
Chris Kennedy
Chair, Audit Committee

Composition of the Committee
In accordance with the UK Corporate 
Governance Code 2018, the Board has 
confirmed that all members of the 
Committee are independent 
non-executive directors and have been 
appointed to the Committee based 
on their individual financial and 
commercial experience.

The Board has also confirmed that I, as 
Chair of the Committee, have recent and 
relevant financial experience through my 
current appointment as Chief Financial 
Officer of ITV plc and my previous 
appointments as Chief Financial Officer 
of Micro Focus International plc and 
ARM Holdings plc, together with my 
past role as Group Finance Director of 
easyJet plc.

As part of the Company’s governance 
processes, an internal evaluation of the 
Committee was undertaken this year. 
The results of the evaluation were 
positive. The evaluation concluded that 
the Committee is very effective, well 
chaired and is effective at managing the 
reporting environment and risk 
processes. The level of expertise on the 
Committee is good, with good 
discussion and debate. It was recognised 
that areas of focus for the Committee 
were to review the operation of the 
control and risk management 
framework, including the operational IT 
risks, consider the process for assessing 
the effectiveness of both internal and 
external audit, and to ensure Committee 
papers include executive summaries 
which set out focus areas. 

Role and responsibilities of 
the Committee
The Board has delegated specific 
responsibilities to the Committee in 
accordance with the Code. The key 
responsibilities of the Audit Committee 
are to:

• monitor and review the integrity of 
the Group’s half-year and full-year 
financial results, and the financial 
reporting process including 
consideration of these reports being 
fair, balanced and understandable;

• monitor the statutory audit of the 
parent company and consolidated 
financial statements;

• review the Group’s internal controls 
and risk management systems;

• review and monitor the independence 
and effectiveness of the external 
auditor, in particular, the provision of 
additional services;

• monitor and review the effectiveness 
of the Group’s internal audit function; 
and

• have primary responsibility for the 
recommendations to the Board in 
relation to the external auditor.

To aid its review, the Committee 
considers reports from the Group 
Financial Controller, the Head of Internal 
Audit also reports from the external 
auditor on the outcomes of its half-year 
review and annual audit. The Committee 
looks for constructive challenge from 
Deloitte as external auditor.

The Committee met four times in 
2022/23. Meetings were attended 
by members of the Committee 
and, by invitation, the Chairman 
of the Board, the Chief Executive, 
the Chief Financial Officer, the 
Head of Internal Audit, the Group 
Financial Controller and other 
relevant people from the business 
when appropriate.

The external auditor, Deloitte LLP, is 
also invited to meetings except where 
discussion includes matters relating to 
its own independence, performance, 
reappointment, fees or audit tendering.

Membership of the Audit Committee 
and meeting attendance

Name of director
Meetings attended 
and eligible to attend

Chris Kennedy 
(Chair) 4/4
David Atkins1 3/4
Horst Baier 4/4
Fumbi Chima 4/4
Frank Fiskers 4/4
Cilla Snowball2 0/0

1 The one Audit Committee meeting that David Atkins 
was unable to attend was due to a previously arranged 
personal commitment. 

2 Cilla Snowball was appointed to the Board on 
24 January 2023 and no meetings were held between 
that date and the end of 2022/23.
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Significant matters in the 
financial statements
The key areas of judgement and 
estimates considered by the Committee, 
in relation to the 2022/23 accounts and 
disclosed in Note 2 to the consolidated 
financial statements on pages 148 and 
149, were:

Adjusting items
The Committee challenged the 
appropriateness of the presentation of 
adjusting items, giving consideration to 
the nature and significance of each item 
classified as adjusting. The Committee 
concluded that the items met the criteria 
as defined by the accounting policy and 
that the policy had been applied 
consistently across years.

Defined benefit pension
The Committee reviewed, considered 
and exercised judgement on the 
assumptions used to calculate the fair 
value of pension scheme assets and 
present value of defined benefit 
obligations under IAS 19, to satisfy itself 
that appropriate consideration and 
balance had been given to all 
macroeconomic factors. The principal 
assumptions used and the sensitivities 
around them were considered and the 
consistency in approach from 2021/22 
to 2022/23 was assessed. 

Impairment testing – property, plant 
and equipment, goodwill and right-of-
use assets
The Group’s impairment reviews require 
significant judgement in estimating the 
recoverable amount of its cash 
generating units. An impairment review 
was undertaken at half year which 
resulted in the recognition of a net 
impairment reversal of £35.9m 
(impairment charge £10.6m and 
impairment reversal £46.5m) across UK 
and Ireland and no impairment or 
reversals being recognised in Germany. 
The reversal was driven by the recovery 
and strengthening of trading 
performance across the UK estate.

