
emission vehicles.

Doing the right thing for the environment is 
something we take seriously and invest in. We 
recognise it is important for our colleagues 
and customers too. It also helps us reduce 
waste and keep our cost structures lean.

Why this measure is important
This KPI allows us to assess our progress in 
reducing our impact on the environment.

Link to business goals: 

4 5

Commentary
There was a modest increase in diluted 
Earnings Per Share (EPS). Before exceptional 
items this measure decreased to 40.0p  
(FY17: 42.8p). EPS is expected to improve 
again in FY19.

EPS is expected to improve again in FY19.

Why this measure is important
EPS is a key measure for shareholders 
and employees and is a component of 
remuneration calculations. It monitors 
Dunelm’s ability to grow profitably over the 
long term.

Link to business goals:  

1 2 3 4 5

Commentary
We aim to comply with all relevant 
tax legislation and keep our tax affairs 
transparent and sustainable for the long term. 
In line with business performance our total 
tax contributions have increased to £142.3m 
in 2017-18.

Why this measure is important
This measure highlights our contribution to 
society and conservative tax planning.

Link to business goals:  

4 5
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Business  
Review
SEIZING OPPORTUNITIES IN A DIGITAL WORLD

First impressions
Dunelm is a great business which has 
grown sales in each year of its 39-year 
history by offering great choice and 
value for money. Over time we have 
developed deep knowledge and 
an unrivalled range of homewares 
products, supported by committed 
suppliers. The business is prudently 
financed, and highly cash generative. 
Investment in appropriate systems and 
infrastructure provides a solid platform 
for growth, and the superstore portfolio 
combines good locations and attractive 
rent levels. Our long-established 
business principles and committed 
colleagues help ensure a high level of 
customer satisfaction, which is  
still growing.

However, we need to continue to 
change if we are to continue to win. 
The market is changing, with the 
increasing penetration of online retail. 
At the same time, while some of our 
traditional competitors are retrenching, 
discounters continue to expand their 
physical store portfolios. Our rate of 
market share gain has slowed. We have 
made some inroads into the furniture 
market, but our proposition is not yet 
well developed. The acquisition of 
Worldstores in FY17 has accelerated 
the development of our multichannel 
capabilities, but the process of 
integrating Worldstores into Dunelm 
has been substantial and has reduced 
our focus on some of our operating 
disciplines.

My conclusion is that I have joined an 
excellent business which is experiencing 
some new challenges, both near term 
and medium term. I am really excited 
about helping Dunelm to navigate 
these challenges as we aim to fulfil our 
purpose of helping everyone create a 
home they love. We will differentiate 

ourselves by being famous for product 
style, value and quality in all market 
segments, and we are working hard to 
become the best multichannel retailer 
for homewares in terms of convenience 
and customer experience.
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Worldstores
The acquisition of Worldstores was a 
major event in Dunelm’s development 
and trading and integrating the 
acquired businesses has been a massive 
focus for the management team. 

Although Worldstores was acquired 
from administration for a nominal 
sum, our estimate of the total cash 
outlay we will incur, including goodwill 
payments to suppliers, integration 
costs and trading losses amounts to 
approximately £30m (net of tax relief).   

The business model of Worldstores 
itself was not sustainable and at the 
time of acquisition it was incurring 
losses of over £20m per year. We 
have transferred significant numbers 
of profitable lines (approximately 
15,000 to date) from Worldstores 
and Kiddicare to our own website, 
strengthening the Dunelm.com offer 
and contributing to growth. Having 

transferred the worthwhile sales, 
we decided to cease trading the 
Worldstores websites as separate 
entities and they were fully withdrawn 
by early September 2018. We also 
sold the Achica brand which did not 
fit with Dunelm’s business model and, 
having tested the Kiddicare brand, we 
concluded that we can more profitably 
extend our presence in the children’s 
market using the Dunelm brand. We 
therefore closed the Kiddicare business 
in July 2018. 

The main benefit from the acquisition 
is the access to technology and 
digital development capabilities, 
which are an important ingredient to 
the infrastructure that is essential to 
our success in a multichannel world. 
Importantly, we see the technology 
platform acquired with Worldstores 
as a real asset. We are well advanced 
in a major programme to move the 
Dunelm.com website onto this platform 

which will allow us to launch Click & 
Collect and subsequent developments 
(such as improved delivery options) 
with much greater agility than has been 
possible whilst working with a third-
party technology partner. We are on 
track to introduce the new platform 
during Q3 of our financial year. Linked 
to the above, we now have not only 
better technology assets but also a 
much more advanced capability within 
the organisation, with a significant 
increase in the number of digital 
developers and a digital development 
centre in London.

With the integration behind us, it is 
clear that Worldstores has created a 
new level of energy and focus in the 
business around digital growth. This 
will play a key role in driving Dunelm’s 
growth for the foreseeable future. 

“I see plenty of opportunity for us to drive growth as the   
leading multichannel specialist, helping more customers  

to create a home they love... This is a new and exciting chapter  
for Dunelm as we fully embrace digital retailing.”

Total Revenue  
Growth %

Homeware’s 
Market Share%

9.9%
(2017: 8.5%)

8.1%
(2017: 8.0%)
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Immediate challenges  
and opportunities
We have seen profits fall in our last two 
financial years and we have identified 
a number of issues and opportunities 
to improve performance of the core 
Dunelm business.

We need to evolve to a market-
leading multichannel offer. The actions 
described above to capitalise on the 
assets acquired with Worldstores are 
the critical next phase on this journey. 

We also have a clear opportunity 
to improve our customer offer via 
renewed focus on our value for  
money credentials. We will reinvigorate 
our programme of special buys in the 
coming months and ensure these 
are prominently displayed in stores  
and online.

We have grown our furniture 
business over recent years such that 
furniture (excluding Worldstores) 
now represents approximately 5% of 
Dunelm sales, but the proposition is 
still at an early stage of development. 
I am excited by the opportunity to 
develop our furniture offer further 
across all channels.

Partly as a result of management 
change and partly due to the 
distraction of the Worldstores 
acquisition and integration activity, 
some of our basic retail disciplines 
have slipped, for example in the areas 
of margin management and stock loss. 
I am determined that we will regain our 
grip in these areas.

We have invested heavily in our 
store portfolio over recent years. 
With a small number of exceptions, 
the performance of new stores has 

been positive and continues to give 
good payback on investment. Refit 
investments have shown a mixed 
return. I continue to believe in the 
opportunity for rolling out new stores, 
and for targeted refits, although I will 
ensure that we are highly selective 
with these investments going forward. 
I anticipate that the rate of new store 
openings will be lower, approximately 
three to five per year, as we move 
towards our target of 200 stores for 
full national coverage; and that our 
investment in refits will settle at £5-10m 
per year over the medium term. 

Evolution of strategy
The core of Dunelm’s business strategy 
is sound, but needs to adapt to reflect 
fully the issues described above and 
the challenges of a multichannel 
environment. 

Our customer purpose is to help 
everyone create a home they love.  
We intend to reflect this in the way  
we think about the business, the way 
we organise, and the way we express 
our strategy.

Customer first –  
The leading multichannel 
specialist
We are now organising ourselves in 
line with a clear “Customer First” mind-
set. In this retail environment, we must 
be agile and able to work at pace in an 
ever-evolving competitive landscape. 
Our combined store and online 
business enables us to offer a leading 
multichannel customer proposition 
which neither the discounters nor the 
pure-play operators can match. 

By listening to our customers and 
serving them better we have a 
significant opportunity to sell more. 
Shopping frequency and average 
basket size have considerable 
headroom for growth as we develop 
our customer proposition. We under-
participate in certain key homewares 
customer segments, such as “confident 
nest builders” and “necessity buyers”, 
and have the potential to grow 
substantially within these groups. 
Furthermore, awareness of the Dunelm 
brand is approximately 80%, which 
remains low for a market leader. 

In the coming years our customer 
proposition will evolve significantly. 
Product choice will be extended 
considerably, in both current and 
adjacent categories, as we help our 
customers by sourcing great products. 
Our stores will become more service 
and experience orientated, supported 
by market-leading services which 
offer inspiration and advice to help 
customers create a home they love. 
At the same time, we will work hard to 
improve the value we offer customers, 
and to make it even easier for them to 
shop with us. 

In addition to our four existing business 
goals which help us shape and prioritise 
our activities to support growth, we 
have now added a fifth, reflecting 
the opportunity to grow customer 
awareness and improve our capabilities 
with regards to customer acquisition. 

Business Review
continued
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Read more on our  
Strategy on pages            and12 13

1   Reaching more customers 
with our brand

We have increased the number of 
unique customers shopping in our 
stores by 5% and online by 18% during 
the last year. Continuing to grow our 
customer base is now a key focus.

Historically customers have “found” 
Dunelm as we have opened new stores 
near their homes. In recent years, with 
the growth of online performance 
marketing, we have also attracted new 
customers directly to our website, 
which in turn supports our store sales.  

In the current financial year, we are 
launching a new integrated brand 
building campaign which will begin 
in September 2018, comprising 
TV sponsorship and advertising, 
supported by PR, social media activity, 
email communications and instore 
activities. We will test and learn from 
this approach, and will endeavour to 
have an “always on” flow of customer 
communications to ensure the Dunelm 
brand is “front of mind” amongst 
our target customer segments. Our 
investment in this campaign over the 
coming financial year will be partly 
funded by redirecting existing brand 
spend. We will measure success in 
terms of customer acquisition and  
visit numbers.

We plan to accelerate investment in 
online performance marketing on 
Dunelm.com in line with our growth 
expectation for this channel. 

We will also continue to develop the 
use of our own content via our own 
website, emails to customers, and 
on social media channels where we 
are targeting increased followers 
and likes. We are learning how best 
to leverage the capabilities of our 

new CRM system, and generating 
interaction through #mydunelm and 
user-generated content and imagery. 
We will further step up our product PR 
activity and influencer programmes to 
gain critical mass.

We are excited about the potential 
for medium term growth across all 
our channels which will come from 
this heightened focus on customer 
acquisition.

2   Create new reasons  
for customers to shop 
with Dunelm

We must continually improve our 
proposition by offering the best 
product choice, quality, value and 
style to our customers. We must 
broaden our product appeal to suit 
all customer tastes, and reinforce our 
product advantage compared to our 
competitors. Driving broader category 
awareness will help us drive visit 
frequency and basket size.

During the last year we have had 
some notable successes in improving 
our product ranges in areas such as 
lighting and rugs where sales grew 
significantly both online and in stores.

We have recently launched online a 
new Made to Measure blinds offer, 
which will be followed in due course 
by Made to Measure curtains, which 
we expect to appeal to customers 
seeking convenience. In furniture, we 
are building differentiation into our 
offer to improve the ranges available 
for customers and drive consideration 
in areas such as mattresses with new 
Dorma and Fogarty branded products.