A further impairment review was 
undertaken at year end which resulted in 
the recognition of a net impairment 
charge of £35.2m (impairment charge 
£43.7m and impairment reversal £8.5m) 
across UK and Ireland and a charge of 
£30.8m being recognised in Germany. 
The increase in market interest rates has 
driven higher impairments in the UK and 
Germany, impacting UK standalone 
restaurants and those sites where F&B 
revenues represent a more significant 
portion of total sales and German sites 
where the pace of expansion and a 
number of portfolio acquisitions has led 
to a distribution of performance. 

The Committee reviewed the approach 
taken to the impairment review. The 
Committee challenged management’s 
approach, in particular the methodology 
used to estimate both value in use and 
fair value less costs of disposal for site 
level impairment reviews. The Committee 
also challenged the inputs used in 
management’s model, with a specific 
focus on discount rates and growth rates. 
The Committee was satisfied that the 
Group has appropriately performed the 
impairment reviews, accounted for the 
impairment and impairment reversals 
identified and that the related disclosures 
were appropriate.

Property transaction including sale and 
leaseback of land
The Committee reviewed and considered 
the judgement inherent within the 
property transaction to allocate the 
value between the sale and leaseback 
of land and the sale of a hotel under 
construction with reference to the 
appropriate accounting standards to 
determine the transfer of control for 
each part of the transaction.

Judgement was used to allocate the 
proceeds between the two distinct 
elements of this transaction, which 
was challenged by the Committee, 
concluding that the allocation and 
judgement made were appropriate.

Fair, balanced and 
understandable
In order to confirm to the Board that 
the Annual Report and Accounts, 
taken as whole is fair, balanced and 
understandable, there has been a 
thorough verification and approval 
process using the Committee’s 
knowledge of the Company, 
as outlined below:

• The Annual Report and Accounts is 
drafted by the appropriate senior 
management with overall coordination 
by the Secretariat team to ensure 
consistency.

• Comprehensive reviews of the drafts 
of the Annual Report and Accounts 
are undertaken by management, 
members of the Executive Committee 
and the Audit Committee Chairman.

• A final draft is reviewed by the Audit 
Committee prior to consideration by 
a committee of the Board.

• Formal approval of the Annual Report 
and Accounts is given by a Committee 
of the Board.

Going concern and viability
The Committee received regular updates 
on the steps taken by management to 
secure liquidity for the recovery period 
and beyond. The assessment of the 
Group to continue as a going concern is 
supported by the following:

• Cash and cash equivalents of £1.2bn at 
the balance sheet date.

• The Group maintains headroom to its 
current financial covenants in excess 
of £2.0 billion throughout the going 
concern period. 

• £1.0 billion of sterling bonds maturing 
outside of the going concern period, 
between October 2025 and May 2031, 
with no covenants.

In addition, the Committee has reviewed 
the Group’s assessment of viability over 
a period greater than 12 months. In 
assessing viability, the Committee has 
considered the Group’s position following 
the steps taken during the year as listed 
above and the three-year plan recently 
approved by the Board. The Committee 
considered the potential financial impact 
of the Group’s principal risks and 
uncertainties, including the impact of 
climate change and related legislation 
on the Group’s operations as well as all 
aspects of the Group’s capital 
allocation framework.

Internal control and risk 
management
The Audit Committee monitors the 
systems of risk management and internal 
control. In addition, the Committee 
completes an annual review of the 
effectiveness of these systems, assessing 
the risk management framework and 
policy, management’s risk assessment 
and review process, and the monitoring 
and reporting of risk. This review is 
completed in conjunction with an internal 
control effectiveness review from Internal 
Audit and Group Finance, and considers 
all material controls, including financial, 
operational and compliance controls. The 
system and processes were considered to 
be robust in the UK and maturing in our 
overseas businesses; where areas of 
improvement were noted as processes 
are being embedded.

During the year, the Committee 
dedicated time to the following matters:

• UK corporate reforms – the 
Government response was released 
to the BEIS white paper and the 
Committee was updated on these 
positions along with those from the 
FRC, whilst updating on Whitbread’s 
readiness for any potential 
new regulations.
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• TCFD – a detailed update on planning 
and progress for disclosure 
requirements was discussed, reflecting 
recommendations highlighted as part 
of our ongoing reviews.

• One important element of our fraud 
framework is our employee 
whistleblowing line, which was 
reviewed to assess the effectiveness of 
the system with a specific focus on 
transparency of reporting and 
follow-up of incidents.

• The provision of service auditor 
reports for our key service providers 
and the wider controls needed in 
these service areas.

• The impact of new business processes 
and the control enhancements needed 
to support these changes.