We want our customers to see new 
products each time they visit our 
stores and website. We will achieve 

this by reinvigorating our approach 
to special buys and trading to bring a 
wide variety of styles and great value 
products to our customers. 

In the last year, we have continued to 
grow our sales of seasonal products 
across key winter and summer trading 
periods (on top of strong growth 
in FY17). We believe there is more 
potential for growth here and are 
planning further improvements in 
seasonal ranging over the next year.

3   Easy and inspiring  
multichannel shopping 
for our customers 

Our customers tell us that shopping 
convenience is high on their priority 
list. In addition, customers seek help, 
advice and inspiration to help create a 
home they love. 

Our 169 superstores provide a fantastic 
opportunity for us to showcase our 
product ranges and inspire customers 
as they browse. As we expand our store 
estate to around 200 stores, we will 
bring this opportunity within reach of 
even more customers, enabling them 
to access our great ranges and ‘take 
home today’ convenience. 

Our website provides a different type 
of convenience for customers shopping 
at home or on the go. We are working 
hard to create a seamless multichannel 
proposition, and are aiming to be 
the leading multichannel brand in 
homewares for customer experience. 
In reality, we are still in catch-up mode 
for online capability, and we know our 
customers will appreciate the Click & 
Collect service which we will introduce 
in tandem with our new web platform 
early in 2019, as well as improved 
payment and delivery options.
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Business Review
CONTINUED

We know that our stores are an 
integral part of our future success in 
a multichannel world, and delivering 
an inspirational and easy to shop store 
remains important. We have rolled out 
tablet-based selling in-store during the 
last 12 months, providing customers 
with the opportunity to access the full 
Dunelm range from every store. We 
have introduced customer hosts in 
our stores who will support customers’ 
shopping needs, offering friendly 
advice and expertise, and helping them 
navigate the wide variety of ranges 
available to them.

Last year we continued to evolve our 
format in stores by completing six 
major refits, as well as a number of 
smaller modular refits around furniture, 
lighting and Made to Measure. We 
will continue to trial and develop new 
concepts in stores and currently plan 
to complete a small number of further 
major refits in the next financial year.

4   Simple and low cost – 
good housekeepers

Our low-cost operating model and 
dedication to keeping things simple 
has historically been a source of 
significant cost advantage. However, 
cost growth has exceeded sales growth 
for a number of years now as we  
have addressed the changing retail 
market and transitioned to our 
multichannel model. 

Our approach going forward is to 
drive efficiency by leaving behind the 
Worldstores and Kiddicare brands, 
and leveraging a single brand, web 
platform and integrated supply chain. 
As our channel mix shifts, we will attack 
costs and work to keep all our channel 
operations low cost and efficient.  
We calculate that the marginal 
contribution from 1-man home delivery 
sales is currently around 15% below 
in-store sales. 

Over the last year we have made 
conscious decisions to invest in 
areas such as digital marketing and 
technology, and these investments 
will continue. We have partially offset 
these investments through productivity 
initiatives, both in stores and in our 
supply chain operations, including 
elimination of some of the Worldstores 
operating costs. However, we have also 
suffered increased operating costs due 
to weaker grip on basics such as stock 
loss, sourcing and procurement. We are 
now refocused on improving controls 
in these areas.
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5   A great place to work  
for colleagues

Making Dunelm an even better place 
to work for all our colleagues is a 
continual focus for our leadership team 
and something that we are passionate 
about. We know that highly engaged 
colleagues provide better service to 
our customers. 

Our business principles are really 
important to us, and as we embrace a 
digital future, we are working hard to 
retain the culture which has enabled us 
to get to where we are. 

We are encouraged by the progress 
made this year in creating better, 
more rewarding jobs for colleagues 
in stores and in support functions. We 
have again promoted more colleagues 
to management level roles, and we 
continue our efforts to identify and 
develop talent to enable individuals to 
reach their full potential. 

We continually listen to our customers 
and colleagues using our “always-on” 
feedback and engagement tools. 
Significant actions taken in response to 
feedback from our colleagues include 
restructuring our Technology teams 
to become more agile and product 
focused, and combining our Buying 
and Merchandising functions into an 
integrated team.

Colleagues value our commitment 
to activities which have a benefit for 
the environment. During the year, 
we reduced CO2 emissions by 7.4%, 
supported by the completion of 25 
LED refits in the year, taking the total 
number of our sites with LED lighting 
up to 164 out of 184. Our focus on 
recycling and landfill diversion has 
enabled us to reduce our costs of 
waste management year-on-year, 
generate significant revenues from 
recycling, and improve our landfill 
diversion by three percentage points 
to 95%.

Summary
In the near term, we have a number 
of self-help opportunities to improve 
profitability and cash generation after 
a difficult and disappointing FY18. I 
am determined that we grasp these 
opportunities quickly so as to return to 
profit growth.

Over the medium term I see plenty of 
opportunity for us to drive growth as 
the leading multichannel specialist, 
helping more customers to create 
a home they love. This is a new and 
exciting chapter for Dunelm as we fully 
embrace digital retailing.

The UK retail environment remains 
challenging, but against this difficult 
background we have traded in line 
with expectations during the current 
financial year to date.

Nick Wilkinson 
Chief Executive Officer

12 September 2018
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Financial 
Review
A STRONG PLATFORM FOR GROWTH

Overview
The table below is provided in order to aid understanding of the impact of 
Worldstores on the performance of the group as a whole. The analysis includes a 
number of assumptions and judgements, particularly in relation to the allocation 
of costs between core Dunelm and Worldstores.  

Dunelm

Existing 
(£m)

Worldstores 
transfer 

(£m)
Total 
(£m)

Worldstores 
(£m)

Total 
Group 

(£m)

Revenue 971.7 12.4 984.1 66.0 1,050.1

Cost of sales (495.7) (7.4) (503.1) (43.4) (546.5)

Gross profit 476.0 5.0 481.0 22.6 503.6

Operating costs (362.9) (2.4) (365.3) (33.6) (398.9)

Operating profit 113.1 2.6 115.7 (11.0) 104.7

Financial income and 
expense (2.7)

Profit before tax and 
exceptional items 102.0

Exceptional items (8.9)

Profit before tax 93.1

The commentary which follows explains the performance of Dunelm and 
Worldstores separately as far as possible.

Revenue
52 weeks to 30 June 2018

Revenue  
(£m)

YoY 
Growth 

(£m)

YoY 
Growth

 (%)

LFL stores 805.0 +8.2 +1.0%

LFL online (Dunelm.com) (including lines 
transferred from Worldstores) 105.4 +28.9 +37.9%

Total LFL 910.4 +37.1 +4.2%

Non-LFL stores 73.7 +43.6 —

Total Dunelm 984.1 +80.7 +8.9%

Worldstores businesses 66.0 +13.7 —

Total Group 1,050.1 +94.5 +9.9%

Group revenue for FY18 was £1,050.1m (FY17: £955.6m), an increase of 9.9%. 

Within this, Dunelm revenue grew by 
8.9% to £984.1m.

Despite volatile trading conditions 
throughout the year, like-for-like 
(‘LFL’) revenue grew by 4.2%. This was 
primarily driven by continued strong 
performance online, where revenue 
grew by 37.9%; over the year as a 
whole, Dunelm.com accounted for 
10.7% of total Dunelm business (13.5% 
including reserve & collect orders 
picked up in stores).

After a decline in the previous 
financial year, revenue in LFL stores 
also increased, with growth of 1.0% 
reflecting:

 z Better availability throughout the 
financial year, with no repeat of the 
supply chain disruption seen in FY17

 z Improvements in product ranges 
with more new lines and a stronger 
seasonal offering

 z Benefits from investment in existing 
stores, including six major refits

 z Favourable weather conditions 
through the first half, and especially 
the first quarter 

 z Adverse weather conditions in the 
second half 

Non-LFL revenue reflected the impact 
of our ongoing store expansion 
programme, with ten new openings 
in the year (of which one was a 
relocation). We ended the year with 
a portfolio of 169 superstores and 
three stores in high street locations. 
We anticipate a smaller number 
of new openings in FY19, with two 
new superstores committed (both 
relocations) as at the date of this report.
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Dividend per Share
Pence

Earnings per Share 
(diluted) Pence

26.5p
(2017: 26.0)

36.2p
(2017: 36.1)

The Worldstores businesses, 
comprising Worldstores.co.uk, Achica.
com and Kiddicare.com, were acquired 
midway through FY17. During FY18 
we divested Achica.com and made the 
decision to transfer continuing lines 
from the Worldstores and Kiddicare 
ranges to Dunelm.com, prior to 
winding down the Worldstores.co.uk 
and Kiddicare.com sites in the first 
quarter of FY19. As a consequence, 
sales attributed to Worldstores 
businesses will be minimal in FY19.

Gross Margin
Gross margin decreased by 90 
basis points to 48.0% (FY17: 48.9%). 
Excluding the dilutive impact of lower 
margins earned by the Worldstores 
businesses, core Dunelm gross margin 
was 48.9% in FY18 and 49.8% in FY17.

Key factors causing the year-on-year 
decline in gross margin were adverse 
foreign exchange impacts and a higher 
level of clearance of discontinued lines 
(including a year-end adjustment to 
increase our obsolete stock provision 
by £2.6m).  

Setting aside the year-end adjustment 
described above, core Dunelm gross 
margin showed year-on-year growth of 
40bps during the final quarter of the 
year. This gave positive momentum 
going into FY19, when we also expect 
to benefit from improved foreign 
exchange rates. We anticipate that 
these benefits will more than offset the 
margin dilution from transfers of further 
Worldstores lines to Dunelm.com.

Operating Costs before 
Exceptional Items
Operating costs before exceptional 
items in FY18 were £398.9m, an 
increase of £43.0m or 12.1% compared 
with the prior year. The total included 
£33.6m of costs relating to Worldstores 
businesses (FY17: £29.2m). 

The main drivers of the £38.6m 
increase in core Dunelm operating 
costs include:

 z Store portfolio growth – nine new 
superstore openings (net of one 
relocation), increasing selling space 
by 6.1%

 z Online – digital marketing and 
fulfilment costs grew broadly in line 
with Dunelm.com sales  

 z National Living Wage – upward 
cost pressure in excess of inflation, 
partially mitigated by productivity 
initiatives

We will redouble our focus on 
productivity and overhead cost control 
going forward.

Exceptional Items
We have treated as exceptional those 
non-recurring costs which relate to 
the acquisition, integration and/or 
disposal of the Worldstores businesses. 
During the year, these exceptional 
items totalled £8.9m, comprising the 
following:

FY18
 (£m)

FY17 
(£m)

Fair value adjustments 
in respect of acquired 
inventory — 0.5

Acquisition costs — 1.3

Welcome payments for 
continuation of supply — 7.3

Retention and redundancy 
payments 1.2 2.7

Loss on disposal, asset 
write-offs, impairments 
and accelerated 
amortisation 5.8 2.9

Other integration costs 1.9 2.2

Total 8.9 16.9

Management retention and 
redundancy payments were made in 
the year in accordance with contractual 
agreements. There are no further 
payments due to be made. 

We have reviewed the websites and 
other intangible IT assets of both the 
existing Dunelm business and the 
acquired Worldstores businesses. 
Having determined our technology 
plans going forward, we have written 
off certain technology assets and 
useful economic lives of others have 
been reduced resulting in accelerated 
depreciation. 
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Financial Review
CONTINUED

During the year we took the decision to 
develop the Kids and Nursery category 
under the Dunelm brand, rather than 
the Kiddicare standalone brand. As a 
result, the Kiddicare brand acquired as 
part of the Worldstores acquisition was 
deemed to be fully impaired. As well as 
this, aged Kiddicare stock and various 
other intangible assets relating to 
the development of a new Kiddicare 
website were also written off. 

As a result of the sale of the Achica 
business, certain costs relating to the 
sale and subsequent restructure of 
the business have been classified as 
exceptional. These costs include the 
write-off of assets relating to Achica 
and onerous contracts. The proceeds 
from the sale of the Achica business 
were £0.6m. 

Other integration costs include 
professional advisory support and 
costs associated with the transfer of the 
London head office to a new location.

Of the above exceptional items, £1.6m 
were net cash outflows in the period. 
We do not expect to report exceptional 
items in FY19. 

Operating Profit before 
Exceptional Items
Group operating profit before 
exceptional items for the financial 
year was £104.7m (FY17: £111.7m), 
equating to 10.0% of sales (FY17: 
11.7%). Included within this is a net 
negative impact from the Worldstores 
businesses, which we estimate 
at £8.4m. This impact will reduce 
significantly in FY19 as Worldstores 
trading is absorbed fully into the core 
Dunelm business.

Operating profit after exceptional items 
was £95.8m (FY17: £94.8m) reflecting 
the lower level of exceptional costs in 
the current year. 

EBITDA 
Before exceptional items, earnings 
before interest, tax, depreciation and 
amortisation were £139.6m (FY17: 
£142.2m). This represents a 1.8% 
reduction on the previous financial 
year. The EBITDA margin achieved was 
13.3% (FY17: 14.9%). 

After exceptional items EBITDA was 
£134.7m (FY17: £128.2m).

Financial Items
The Group incurred a net financial 
expense of £2.7m in FY18 (FY17: 
£2.4m). Interest and amortisation 

of costs arising from the Group’s 
revolving credit facility amounted to 
£2.2m (FY17: £2.0m) and net foreign 
exchange differences on the translation 
of dollar denominated assets and 
liabilities amounted to a further £0.5m 
expense (FY17: expense of £0.6m). 
Interest earned on cash deposits was 
£nil (FY17: £0.2m).

As at 30 June 2018, the Group held 
$164.0m (FY17: $140.0m) in US dollar 
forward contracts, of which $121.5m 
were due to mature in the next 12 
months (FY17: $107.6m), representing 
76% of the anticipated US dollar spend 
over the next financial year. US dollar 
cash deposits amounted to $7.3m 
(FY17: $0.3m).

PBT
After accounting for interest and foreign 
exchange impacts, profit before tax 
(excluding exceptional items) for the 
financial year amounted to £102.0m 
(FY17: £109.3m), a decrease of 6.7%. 

Profit before tax and after exceptional 
items was £93.1m (FY17: £92.4m).

Taxation
The tax charge for the year was 21.3% 
of profit before tax, a premium of 
230bps compared with the statutory 
rate of 19.0%. This included an 
unusually high level of disallowable 
asset write-offs largely relating to the 
acquired Worldstores brands.

In future, we expect the tax charge to 
trend approximately 100 bps above 
the headline rate of corporation tax, 
principally due to depreciation charged 
on non-qualifying capital expenditure.

PAT and EPS
Profit after tax was £73.3m (FY17: 
£73.1m). 

Basic earnings per share (EPS) for the 
year ended 30 June 2018 was 36.3p 
and in line with last year, or 40.1p 
before exceptional items (FY17: 43.1p). 
Fully diluted EPS increased slightly to 
36.2p (FY17: 36.1p). Before exceptional 
items this measure decreased to 40.0p 
(FY17: 42.8p).

Operating Cash Flow
In FY18 the Group generated £98.5m 
(FY17: £79.5m) of net cash from 
operating activities, an increase of 24%. 
Cash elements of exceptional costs 
were £1.6m (FY17: £11.3m). 

Net working capital increased by 
£20.3m over the year (FY17: £26.2m 

increase). Despite the expansion of 
our store estate, we reduced year-
end inventory by £8.6m through a 
combination of delayed inflow of 
Christmas merchandise and lower cover 
levels on continuing lines. However, 
payables reduced by £31.4m due to 
a combination of factors including the 
later timing of Christmas stock flows and 
the lower level of capital investment in 
progress at year-end.  

Capital Expenditure
Gross capital expenditure in the 
financial year was £44.0m compared 
with £60.5m in FY17. During the year, 
we opened ten new stores (£13.8m), 
and invested £10.6m in refits. We 
continued to invest in technology 
infrastructure to improve our website 
and open up new sales channels 
(£14.3m). We relocated our London 
Support Centre and invested in a 
new bespoke curtains manufacturing 
site, as well as acquiring one freehold 
property.

We expect capital expenditure in the 
next financial year to be lower. We 
anticipate fewer new store openings. 
We intend to complete a small number 
of major store refits as well as other 
specific upgrades across the estate 
to introduce concepts which have a 
proven return (estimated £5-10m in 
total). We will continue to invest in 
technology and web development as 
we move the Dunelm.com website 
to the Worldstores technology 
platform and introduce Click & Collect 
(estimated at £15m). In total, we are 
planning capital investment, assuming 
no freehold acquisitions, of £30-35m 
in FY19.

Free Cash Flow (FCF)
We measure FCF as net cash from 
operating activities less net cash used 
in investing activities. FCF was £52.9m 
in the year (FY17: £14.2m), reflecting 
the improved operating cash flow and 
lower capital expenditure year-on-year. 

Banking Agreements  
and Net Debt
During the year the Group amended 
and extended its syndicated Revolving 
Credit Facility (‘RCF’). The RCF was 
increased to £165m and extended 
until March 2023. The terms of the 
RCF are unchanged and are consistent 
with normal practice. They include 
covenants in respect of leverage 
(net debt to be no greater than 2.5× 
EBITDA) and fixed charge cover 
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(EBITDA to be no less than 1.75× fixed 
charges), both of which were met 
comfortably as at 30 June 2018. In 
addition, the Group maintains £20m of 
uncommitted overdraft facilities with 
two syndicate partner banks.

Net debt at 30 June 2018 was £124.0m 
(0.89× historical EBITDA before 
exceptional items) compared with 
£122.1m in FY17 (0.86× historical 
EBITDA). Daily average net debt in 
FY18 was £112.4m (FY17: £92.2m). 

Capital and  
Dividend Policy 
The Board targets an average net 
debt (excluding lease obligations and 
short-term fluctuations in working 
capital) of between 0.25× and 0.75× 
historical EBITDA. This policy provides 
the flexibility to continue investing in 
the Group’s growth strategy and to take 
advantage of investment opportunities 
as and when they arise, for example 
freehold property acquisitions.  

The Board targets ordinary dividend 
cover (by which we mean the Group’s 
earnings per share in a given financial 
year divided by the total ordinary 
dividends declared in respect of that 
year) of between 1.75× and 2.25×. 

The Board will consider special 
distributions if average net debt over a 
period consistently falls below the lower 
limit of the target range (0.25× EBITDA), 
subject to known and anticipated 
investment plans at the time.

The Group’s full capital and dividend 
policy is available on our website at 
https://corporate.dunelm.com.

Dividends Paid  
and Proposed
An interim dividend of 7.0p per share 
was paid in March 2018 (FY17: 6.5p). 
It is proposed to pay a final dividend 
of 19.5p per share (FY17: 19.5p), 
subject to shareholder approval. The 
total dividend of 26.5p represents an 
increase of 1.9% over the previous 
year, giving a dividend cover of 1.5× 
before exceptional items (FY17: 1.6×). 
This cover level is outside our policy, as 
described above; however, the Board 
has confidence in the strategic plans  
of the business and believes that 
ordinary dividend cover will revert to 
the policy range in the medium term. 
The final dividend will be paid on  
7 December 2018 to shareholders on 
the register at the close of business on  
16 November 2018.

Share Buy-backs
The Group’s policy is to purchase 
shares in the market from time to 
time to satisfy the future exercise of 
options granted under incentive plans 
and other share schemes. During 
FY18 no shares were purchased 
(FY17: 500,000). At the year-end, 
914,635 shares were held in treasury 
(FY17: 1,150,642), equivalent to 
approximately 37% of options 
outstanding. 

Tax Policy
The Group maintains a straightforward 
and transparent tax policy. The aim is to 
comply with all relevant tax legislation 
and pay all taxes due, in full and on 
time. While actively managing its tax 
affairs, the Group will only engage in 
tax planning where this is aligned with 
commercial and economic activity 
and does not lead to an abusive 
result. We would normally expect our 

corporation tax charge to be higher 
than the statutory tax rate, as noted 
above. HMRC has recently reconfirmed 
the Group’s low-risk tax status. Further 
details of the Group’s tax policy are 
available on our website, https://
corporate.dunelm.com.

During the year, total tax contributions 
paid to HMRC in the form of 
corporation tax, property taxes, PAYE 
and NIC and VAT were £142.3m  
(FY17: £132.6m).

Treasury Management
The Group Board has established an 
overall Treasury Policy, day-to-day 
management of which is delegated to 
the Chief Financial Officer. The policy 
aims to ensure the following:

 z Effective management of all clearing 
bank operations

 z Access to appropriate levels of 
funding and liquidity

 z Effective monitoring and 
management of all banking 
covenants

 z Optimal investment of surplus cash 
within an approved risk/return profile

 z Appropriate management of foreign 
exchange exposures and cash flows

Key Performance Indicators
In addition to the traditional financial 
measures of sales and profits, the 
Directors review business performance 
each month using a range of other 
KPIs. These include measures shown on 
page 14.

David Stead 
Interim Chief Financial Officer

12 September 2018

“Dunelm continues to deliver strong 
cash returns from operations providing the 

opportunity to make investment decisions to 
deliver long term growth”
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Risks and 
Risk Management

We believe that risk is best managed by a combination  
of the following:

 z Formal risk management processes as described in  
this report

 z The Board and senior management leading by example

 z Alignment through promoting colleague shareholding  
in Dunelm

 z Embedding our culture and values

Given the size of our Board and the relative lack of complexity 
in our business, we do not have a separate Board Risk 
Committee; our Audit and Risk Committee oversees the risk 
management process as part of its activities.