• An initial view on controls needed to 
support the change in hotel 
management system in 2023/24 and 
the process impact this will have. 

A robust assessment of the principal and 
emerging risks facing the Company was 
carried out by the Board, considering 
risk appetite, and each risk was assessed 
and the level of assurance required 
was determined. Further details of the 
principal risks identified and agreed by 
the Company can be found on pages 
60 to 67.

Internal Audit
The internal audit function provides 
independent assurance through 
reviewing the risk management 
processes and internal controls 
established by management. 

The Audit Committee discusses and 
approves the internal audit annual plan, 
which aims to provide objective and 
insightful assurance that appropriate 
controls are in place to support our 
strategy and growth ambitions. The 
Head of Internal Audit provides regular 
updates on progress against the plan, 
key findings, as well as progress of 
audit action completion, at each 
meeting. To help the Committee gain 
assurance that the internal audit 
function is independent, the Committee 
meets with the Head of Internal Audit 
at least once a year without the 
presence of management.

Over the last 12 months, the business 
audits primarily focused on commercial 
and operational areas. In Germany, a 
number of higher-level, discovery pieces 
were completed to understand the 
developing control environment, and to 
inform the risk-based plan for more 
detailed future audits. Group wide audits 
were delivered across the technology 
functions focusing on cyber risk, as well 
as a series of programme assurance 

reviews which have been conducted 
across our three technology led strategic 
programmes being the replacement of 
our hotel management system, HR & 
payroll system and upgrading the 
strategic network.

Following the completion of an 
independent external quality assessment 
(EQA) in January 2022, by PwC, the 
team has implemented various 
continuous improvement activities 
during the year focusing on embedding 
a series of KPI metrics, improved 
stakeholder management and ensuring 
subject matter experts are bringing 
external insights to complex audits.

A rolling 24-month audit plan is 
proposed, with the first 12 months of 
activity agreed by the Committee in 
March 2023. By moving to a 24-month 
audit plan, we have greater flexibility 
and agility to respond and re-prioritise 
audits as business priorities change. The 
Internal Audit plan is developed on the 
following basis:

• It is risk based, aligned to Whitbread’s 
principal risks, and determined by the 
Audit Universe, which sets out all 
auditable areas of the business and 
assigns each area a risk level and 
recommended audit frequency.

• It considers areas of major change 
within the business, recurring themes 
from previous audit results and the 
views of management.

• Follow-up audits are also planned in 
areas where past audits highlighted 
significant risks to ensure remedial 
actions have been implemented and 
are working effectively to reduce 
Whitbread’s risk exposure.

External auditor
On behalf of the Board, the Committee 
oversees the relationship with the 
external auditor. Deloitte was appointed 
as the auditor of the Company in 2015 
following a formal tender process, and 
reappointed at the 2022 annual general 
meeting. The current lead audit partner 
is Katie Houldsworth, who was 
appointed in 2020.

Audit effectiveness
The effectiveness of the external audit 
process is dependent on appropriate 
audit risk identification at the start of 
the audit cycle. We receive from Deloitte 
a detailed audit plan, identifying its 
assessment of these key risks.

These risks were reviewed and they, 
together with the work done by the 
auditor, were challenged to test 
management’s assumptions and 
estimates around these areas, as well as 

other areas reported upon. The 
effectiveness of the audit process was 
assessed in addressing these matters 
through the reporting we received from 
Deloitte at both the half year and 
year-end. In addition, feedback was 
sought from the Committee, the Board 
and management on the effectiveness of 
the audit process and targeted and 
tailored questionnaires were completed.

An assessment of the effectiveness of 
Deloitte in respect of the previous 
financial year was undertaken in July 
2022. Overall, the audit was effective 
and executed to a high standard with 
relevant and robust challenge together 
with partnering on significant 
judgemental areas and best practice 
governance. However, it was noted that 
there was still room for improvement in 
respect of the planning and timeliness of 
audit requests.

As part of our review process for the 
financial year, the Committee will be 
assessing the work of the year-end audit 
after it is finalised, incorporating an 
external audit effectiveness review for this 
financial year which will be completed and 
reported to the Audit Committee.

The Committee confirms that the 
Company has complied with regard to 
the requirement of the provisions of the 
Statutory Audit Services for Large 
Companies Market Investigation 
(Mandatory Use of Competitive Tender 
Processes and Audit Committee 
Responsibilities) Order 2014. The Group 
intends to put the external audit out to 
tender every ten years in the future, with 
the next tender expected to be in 
second half of 2023/24.

Auditor independence
To safeguard the objectivity and 
independence of the external auditor, 
the Committee’s terms of reference set 
out the policy in respect of provision of 
services by the external auditor. The 
Committee regularly reviews this policy 
for necessary changes in response to 
changes in related standards and 
regulatory requirements. This policy was 
updated in March 2020 to incorporate 
the Revised Ethical Standards issued by 
the FRC in December 2019.