Risk management framework
The Board confirms that:

 z There is an ongoing process for identifying, evaluating and 
managing the principal risks faced by the Group;

 z 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;

 z They are regularly reviewed by the Board; and

 z The systems accord with the guidance to Audit 
Committees issued by the Financial Reporting Council 
dated April 2016.

The table below sets out how responsibility for risk 
management is allocated and how that responsibility is 
discharged:

Board Audit and Risk 
Committee

Executive  
Board

Company 
Secretary

Collective responsibility for 
managing risk

Oversees risk management 
process

Reviews principal risks

Members have responsibility 
for managing risk within their 
area of accountability

Ensures that the above 
process is adhered to

 z Formal review of principal 
risks twice annually – one 
of which is in connection 
with consideration of the 
viability statement (see 
further below)

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

 z Monitors KPIs through 
Board reports

 z Assesses the coverage 
and adequacy of 
independent assurance

 z Ensures Executive 
Directors have line 
responsibility for 
managing specific risks

 z Receives report on risk 
management process 
twice annually

 z Conducts formal reviews 
of principal risks twice 
annually – one of which 
is in connection with 
consideration of the 
viability statement (see 
further below)

 z Allocates resources for 
independent assurance 
reviews of selected risks

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

 z Conducts formal reviews 
of principal risks twice 
annually

 z Reviews risk topics 
through regular 
timetabled presentations 
or papers

 z Monitors KPIs through 
Executive Board reports

 z Delegates line 
responsibility for 
managing risk within their 
area of accountability 
to individual Executive 
Board members and 
reviews these formally 
twice a year

 z Conducts individual risk 
reviews with Executives

 z Maintains the risk register

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

 z Ensures that principal 
risk topics are scheduled 
for regular review by the 
Executive Board and the 
Group Board

The Board as a whole takes responsibility for management 
of risk throughout the business. 
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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:

Board Audit and Risk 
Committee

Executive  
Board

Internal Audit 
Programme

Operational  
Audit Team

 z Collective 
responsibility for 
internal control

 z Formal list of 
matters reserved 
for decision by the 
Board

 z Control framework 
setting out 
responsibilities

 z Approval of key 
policies and 
procedures

 z Monitors 
performance

 z Oversees 
effectiveness of 
internal control 
process

 z Receives reports 
from external 
auditor

 z Approves 
independent 
assurance 
programme

 z Receives reports 
generated through 
the internal audit 
programme

 z Responsible 
for operating 
within the control 
framework 

 z Reviews and 
monitors 
compliance with 
policies and 
procedures

 z Recommends 
changes to 
controls/policies 
where needed

 z Monitors 
performance

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

 z Reviews 
compliance with 
certain key internal 
procedures in 
stores and at other 
locations

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. For further details please see the Audit 
and Risk Committee report.

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.

Although no significant control weaknesses have been 
identified as a result of the review, the Board agreed that the 
Audit and Risk Committee would continue to look at how it 
obtains assurance regarding the adequacy and  
operation of internal controls and to identify whether  
any further independent assurance is needed. Further 
progress was made in the year and we will continue to 
review this in conjunction with the development of our 
internal audit function. 

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:

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

 z 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

 z The full year financial statements are subject to external 
audit and the half year financial statements are reviewed by 
the external auditor
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Trend direction:

Link to business goals:

INCREASING UNCHANGED DECREASING

CREATE NEW REASONS  
FOR CUSTOMERS TO  
SHOP WITH DUNELM 

REACHING MORE 
CUSTOMERS WITH  
OUR BRAND

EASY AND INSPIRING  
MULTICHANNEL 
SHOPPING FOR OUR 
CUSTOMERS 

SIMPLE AND LOW  
COST – GOOD 
HOUSEKEEPERS

A GREAT PLACE  
TO WORK FOR 
COLLEAGUES

4 5

Read more on our Business Goals on page 13

Principal Risks 
and Uncertainties

In February 2017, the Board decided that “Failure to integrate the Worldstores business successfully” was an additional 
principal risk which should be added to the register. As the integration is now largely complete this has been revised to cover 
“Failure to deliver maximum value from our online business”.

We have also included this year a separate section on “Brexit” to highlight the risks and mitigating actions. Last year we 
included these in the “competition, markets and customers” section, the “business efficiency” section, and the “finance and 
treasury” sections.

RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

Competition,  
market and 
customers 

Failure to respond to changing 
consumer needs, particularly the 
shift towards online sales, and to 
maintain a competitive offer in the 
Homewares market on multiple 
fronts (price, range, quality and 
service) could materially impact 
profitability and limit opportunities 
for growth.

A downturn in consumer spending 
will impact sales and productivity.

 z Focus on “customer” rather 
than channel to align strategy 
and operational focus to 
customer demand

 z Customer insight research 
gauges relative customer 
perception and experience 

 z Focus on new product 
development, particularly own 
brand, in both in existing and 
new Homewares categories, to 
strengthen our offer

 z Comparative performance 
within the Homewares market 
tracked monthly across all 
main product categories

 z Investment in development of 
our website and store design 
and marketing designed to 
communicate our credentials 
on product, range, choice  
and value

Board oversight:
Reviewed annually in depth 
by the Board at its Strategy 
Day and through subsequent 
presentations.

Business plan review once  
per annum.

 Z Dunelm continues to lead the 
UK Homewares market with an 
increased estimated share of 
8.1 in 2018 (8.0% in 2017)

 Z Continued product innovation 
in existing categories and 
strengthened seasonal 
campaigns

 Z More customer-centric 
vision, strategy and KPIs 
developed and communicated 
throughout the business

 Z Optimal Store Format 
template(s) finalised. 
Refocused refit programme to 
make fewer changes to more 
stores

 Z Customer Host concept trialled 
and rolled out

 Z M2M production time 
decreased and work started 
on new manufacturing facility. 
M2M Blinds online launched

 Z Marketing to emphasise the 
value that we offer across all 
price points

 Z Launched Dunelm Extra with 
wider furniture catalogue and 
enhanced customer delivery 
proposition on dunelm.com 
launched next day and named 
day delivery service

Link to business goals:

1 2 3 4

Performance Indicator:
Market share

Executive responsibility: 
Customer Director 
Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:

1 2 3

The Board confirms that it has carried out a robust assessment of the 
principal risks facing the Group, including 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 below.

28 corporate.dunelm.com Stock code: DNLM                                           



RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

Failure to deliver 
maximum value from 
our online business

Failure to deliver maximum 
value from our online business 
will adversely impact Dunelm’s 
profitability and investment KPIs.

 z All activity under the Dunelm 
brand from Autumn 2018, and 
Digital Growth plan in place to 
focus on driving sales across 
the combined business

 z Formal projects in place 
to deliver remaining IT 
integration programme, 
monitored monthly by the 
Executive Board

Board oversight:
Chief Executive Officer provides a 
monthly progress update.

 Z Integration plan completed 
and cost savings delivered

 Z London office reduced in size 
and new cheaper premises 
secured

 Z Achica business divested and 
Kiddicare business redirected 
to Dunelm baby and kids offer

 Z Single digital P&L created; 
online offer to be integrated 
under Dunelm.com in FY19

Link to business goals:

1 2 3 4 5

Performance Indicator:
Web traffic growth

Executive responsibility: 
Chief Executive Officer

Impact compared to 
2016/17:

Brand damage Our customers expect us 
to deliver products that are 
safe, compliant with legal and 
regulatory requirements, and fit 
for purpose. 

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.

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

 z 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 technology 
team

 z Food hygiene is maintained 
through the adoption of 
clear operating guidelines 
contained in our food safety 
manual. Colleague certification 
is compulsory and risk 
assessments, equipment 
inspections and compliance 
audits are performed regularly 
to ensure standards are 
maintained

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

 z We conduct periodic audits 
on all suppliers of own brand 
products against our Code of 
Conduct

 z Selected non-stock suppliers 
are assessed against our 
modern slavery audit

Board oversight:
Ethical trading/modern slavery 
reviewed annually ‘in depth’ by 
the Board.

 Z Committed suppliers and 
overseas agents continue to 
work directly with factories to 
deliver more ‘green’ ratings 
against our Ethical Code of 
Conduct

 Z Factory profile questionnaire 
introduced, to obtain a more 
holistic assessment 

 Z Modern Slavery awareness 
programme continued. For 
further information please see 
the Sustainability Report

 Z Preferred materials and animal 
welfare policies updated 

 Z Plan to seek alternatives to 
plastic packaging developed

Link to business goals:

1 2 3

Performance Indicator:
Product recalls
Percentage of audits  
completed within policy

Executive responsibility: 
Product Director 

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:
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Read more on our Business Goals on page 13

Trend direction:

Link to business goals:

INCREASING UNCHANGED DECREASING

CREATE NEW REASONS  
FOR CUSTOMERS TO  
SHOP WITH DUNELM 

REACHING MORE 
CUSTOMERS WITH  
OUR BRAND

EASY AND INSPIRING  
MULTICHANNEL 
SHOPPING FOR OUR 
CUSTOMERS 

SIMPLE AND LOW  
COST – GOOD 
HOUSEKEEPERS

A GREAT PLACE  
TO WORK FOR 
COLLEAGUES

4 51 2 3

Principal Risks and Uncertainties
CONTINUED

RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

Portfolio expansion Availability of vacant or new 
retail space in the right location 
is essential to deliver our 
strategy to expand our national 
coverage through growth in 
our store portfolio. Inability to 
secure or develop the required 
retail trading space will limit our 
pace of expansion or force us to 
compromise our offer.

 z Our property team actively 
monitors availability of retail 
space with the support of 
professional advisers

 z Financial modelling helps us 
assess the viability of potential 
sites

 z The Group’s strong cash 
generation and funding 
headroom provide an 
attractive covenant to 
landlords and the ability 
to acquire freehold units if 
appropriate

Board oversight:
Property strategy reviewed 
annually by the Board.

 Z We have opened ten new 
stores in the year

 Z We are currently planning 
to open two stores (both 
relocations) in 2018/19

 Z The roll out of tablet based 
selling and our “Customer 
Host” initiative will give 
customers easier access 
to the whole of our online 
range – enhancing their 
multichannel experience, 
exploiting our advantage over 
pure play online retailers, 
and underpinning our digital 
growth

Link to business goals:

2 3 4

Performance Indicator:
Number of new store 
openings and pipeline

Executive responsibility: 
Property Director 

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:

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

Maintaining the culture of our 
business, embodied in our ‘ 
business principles’ is essential to 
deliver our strategy and ensure 
the long term sustainability of our 
business.