The policy defines prohibited services 
that are not to be provided by the 
auditor because they represent a risk to 
the external auditor’s independence. For 
certain services that are not prohibited, 
because of the knowledge and 
experience of the external auditor and/
or for reasons of confidentiality, it can 
be more efficient or prudent to engage 
the external auditor rather than another 
party. This is particularly the case with 
audit-related assurance services that are W
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closely connected to the audit function 
where the external auditor has the 
benefit of knowledge gained from work 
already performed as part of the audit.

For certain specified audit and audit-
related services, the Group can employ 
the external auditor without reference 
to the Audit Committee, subject to a 
specified fee limit of up to £250,000. 
For the services permitted in certain 
circumstances, agreement must be 
sought from me, as Chairman of the 
Committee, where fees are less than 
the limit specified, or with full Audit 
Committee approval where fees 

are anticipated to be greater than 
£250,000. A tender process would 
be held where appropriate.

Total non-audit fees amounted to 
£0.1m consisting of the interim review 
and benchmarking of the Group’s TCFD 
disclosures. Although this is considered 
to be a non-audit service, the objectives 
of the review are aligned with the audit.

Chris Kennedy
Chair, Audit Committee
24 April 2023

Activities post financial year
March 2023
• Review of year-end Financial 

Statements and Report template; 
including accounting judgements, 
estimates methodology, and 
subsidiary audits

• External audit approval of 
remuneration, terms of 
engagement, non-audit fees and 
controls update

• Internal Audit approval of plan, 
Audit Committee quality evaluation

• External audit – year-end audit 
report and non audit fees

• Internal audit – internal audit report 
and terms of reference 

• Risk and controls – review of 
statements on risk management 
and tax controls, financial control 
framework, fraud risks and 
litigation report

• Compliance report – 
Whistleblowing, TCFD and 
transition plan

• Audit Committee rolling agendas 
and terms of reference

• Meeting with auditors without 
executive team present

• Risk and controls – review of risk 
management process, approval of 
policy, update on financial control 
framework, Speaking Out reports 
and litigation review

• Audit Committee evaluation 

• Green Bond allocation report

• Audit Committee rolling agendas and 
terms of reference

April 2023
• 2022/2023 Annual Report and 

Accounts including strategic 
report, governance and 
consolidated accounts

Main activities during the year
In 2022/23, the Audit Committee’s 
work covered internal controls, risk 
management, internal audit, external 
audit and financial reporting. The 
details of the matters discussed at 
Committee meetings are shown below. 
 
March 2022
• Review of year-end Financial 

Statements and Report template; 
including accounting judgements, 
estimates methodology, tax, and 
summary of COVID-19 grant and 
subsidiary audits

• External audit approval of 
remuneration, terms of 
engagement, non-audit fees and 
controls update

• Internal audit approval of plan, 
Audit Committee quality evaluation

• Risk and controls – review of risk 
management process, approval of 
policy, update on financial control 
framework, Speaking Out reports 
and litigation review

• TCFD Disclosure draft

• Audit Committee rolling agenda 
and terms of reference

• Internal audit – progress update 
on audit plan, update on EQA 
action plan and committee 
effectiveness review

• External audit – auditor 
effectiveness review

• Task Force on Climate-related 
Financial Disclosures

October 2022
• Review of FY23 Interim Results – 

including management papers 
in relation to judgements and 
estimates, impairment and 
going concern

• External audit – half-year report, 
interim letter of representation, 
preliminary audit plan and 
BEIS update

• Risk and controls – Germany 
litigation review, tax and controls 
update (Q2 Financial Control 
Framework, Fraud; IT 
General Controls)

• Internal audit – interim update 
including retail audit

• Compliance – UK litigation review, 
compliance report and 
Whistleblowing review

• Assurance update and Group’s 
reservation and customer 
management system update

April 2022
• 2021/22 Annual Report and Accounts 

including strategic report, governance 
and consolidated accounts

• External audit – year-end audit report 
and non audit fees

• Internal audit – internal audit report; 
terms of reference and R&M report

• Risk and controls – review of 
statements on risk management and 
tax controls

• Compliance report

• Green Bond allocation

• External committee evaluation

• TCFD Report

• Meeting with auditors without 
executive team present

July 2022
• Risk and controls – financial control 

update and BEIS proposals

• Compliance – treasury policy approval 
and tax strategy

Strategic report Governance Financial statements Other information
W

hitb
read

 A
n

n
u

al R
ep

o
rt an

d
 A

cco
u

nts 20
2

2
/23

89