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

 z Succession plans and annual 
appraisals are in place across 
the Group

 z High calibre individuals are 
retained and developed 
through sponsored 
talent management and 
development

 z ‘Business principles’ in place 
to describe our values and 
business culture

 z The Group’s remuneration 
policy detailed on pages 72 
to 76 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

Board oversight:
People plan and culture reviewed 
at least annually by the Board.

 Z New Chief Executive Officer 
and Chief Financial Officer 
appointed

 Z Purpose and Business goals 
relaunched across the business

 Z New “housewarming” 
induction adopted for non-
store colleagues and store 
management

 Z “Always on” colleague 
feedback mechanism 
implemented

 Z Board discussion of culture 
and culture KPIs formally 
reviewed 

 Z Over 71% of store managers 
now recruited internally

Link to business goals:

5

Performance Indicators:
Colleague engagement

Executive responsibility: 
People Director 

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:
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RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

Regulatory, 
environment and 
compliance

Fines, damages claims and 
reputational damage could arise 
if we fail to comply with legislative 
or regulatory requirements 
including consumer law, Health 
and Safety, employment law, 
GDPR and data protection, Bribery 
Act, competition law and the 
environment.

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

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

 z Dedicated Group Health and 
Safety function to oversee this 
aspect of compliance

 z 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

 z We have a whistle blowing 
procedure and helpline which 
enables colleagues to raise 
concerns in confidence

Board oversight:
Monthly Board report on Health 
and Safety.

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

Non-compliances reported by the 
Company Secretary by exception.

 Z New policies and processes 
implemented to comply with 
the General Data Protection 
Regulation, including training 
for all colleagues

 Z Health and safety focus on 
contractor management, safety 
during store refits and store 

fixtures and fittings

 Z Review of safety of our third 
party logistics partners and 
improved safety in the Dunelm 
Home Delivery Network

 Z Policies and standard 
conditions amended to 
address the corporate offence 
of failure to prevent tax evasion

 Z Independent third party 
whistleblowing hotline 
introduced

Link to business goals:

1 2 3 4

Performance Indicator:
Prosecution and other 
regulatory action

Executive responsibility: 
Company Secretary

Reports to: 
Chief Financial Officer

Impact compared to 
2016/17:

Brexit Britain’s exit from the European 
Union could lead to the following:

Fall in the value of sterling against 
the US$, resulting in an increase 
in the cost of goods purchased 
for resale.

Disruption or congestion at ports 
causes delays in product supply 
chain.

Labour shortages affecting drivers 
/ warehouse labour of Dunelm or 
third party logistics providers.

Supplier failure / fall in service as a 
result of the above.

 z High level Brexit risk 
assessment completed to 
identify potential areas of risk

 z Desktop review completed to 
understand the operational 
risks from a supply chain 
perspective, and a number of 
mitigating actions identified

 z Continue to reduce use of 
agency labour in the Dunelm 
Home Delivery Network and 
in Dunelm DCs, and logistics 
partners encouraged to do 
likewise

Board oversight:
Twice yearly review of  
Principal Risks.

More frequent reviews in FY19 as 
appropriate.

 Z Political situation to be 
monitored during FY19 to 
assess the likely impact, and 
the need to take mitigating 
actions

 Z A number of further actions 
planned to assess likely impact 
on supply chain

 Z Increased the percentage of 
anticipated FY19 purchases 
which have foreign currency 
hedging in place

Link to business goals:

3 4 5

Performance Indicator:
Sales and profit

Executive responsibility: 
Chief Executive Officer

Impact compared to 
2016/17:
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Principal Risks and Uncertainties
CONTINUED

RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

IT systems, data and 
cyber security

Dunelm is dependent on the 
continued availability, integrity 
and capability of key information 
systems and technology. A major 
incident (including a cyber-attack), 
sustained performance problems 
or failure to keep technology up to 
date could constitute a significant 
threat to the business, at least in 
the short term.

The risk of loss of data including 
customer data could have a 
significant adverse reputational 
impact.

 z Business critical systems are 
based on established, industry 
leading package solutions, or 
are established systems which 
have been developed in-house 
with full support in place

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

 z We have a disaster recovery 
strategy designed to ensure 
continuity of trade

 z Authorisation controls and 
access to sensitive transactions 
are kept under constant review

 z Information Security Steering 
Group in place to oversee the 
Group’s approach to IT security 
and data protection

Board oversight:
Cyber security is a standard 
agenda item for the Audit and Risk 
Committee.

IT strategy reviewed annually by 
the Board.

Major security incidents reported 
by the Company Secretary.

 Z Continued investment is being 
made in the capability of our 
IT function and in maintaining 
and upgrading business 
critical systems

 Z We have adopted the 
Government’s ‘10 steps to 
cyber security’ as a template to 
assess our position; progress 
has been made against all 
measures during the year

 Z Data security and integrity 
assessed and a number of 
improvements made as part 
of the plan to implement 
the General Data Protection 
Regulation, and further 
planned

Link to business goals:

1 2 3 4

Performance Indicator:
Number of major incidents

Executive responsibility: 
Chief Information Officer 

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:

Supply chain 
disruption

Supply chain disruption could 
disrupt stock flows from DCs to 
stores and customers’ homes, 
leading to an impact on trading or 
cost / efficiency implications.

Loss of the store support centre, 
the manufacturing centres, or our 
contact centre could impact our 
ability to trade and divert focus 
from long term strategy and 
planning.

 z Supply chain strategy in place 
to ensure capacity is in line 
with five year plan

 z Disaster recovery plans in 
place for Dunelm non-store 
facilities 

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

Board oversight:
Disaster recovery is a standard 
Audit and Risk Committee  
agenda item.

 Z Stock management 
programme initiated to review 
process and compliance 
across the whole UK supply 
chain

 Z Warehousing activity 
consolidated at Stoke DC 1 
and 2 to improve efficiency 
and customer experience and 
reduce cost 

 Z Agreements with two man 
delivery partner extended to 
secure service continuity and 
provide flexibility / fallback 

 Z More focus on partnerships 
with committed suppliers

 Z Consolidation of former 
Worldstores supply base to 
improve customer experience

Link to business goals:

1 2 3 4

Performance Indicator:
Service levels in respect of 
store fulfilment

Business Plan link: 
Supply chain

Executive responsibility: 
Supply Chain Director

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:
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Trend direction:

Link to business goals:

INCREASING UNCHANGED DECREASING

CREATE NEW REASONS  
FOR CUSTOMERS TO  
SHOP WITH DUNELM 

REACHING MORE 
CUSTOMERS WITH  
OUR BRAND

EASY AND INSPIRING  
MULTICHANNEL 
SHOPPING FOR OUR 
CUSTOMERS 

SIMPLE AND LOW  
COST – GOOD 
HOUSEKEEPERS

A GREAT PLACE  
TO WORK FOR 
COLLEAGUES

4 51 2 3

RISK DESCRIPTION HOW WE MITIGATE PROGRESS IN 2017/18

Business efficiency Failure to operate the business 
in an efficient manner leads to 
additional cost and operating 
margin pressure, and could 
constrain our profitability and our 
ability to compete and grow the 
business in line with our strategy.

Failure to anticipate or manage 
cost price volatility in key areas 
such as freight, raw materials, 
energy and exchange rates may 
lead to increased cost, margin 
pressure and lower profitability.

 z Costs are managed by 
the Board and Executive 
Board through the budget 
and forecasting process 
and monthly management 
accounts reviews

 z 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

 z Major non-stock purchase 
contracts regularly tendered

Board oversight:
Board receives monthly 
management accounts.

Five year plan and Budget 
reviewed by the Board at  
least annually.

 Z Non-stock procurement 
team upskilled and targeted 
to deliver significant cost 
reductions

 Z Further work to improve store 
productivity by automation 
and removal of unnecessary 
task, and improved stock 
management

 Z Standard new store format 
adopted to reduce cost

 Z Efficiency savings delivered 
through completion of the 

Worldstores integration plan 

Link to business goals:

1 2 3 4

Performance Indicator:
EBITDA %

Executive responsibility: 
Chief Financial Officer, 

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17:

Finance and treasury Lack of access to appropriate 
levels of cash resources or 
exposure to significant variations 
in interest rates or exchange rates 
could have an impact on the 
Group’s operations and growth 
plans.

 z The Group has a £165m, five-
year revolving credit facility in 
place until March 2023

 z Further, uncommitted 
borrowing facilities have been 
agreed for possible short term 
working capital requirements

 z Dunelm works with a syndicate 
of long term, committed 
partner banks

 z A Group Treasury Policy is in 
place to govern levels of debt, 
cash management strategies 
and to control foreign 
exchange exposures.

 z 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.

 Z Revolving credit facility 
extended from 2020 to 2023 
and increased by £15m

 Z Net Debt at the end of the year 
was £124m (0.89× EBITDA 
before exceptional items) 
(FY17: £122.1m). Since our 
debt is higher than in recent 
years we are managing our 
cash more closely

 Z Foreign currency hedges are in 
place covering approximately 
76% of expected purchases 
in FY19

Link to business goals:

4

Performance Indicator:
Operating cash conversion, 
Banking covenant compliance

Executive responsibility: 
Chief Financial Officer

Reports to: 
Chief Executive Officer

Impact compared to 
2016/17: 
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Principal Risks and Uncertainties
CONTINUED

Going concern
The Group has considerable financial 
resources together with long-
standing relationships with a number 
of key suppliers and an established 
reputation in the retail sector across 
the UK. In their consideration of 
going concern, the Directors have 
reviewed the Group’s future cash 
forecasts and profit projections, which 
are based on market data and past 
experience. The Directors are of the 
opinion that the Group’s forecasts and 
projections, which take into account 
reasonably possible changes in trading 
performance, show that the Group 
is able to operate within its current 
facilities and comply with its banking 
covenants for the foreseeable future. 

As a consequence, the Directors 
believe that the Group is well placed to 
manage its business risks successfully. 
Having reassessed the principal risks, 
the Directors consider it appropriate 
to adopt the going concern basis of 
accounting in preparing the financial 
information. Further information 
regarding the Group’s business 
activities, together with the factors 
likely to affect its future development, 
performance and position is set out in 
the Strategic Report on pages 8 to 21. 
The financial position of the Group, 
its cash flows, liquidity position and 
borrowing facilities are described in the 
Financial Review on pages 22 to 25. In 
addition, note 18 to the annual report 
and financial statements includes 
the Group’s objectives, policies and 
processes for managing its capital, its 
financial risk management objectives, 
and its exposures to credit risk and 
liquidity risk.

Viability statement
In accordance with provision C.2.2 
of the 2016 Corporate Governance 
Code, in addition to the going concern 
statement, the Directors have also 
assessed the prospects of the Group 
over a longer period. 

The Directors confirm that the Group 
has considerable financial strength, 
and therefore they have a reasonable 
expectation that the Group will continue 
in operation and meet its liabilities as 
they fall due for the next five years, 
ending June 2023. 

A period of five years has been chosen 
as this is the time frame currently 
adopted by the Board as its strategic 
and financial planning horizon, and the 
business is largely dependent on UK 
consumer confidence and discretionary 
spending which is difficult to project 
beyond this period. 

The five year plan considers the Group’s 
earnings growth potential, its cash flows, 
financing options and key financial 
ratios, taking into account the economic 
outlook and principal risks and 
mitigating factors affecting the Group.

This assessment of viability has been 
made with reference to the Group’s 
current position and future prospects, 
its strategy, the market outlook and 
its principal risks and the mitigation 
in place to manage them. These 
were reviewed by the Directors at 
the September 2018 Board meeting 
alongside the latest five year plan, which 
took into account amongst other things 
the latest market outlook. 

The Board considers that the 
uncertainties around the UK’s exit from 
the European Union give rise to the 
most significant risks in the near future. 
Consumer confidence may decline, a 
fall in the value of sterling against the 
US dollar could result in increases to the 
cost base and disruption at ports could 
impact the supply chain. Price increases 
would partially alleviate the cost 
pressure but could be offset by declines 
in volume. It therefore considers that the 
likely impact of any of the principal risks 
materialising would be a reduction in 
the level of sales growth and possibly a 
weakening in gross margin. 

As a result, sensitivities against the 
five-year plan have been reviewed by 
the Audit and Risk Committee and the 
Board as part of the assessment made 
to support this statement, together with 
the actions which could be taken to 
mitigate these. Account was also taken 
of the Group’s strong balance sheet and 
relatively low level of debt. 

In the scenarios reviewed by the Board, 
the likely impact could be absorbed 
over the term of the financial forecasts 
by making adjustments to its operating 
plans within the normal course of 
business (without impacting its external 
financing or capital and dividend 
policy).
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Sustainability
HOW WE OPERATE

Our business principles provide a guide to how the Group, 
the Board and all of our colleagues should behave towards 
our customers, other colleagues, our suppliers and our local, 
national and international community. They are set out in 
our “little book of house rules” which all of our colleagues 
receive on induction, and all colleagues are appraised against 
them. We also use our business principles in our colleague 
communications.

As well as forming part of our business principles, the 
individual topics which we report against below form part of 
the role accountabilities of our Executive Board members and 
are regular agenda items for the Board and Executive Board. 

The chart below details how our sustainability activities are 
embedded in our business. 

Be 
committed 

CUSTOMER 
FOCUS

MOTIVATE  
OUR TEAMS

DEVELOP  
OUR PEOPLE

Do things
our own

way

BE THE 
UNDERDOG

LONG TERM 
DECISIONS

Keep it
simple

WASTE 

ENVIRONMENT

KEEP OUR  
COST 

STRUCTURE 
LEAN

Sell more

MERCHANDISE

SUPPLIER 
RELATIONSHIPS

KEEP LISTENING 
AND LOOKING

Our business principles

 z Overall responsibility for our sustainability

 z Oversight of the business principles 

 z Approves policies

 z Executive members have line responsibility for 
managing specific topics 

 z Monitors progress through KPIs and Board reports

 z Annual presentations on people, Health and Safety 
and ethical sourcing

 z Appraised by reference to our business principles

 z Provide feedback of customer and colleague 
suggestions via our engagement survey, Yammer 
and colleague council

 z Role models for the business principles

 z Members have line responsibility for managing 
specific topics

 z Approves policies prior to submission to Board

 z Regular Executive Board meeting agenda items

 z Monitors progress through KPIs, Board reports and 
customer and colleague feedback

Customers: through customer care, online surveys and 
social media 

Colleagues: weekly email from the CEO, in-house 
magazine, Colleagues’ Council, Yammer (in-house 
communication tool), instant communication from stores, 
and “always on” engagement survey

Suppliers: annual conference and meetings throughout 
the year

Others: social media, corporate website 

Board

Colleagues

Executive Board

How we engage
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Our Policies
We will always look out for ways to make 
homes (and shopping for them) better for 
our customers. We offer:

 z Well designed, brilliant quality,  
own label products at the best 
possible prices

 z The widest possible range of products, 
offering choice, newness, seasonality 
and desirable brands

 z Easy access to our products, however 
customers choose to shop (in-store, 
home delivery, delivery to store)

 z Stores which are worth visiting – 
inspiring, conveniently located, safe 
and accessible

 z Websites that are inspiring and easy to 
navigate, with convenient delivery and 
collection options

 z Friendly and knowledgeable 
colleagues, in-store, in our contact 
centre and delivering our products

 z Products which meet our customers’ 
expectations for safety and ethical and 
sustainable sourcing

 z Marketing which is always fair and 
truthful, and responsible use of our 
customers’ personal data

Measuring our impact
 z Customer satisfaction: 0.7% 

improvement over the previous  
12 months

Awards 
 z House Beautiful – Gold Awards - 

Favourite Home Retailer of the Year and 
Favourite Online Retailer of the Year

 z Your Home Awards – Best Home 
Retailer, Best Soft Furnishing Retailer

What’s next for 2018/19 
 z We will continue to develop our store 

formats to make them more attractive 
and inspiring for our customers

 z We will consolidate all of our activities 
under the “Dunelm” brand, reach more 
people with our brand, and focus on 
delivering our brand “purpose”

 z We will continue to improve our 
product range, design and value

 z We will provide more convenient 
delivery options for customers who 
order from us online

 z Delivery of our new web platform will 
enable us to continually develop and 
improve customer experience 

Our purpose is to help everyone create a home they love.  
We welcome all customers, whatever their age, taste or budget, 
and offer them the widest range of products for their homes, 
whenever and however they want to shop. 

Customers
UNDERSTANDING HOMEMAKERS

EXECUTIVE RESPONSIBILITY: 
Chief Customer and Digital Officer

LINK TO BUSINESS GOALS:

1 2 3

LINK TO BUSINESS PRINCIPLES:

Sell
more

Be
committed

LINK TO PRINCIPAL RISKS:
Competition, markets and customers

 z We opened ten new stores (one of 
which was a relocation) and completed 
six refits in our latest format

 z We offered our biggest ever Christmas 
range of homewares and gifting  
and we improved product availability 
for customers

 z We equipped our store colleagues with 
chip and pin enabled tablets, making 
our entire online portfolio accessible 
for ordering in-store for home delivery

 z Our online offer of Made to Measure 
curtains and blinds was expanded and 
lead times reduced

 z We opened a new mock shop and 
photo studio to improve the quality 
of our photography and instore 
merchandising 

2017/18 achievements
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Our Policies
Deliver the basics – provide fair 
employment to all colleagues, regardless 
of disability, race, religion or belief, sex, 
sexual orientation, gender reassignment, 
marital status or age.

At the end of June 2018, the breakdown of 
male and female colleagues was as follows:

Male Female
%  

Female

Group Board 6 3 33%

Executive Board 5 4 44%

Dunelm 
Leadership 
Team (including 
Executive Board 
members) 24 12  33%

All other 
colleagues 3,015 6,319 68%

Laura Carr joins as Chief Financial Officer 
during FY19, and from that date the 
percentage of female members of our 
Group Board and Executive Board will 
change to 37% and 50% respectively.

Invest in our home-grown talent – 
“develop our people” is one of our 
business principles – providing training 
and development opportunities helps us 
retain talent in the business.

We held career days for the first time this 
year across the entire business, showing 
colleagues the various career paths open 
to them within Dunelm. 

Living our business principles – all new 
colleagues receive our “Little Book of 
House Rules” explaining our principles, 
which are used in recruitment and 
appraisals, and embedded into our 
colleague communications.

Some of the ways we bring our business 
principles to life include:

 z “Housewarming” induction for new 
starters, to introduce them to us, our 
products and our way of doing things

 z Communication through regular 
“huddles” (informal team briefings); 
a weekly topical email; our quarterly 
Gazette, In touch, and Yammer intranet 
communications and an annual strategy 
communication event

 z Regular colleague council meetings 
attended by senior management, 
enabling colleagues to raise and 
discuss issues; the outcome is fed back 
to the Executive Board 

 z Our “always on” colleague feedback 
mechanism allows us to act on issues 
quickly. A number of key concerns 
affecting colleagues have been 
identified and addressed this year

Copies of our policies are available at 
corporate.dunelm.com.

Measuring our impact
 z Colleague NPS: 30%

What’s next for 2018/19 
 z Galvanise the business behind our 

purpose – to “help everyone create a 
home they love”, and our supporting 
business goals

 z Launch a new Careers website to create 
great candidate experience

 z Launch a project called “everyone’s 
welcome” to promote diversity, 
regardless of disability, race, religion or 
belief, sex, sexual orientation, gender 
reassignment, marital status or age, 
background or circumstances

 z Create ‘Super Fans’ in our colleague 
population who can act as business 
ambassadors, including online and on 
social media

 z Invite members of our National 
Colleague Council to a discussion with 
the Group Board

People
THE DUNELM FAMILY

 z Continued to work at aligning our 
employment proposition consistently 
across all of our sites and businesses

 z Held a Company-wide engagement 
survey (in addition to the “always on” 
survey), using this to better inform the 
way we communicate and engage 
colleagues throughout their career. 
We saw engagement increase by  
over 30% between July 2017 and  
May 2018

 z Launched a voluntary benefits portal 
called ‘Home Comforts’ that all 
colleagues can access. This portal is 

used for communication as well as 
benefits. We have a 90% take up rate 
across the business

 z Reviewed all of our policies and 
processes to improve how we 
safeguard the personal data of  
our colleagues 

 z Appointed Marion Sears as our 
“Designated Non-Executive Director” 
for employee engagement – Marion 
will attend two National Colleague 
Council meetings each year and feed 
back to the Group Board

2017/18 achievements

We believe that a great place to work is a great place to shop.  
We can only deliver great products and services to our customers 
through the hard work and commitment of our colleagues.

We employ over 9,000 colleagues across our business; in stores, our 
distribution and manufacturing operations, our contact centre in 
Radcliffe, and our support centres in Leicester and London. 

EXECUTIVE RESPONSIBILITY: 
People Director

LINK TO BUSINESS GOALS:

2 4 5

LINK TO BUSINESS PRINCIPLES:

Sell
more

Be
committed

Do things 
our own 

way

Keep it
simple

LINK TO PRINCIPAL RISKS:
People and culture
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Our Policies
The Board is responsible for the creation 
and implementation of our Health and 
Safety policy and procedures, which 
include an effective system of ‘upward’ and 
‘downward’ communication, appropriate 
standards for monitoring performance 
and ensuring that sufficient resources are 
available to support this activity. A copy of 
our full policy is at corporate.dunelm.com.

Health and Safety is a standard agenda 
item at every Board and Executive Board 
meeting and each of these receive a 
monthly report and a formal annual 
presentation from the Group’s Health 
and Safety Manager with accident/risk 
analysis, review of previous objectives 
and agreement of new objectives for the 
next year.

In our stores, each store manager 
is responsible for ensuring the 
implementation of Health and Safety 
policy and procedures in his or her store, 
supported by the area manager and the 
Group Health and Safety Manager. At 
our Stoke distribution centres we have a 
dedicated Health and Safety Manager. Risk 
assessments are in place at all Company 
sites and updated as required.

We have an in-house Health and Safety 
audit, which monitors compliance to 
policy and procedures and is reviewed 
annually to ensure that it meets best 
practice industry standards and to 
address any specific risks identified. Our 
stores and distribution centres complete 
an online self-audit monthly and area 
managers audit each of their stores at 
least once a year. This is backed up by 
our in-house operational audit team and 
followed up by the Health and Safety 
Manager. Regular review meetings are 
held between the Group’s Health and 
Safety Manager and senior management 
from operational functions. 

We have a proactive approach to safety, 
and colleagues are encouraged to report 
all potential hazards and risks. We have 
an ongoing programme of education and 
training, including DVDs and interactive 
computer based learning, and we ensure 
colleague involvement through the 
Colleague Council.

Measuring our impact
 z Number of reportable accidents under 

the Reporting of Injuries, Diseases and 
Dangerous Occurrences Regulations 
2013 (RIDDORs) flat year on year, 
despite ten new store openings 

 z Accident / footfall rate reduced to 2.8% 
from 3.2% in FY17

 z Total accidents reduced by 5% 
compared to FY17

What’s next for 2018/19
 z Complete programme to remove 

forklift trucks from 67 more stores

 z Continued focus on safety at our DCs, 
home delivery fleet safety and through 
the construction and commissioning of 
our new manufacturing centre

 z Continue to build competency through 
education and training

 z Update Colleague Drivers’ policies and 
implement a new third party licence 
checking service to monitor / check 
driver and car details

 z Implement Drug and Alcohol testing 
post-accident across our fleet and 
distribution centres

 z Strengthen governance through 
creation of functional steering groups 
to drive health and safety actions

We want to ensure the safety and well-being of our customers, 
our colleagues and all our visitors. We have a Group Health and 
Safety Manager who ensures that the appropriate policies and 
procedures are in place, and regularly reports to the Group 
Board and the Executive Board. 

Health and Safety
KEEPING OUR HOUSE IN ORDER

EXECUTIVE RESPONSIBILITY: 
Company Secretary

LINK TO BUSINESS GOALS:

4 51

LINK TO BUSINESS PRINCIPLES:

Sell
more

Be
committed

Keep it
simple

LINK TO PRINCIPAL RISKS:
Regulatory, environment and  
compliance, people and culture

 z Review of store fixtures and fittings in 
both established and new formats to 
ensure that they are safe

 z Launched ‘’Clean As You Go’’ policy 
in all stores to help mitigate the risk of 
trips, slips and falls

 z Supported and strengthened health 
and safety procedures within the 
Dunelm Home Delivery Network, 
including fleet safety and four 
distribution centres 

 z Launched a half day Health and Safety 
training course for new managers and 
store premises key holders

 z Continued to provide Health and 
Safety training and development to 
senior management throughout the 
business

 z A new trailer fleet for Stoke DC was 
operational in January 2018, which 
allowed forklift trucks to be removed 
from 42 stores

2017/18 achievements
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Our Policies
Fair and consistent – One of our business 
principles is to deal with suppliers in an 
open and honest way. We require all 
of our suppliers to sign our standard 
terms and conditions in advance of 
commencing trade, and we have signed 
up to the Prompt Payment Code. The 
number of days’ purchases outstanding 
for payment at 30 June 2018 was 31 days 
(2017: 38 days).

Human rights – Effective management 
of human rights throughout our supply 
chain is built into our product procurement 
procedures. Suppliers of our own 
branded products are asked to sign our 
Code of Conduct, based on the Ethical 
Trading Initiative (‘ETI’) base code, with 
a strengthened section on slavery. This 
requires that suppliers provide a clean 
and safe work environment, workers 
must be treated with respect and earn a 
reasonable wage, and relevant local laws 
and regulations must be met. Our policy is 
available at corporate.dunelm.com. 

All suppliers of Dunelm branded 
products must have a satisfactory audit 
in place which is no more than two years 
old, and a valid building and fire safety 
certificate. During 2017/18 we rolled 
this requirement out to the suppliers of 
our Worldstores, Kiddicare and Achica 
branded products. Supplier branded 
products are not subject to audits but 
suppliers sign our Code of Conduct (or 
equivalent) and an assessment is made of 
their standards and capability.

Our in-house technology team has 
extensive experience of working with 
factories to improve quality and ethical 
standards. Our Far East sourcing partners 
monitor standards and work to improve 
them on our behalf. Where non-
compliance is discovered we work with a 
supplier to help them achieve compliance, 
usually within six months. Critical non-

conformances such as use of child labour, 
working against choice/slavery or absence 
of valid Building or Fire Certificates are 
escalated immediately, and supplies 
cease until the issue has been resolved. 
Ultimately, if progress is inadequate, we 
will cease to trade with the supplier.

Modern slavery – In 2016 we assessed 
our own facilities and supply base 
(products and services) for modern slavery 
risk and have required the major providers 
to sign our Code of Conduct. Our audits of 
suppliers of our Dunelm branded products 
also covers modern slavery. Our statement 
made pursuant to the Modern Slavery Act 
2015, which contains further information, is 
available at corporate.dunelm.com. 

Provenance – We are raising the 
provenance requirements for our 
products, with particular emphasis on 
timber sourcing, cotton, animal welfare 
and feathers and down. This is to ensure 
that we meet relevant regulatory, 
social, environmental and best practice 
requirements. Our policies in this area are 
available at corporate.dunelm.com. We are 
also reviewing our use of single use plastics 
in product packaging and in our Pausa 
coffee shops, and are looking for suitable 
alternatives which will allow us to remove 
them completely or move to a more 
environmentally friendly material.

Measuring our impact
 z Percentage of factory base for own 

brand products with audit no more 
than two years old: 82%

 z Percentage of green or amber 
audits: 80%

What’s next for 2018/19 
 z All UK manufacturers of own branded 

products to complete a comprehensive 
modern slavery risk assessment, with a 
FastForward audit for higher risk sites

 z Risk assessment of Pausa direct 
suppliers to be made, and programme 
of audits to be devised if required 

 z Implement “Preferred employment 
agency” list for all UK sites, and ensure 
appropriate contracts are in place to 
ensure that all regulatory matters are 
covered, including modern slavery risk

 z All Dorma branded textiles to be made 
from sustainable cotton (Jan 2019)

 z Supply chain for all Dunelm branded 
timber products to be verified 
independently, to ensure compliance 
with regulatory requirements as to legal 
and sustainable sourcing

We do not manufacture the vast majority of the products that 
we sell, so we need to maintain relationships with suppliers and 
manufacturers worldwide who can meet our high standards. 
They must demonstrate that they operate in accordance with 
recognised standards that uphold human rights and safety, 
prohibit modern slavery and promote sustainable sourcing.

Suppliers and 
Human Rights
UNDER ONE ROOF

EXECUTIVE RESPONSIBILITY: 
Product Director

LINK TO BUSINESS GOALS:

1 3 42

Link to business principles:

Sell
more

Be
committed

Do things 
our own 

way

Keep it
simple

LINK TO PRINCIPAL RISKS:
Brand damage; regulatory, 
environmental and compliance

 z Dunelm quality, ethical sourcing and 
audit standards were extended to all 
Worldstores, Kiddicare and Achica 
own branded products

 z Dunelm audits independently verified 
by third party (Bureau Veritas)

 z Started work to consolidate our supply 
base towards fewer, larger factories 
with better compliance

 z Training provided to all UK 
manufacturers of own brand products, 
to raise awareness of modern slavery 
and how to improve procedures to 
reduce the risk within the supplier’s 
supply chain

2017/18 achievements
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Our Policies
We are proud to support Home-Start UK 
as our “charity of the year”. Collections are 
made in-store, specific fundraising events 
are organised both by individuals and 
business areas and the Group makes its 
own donations. Each store has a ‘Charity 
Champion’ and amounts raised by store 
are reported monthly, with the top  
three recognised in the Dunelm Gazette  
each quarter. 

We also support colleagues who are 
raising money for charities of their choice, 
by matching the sums raised by a donation 
it to Home-Start UK. All colleagues are 
entitled to, and are encouraged to take, 
an extra day’s paid leave to undertake 
charitable activities, either individually or 
as a team.

We donate funds raised from English and 
Scottish carrier bag sales to Home-Start 
UK, and from Welsh carrier bag sales to 
GroundWork, a charitable organisation 
which brings people and the environment 
together with practical local action to build 
stronger communities. They aim to create 
more green spaces, and get people back 
into work through creating green jobs.

Measuring our impact
 z The total value of charitable donations 

made by the Group in the period 
ended 30 June 2018 was £102,009 
(2017: £35,998)

 z Total funds raised for charity by the 
Group and colleagues were £490,717 
(2017: £365,774). Of this, £455,630 
was raised for Home-Start UK (2017: 
£340,776)

What’s next for 2018/19 
 z Our Charity Committee will focus 

on driving colleague and customer 
engagement with our charitable 
activities to ensure we are giving 
back as much as possible. We will be 
appointing a new Charity partner or 
partners as part of our usual two  
year rotation

 z We will increase our company  
matched funding

 z We will make it easier for colleagues  
to donate to charity through  
Payroll Giving

 z We continue to support local causes 
and communities where possible to 
ensure we help the local areas we 
serve around our entire estate

We aspire to be responsible members of our community, as this 
reflects our aim to always do the right thing; it also matters to 
our shareholders, customers and colleagues.

Community
CHARITY

EXECUTIVE RESPONSIBILITY: 
Chief Customer and Digital Officer

LINK TO BUSINESS GOALS:

1 42

LINK TO BUSINESS PRINCIPLES:

Sell
more

Be
committed

Do things 
our own 

way

LINK TO PRINCIPAL RISKS:
Competition, markets and customers; 
people and culture

 z We have relaunched our charitable 
initiatives with our colleagues, with a 
Charity Booklet containing details of 
activities which they can participate in 
and fundraising ideas

 z This is the second year of our 
partnership with Home-Start UK  
and support and donations  
continue to grow

 z We continue to support our colleagues 
in their charitable fundraising efforts 
by offering an annual day’s paid leave 
to support charitable activities

 z Colleagues have proactively organised 
larger events to support Home-Start 
including a golf day and charity ball, 
as well as smaller events in individual 
stores and offices

 z We continue to support local causes 
and communities where possible to 
ensure we help the local areas we 
serve around our entire store estate

2017/18 achievements
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Environment
GOOD NEIGHBOURS

EXECUTIVE RESPONSIBILITY: 
Chief Financial Officer

LINK TO BUSINESS GOALS:

1 3 42

LINK TO BUSINESS PRINCIPLES:

Sell
more

Be
committed

Do things 
our own 

way

Keep it
simple

LINK TO PRINCIPAL RISKS: 
Brand Damage, Regulatory environment 
and compliance

 z Introduction of Food Waste 
collections to over 140 stores across 
the country allowing reduction 
of waste to landfill volumes and 
generating energy from waste

 z All sites have been environmentally 
audited by our in-house audit team

 z Internal marketing campaigns 
completed to raise awareness

 z Landfill diversion rate has increased to 
95% from 92% last year

 z 12 show and tell waste audits 
including waste bin emptying have 
been completed throughout the 
store network, providing valuable 
education and awareness to 
colleagues and store managers

 z De-compostable take-away food 
and drink containers, and cutlery 
have been introduced in our Support 
Centres to reduce the impact on  
the environment

 z Held a World Environment Day event 
at our Leicester Support Centre to 
raise awareness amongst colleagues 
of how we can minimise our impact

 z Award finalist for recycling initiatives 
and progress at both the National 
Recycling Awards and the Recycling 
Excellence Awards in 2018

2017/18 achievements

At Dunelm we always try to do the right thing, and we  
are committed to minimising the impact of our business  
on the environment. 

Our Sustainability Committee is responsible for the 
development and implementation of environmental strategies 
to continually improve our recycling and waste management 
and reduce our energy consumption and carbon (CO2) 
emissions. We have an Environment & Sustainability Manager 
who leads and co-ordinates these efforts across our business.

Recycling & Waste 
Management
Our Policies
We aim for high levels of recycling across 
our business, and our Reduce, Reuse, and 
Recycle policy supports our approach. 
All stores have cardboard balers and 
colour-coded bins to segregate waste 
for recycling. Training programmes and 
communication to increase colleague 
awareness and compliance are 
undertaken frequently.

Our Distribution Centres in Stoke recover 
and process our product packaging from 
our DC and store operations (cardboard 
and polypropylene) ready for recycling. 

We have dry mixed recycling collections 
from our stores for paper, plastic bottles 
and cans which is then sorted and recycled 
offsite. We also recycle wooden pallets 
and metal fixtures. All electrical waste 
is recycled through a WEEE compliant 
scheme. Any remaining waste that is not 
sorted for recycling within the business 
is sent offsite for further sortation and 
wherever possible we aim to generate 
energy from waste.

In the first instance we will aim to sell “less 
than perfect stock” to our customers who 
are looking for a bargain. We also work 
with over 100 charity partners nationwide 
to donate homewares items that cannot be 
sold to customers. This helps us support 
our communities and minimise our 
environmental impact.

Measuring our Impact
Last year Dunelm recycled 75% (2017: 
79%) of waste. We increased our food 
waste collections, which is turned into 
energy, to over 100 tonnes in stores. Total 
company landfill diversion increased 
again to 95% (2017: 92%) and we have 
achieved 100% landfill diversion from our 
Distribution Centres in Stoke. 

Key policy objectives
 z Our approach to recycling and 

waste more generally is to adopt the 
following prioritisation: Reduce, Reuse, 
Rework, Recycle

 z To minimise general non-recyclable 
waste across the business and reduce 
use of landfill and other adverse 
environmental impacts

 z To be fully compliant with all relevant 
waste legislation

What’s next for 2018/19
 z Continue to improve recycling 

performance aiming towards 100% 
landfill diversion over the medium term

 z Introduce reusable cups and bottles for 
colleagues in our Support Centres, and 
promote them in-store for customers

 z Improve compliance in stores and 
in our Stoke distribution centres to 
improve our recycling rate

FY14FY13 FY15

78

FY16

78

FY17

79

FY18

75

8382

Waste recycled %
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 z We continued the LED programme and 
re-fitted 25 stores with LED lighting, as 
well as new store/ site installs taking 
the total number of our locations with 
LED lighting to 164 out of 184 sites

 z Our focus on energy consumption in 
stores continued and we appointed 
an energy manager to continually 
monitor performance and ensure that 
our building management systems are 
optimised. Due to the protracted cold 
winter, and the May/June heatwaves, 

we have incurred additional energy 
usage this year to heat/cool our stores 
appropriately for our colleagues and 
customers

 z We continue to monitor the 
performance of our stores and assess 
future investments. We introduced 
solar power to one new site in FY18 
and we completed maintenance work 
on our existing solar panels sites to 
ensure their performance is optimised

2017/18 achievements
Energy use
Our Policies
Our policy objective is to reduce energy 
usage year on year.

Dunelm manages energy usage and 
energy reduction initiatives on a site-
by-site basis. ‘Smart’ meters are fitted to 
electricity and gas supplies and energy 
consumption is measured frequently with 
analytics tools available to help identify 
issues and opportunities to reduce usage. 
Building Management Systems (“BMS”), 
designed to optimise energy use, are fitted 
as standard across our estate. 

Energy consumption is monitored by 
our Energy Manager in conjunction 
with a specialist energy partner. We 
target underperforming sites alongside 
the implementation of various energy 
reduction initiatives to maximise energy 
efficiency, while maintaining a comfortable 
trading environment for our customers 
and colleagues.

We have prioritised a programme to invest 
in full LED lighting at all sites. All new 
stores are 100% LED and in total we have 
retro-fitted 94 stores to this more efficient 
equipment. 164 sites (89% of the estate) 
now have LED lighting fitted.

FY15

(5.8)

FY16

(14.2)

FY17

(10.0)

FY18

5

FY14

1.1

FY13

1.2

Year on year reduction in 
energy usage %

What’s next for 2018/19 
 z Introduce systemised cut-offs for 

overrides of Building Management 
Systems to reduce accidental usage

 z Reduce like-for-like energy 
consumption by at least 5%

 z Increase weekly focus on energy 
consumption and challenge stores to 
reduce through cost targets

 z Assess investment potential for more 
solar powered sites, and voltage 
optimisation initiatives

 z Raise awareness of energy 
consumption across the business 
through internal communications

 z We have reduced CO2 emissions by 
15.7% year on year compared to 
revenue growth

 z We have trialled various electric and 
low emission vehicles to see if they are 
suitable for operational purposes, and 
are introducing them into our company 
car fleet

 z Our work to roll out more LED stores 
has helped reduce energy usage and 
lower emissions

2017/18 achievements

FY17

25.6

FY18

23.7

FY16

29.0

FY15

34.9
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39.9

Intensity Measure – tCO2e per 
£1m Group Revenue

Greenhouse Gas  
Emissions (CO2e)
Our Policies
Our policy objective is to reduce CO2 
emissions relative to turnover year on year.  

We invest in photovoltaic systems (solar 
power) wherever viable across our estate. 
We now have these in five of our stores 
(Leeds, Dunstable, Bristol, Cambridge 
and Darlington). These systems replace 
energy sourced through the national 
grid with local renewable energy. We 
continue to monitor performance of these 
installations to inform future investment 
decisions as we assess additional sites for 
solar power generation.

We continue to source electricity 
from ‘Green Energy’ supplies such as 
combined heat and power sources where 
CO2 emissions are 30% lower than the 
national average. 

Dunelm also works with specialist 
partners to consult on our energy buying 
strategy, investments in energy saving 
technology and to further focus on 
reducing our carbon emissions.

Our company car fleet is graded on 
emissions and we encourage the use 
of fuel efficient vehicles in all schemes. 
Average emissions in 2018 were  
110 CO2 g/km (2017: 108 CO2 g/km).

What’s next for 2018/19 
 z Continue to reduce CO2 emissions 

relative to turnover year on year

 z Introduce charging points for electric 
vehicles in our car parks at Support 
Centres and assess certain stores for 
suitability

 z Review and assess our company car 
fleet to introduce more zero and low 
emissions options to colleagues 

Measuring our impact
Carbon Dioxide Equivalent (“CO2e”) 
emissions data is reported using the GHG 
Protocol Corporate Standard (Scope 1 & 
Scope 2) and applies to our organisational 
boundary as defined by the ‘operational 
control’ approach.

The methodology used to calculate 
our emissions is based on the UK 
Government’s GHG Conversion Factors for 
Company Reporting 2013.

Dunelm uses ‘Tonnes of CO2e per £1m 
of turnover’ as its intensity measure, 
reflecting the link between growth, activity 
and performance.

Environment
 CONTINUED
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2017/18 achievements

Bribery, fraud 
and tax evasion
UPHOLDING OUR VALUES

Our Policies
Dunelm takes a zero tolerance approach to bribery, 
corruption, fraud and tax evasion.

The Group pays corporation tax on its operations in the 
United Kingdom and Jersey and does not operate in any tax 
havens, or use any tax avoidance schemes. 

Our Anti-Corruption and Anti-Bribery Policy and our Tax 
Strategy are available on our website https://corporate.
dunelm.com. 

The main areas of potential risk in Dunelm’s organisation are:

 z A colleague accepting a bribe or some other personal 
advantage in return for awarding a contract 

 z A supplier acting on Dunelm’s behalf offering or accepting 
a bribe or other personal advantage

 z A Dunelm colleague facilitating tax evasion by a third party, 
for example by making an “off book” payment to enable a 
third party to avoid tax

The procedures in place to ensure compliance with the 
Bribery Act 2011 and other relevant legislation are set  
out below:

 z Anti-corruption and anti-bribery policy implemented – 
which also covers fraud and tax evasion

 z Formal procedure implemented for signing off and 
logging gifts and hospitality accepted by colleagues

 z Executive Board members, Senior colleagues, all members 
of the commercial team and any individuals with authority 
to place significant contract orders have received anti-
bribery training and complete an annual refresher

 z All Senior colleagues sign a declaration of compliance and 
conflicts of interest statement annually

 z Standard terms and conditions for suppliers include a 
Bribery Act / tax evasion clause

 z Specific training has been carried out for suppliers and 
agents in high risk territories

 z All payments to third parties must be supported by a valid 
invoice and segregated duties are in place in the finance 
team; commercial checks made on all new suppliers; 
policy on engagement of contractors under review

 z Our Whistleblowing Policy refers specifically to the Bribery 
Act, fraud and tax evasion and an externally hosted 
independent helpline is in place

 z Standing agenda item for the Audit and Risk Committee

Measuring our impact
 z % of internal training completed – 100%

This report was reviewed and signed by 
order of the Board on 12th September 2018. 

Nick Wilkinson 
Chief Executive Officer
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